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Government commercial enterprises. the accounts of which arc subject to 
audit by the Comptroller and Auditor General of India, fa ll under the 
following categories: 

(i) Government companies, 

(ii) Statutory corporations. and 

(iii) 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 (CJ\G) (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. 

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

4. In respect of Tamil Nadu Electricity Board, ' hich 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 the CJ\G. In respect of Tamil Nadu Electricity Regulatory Commission. 
the CAG is the sole auditor. The J\udit Reports on the annual accounts of 
these corporations/commission arc forwarded separately to the State 
Government. 

5. The cases mentioned in this Report are those, which came to notice in 
the course of audit during 2005-06 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 2005-06 have also been included. wherever 
necessary. 

vii 





1 . 

OVERV~EW 

Overview of Government companies and Statutory 
cor 'orations 

l 

As on 31 March 2006, the State had 69 Public Sector Undertakings (PSUs) 
comprising 67 Government companies (including 14 non-working companies) 
and two Statutory corporations (both working), as against 66 Government 
companies (including 14 non-working companies) and two Statutory 
corporations as on 31 March 2005. In addition there were three deemed 
Government companies under Section 619-B of the Companies Act, 1956 as 
on 31 March 2006. 

(Paragraplu I.I am/ 1.31) 

The total investment in working PS Us increased from Rs. !'4.092.07 crore as 
on 31 March 2005 to Rs.14,303.13 crore as on 31 March 2006. The total 
investment in non-working PSUs increased from Rs.85.83 crore to Rs.86.89 
crore during the same period. 

(Paragrt1pl1s 1.2 aml l.16) 

The budgetary support in the form of equity, loans, grants and subsidies 
disbursed to the working PSUs increased from Rs.2,564.35 crore in 2004-05 to 
Rs.2,971.66 crore in 2005-06. The State Government also provided Rs.68 .30 
lakh to one non-working company in the form of loan. The State Government 
guaranteed loans aggregating Rs.397.23 crore during 2005-06. The total 
amount of outstanding loans guaranteed by the State Government decreased 
from Rs.5,892.38 crore as on 31 March 2005 to Rs.4,505.52 crore as on 31 
March 2006. 

(Part1graplls 1.5 11111/ /. 17) 

Thirty seven working Government companies have finalised their accounts for 
2005-06. lbe accounts of 16 working Government companies and both the 
Statutory corporations were in arrears from one to four years as on 
30 September 2006. The accounts of 12 non-working companies were 111 

arrears for periods ranging from I to 14 years as on 30 September 2006. 

(ParC1grap/1s 1.6 mu/ 1.19) 
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According to the latest finalised accounts. 29 working PS Us (:. ~ Government 
companies and one Statutory corporation) earned aggreg~te profit of 
Rs.139.91 crore. Out of 37 working Government companies. \ ,1hich finali sed 
their accounts for 2005-06 by September 2006, only eight co1111 ;anics declared 
dividend aggregating to Rs.15. 72 crore. Tv enty two workir g Government 
companies and one Statutory corporation incurred an aggregate loss of 
Rs.1,627.58 crore as per their latest finalised accounts. Of the loss incurring 
worl<ing Government companies, 19 companies had accumulated losses 
aggregating to Rs.2, 958.35 crore. which exceeded their aggregate paid-up 
capital of Rs.969.14 crore. 

(Paragraphs /. 7, 1.8 am//. 9) 

Even after completion of2 I to 29 years of their existence, the turnover of four 
working Government companies had been less than rupees five crorc in each 
of the preceding six years as per their latest finalised accounts. Two 
companies had been incurring losses for five consecutive ) cars leading to 
negative net worth. In view of the poor turnover and continuous los cs. the 
Government may either improve the performance of these companies or 
consider their closure. 

(Pttragrapll 1.29) 

~ Perfo.rmance review relating to Government company! 

Productio11 mul Sale of paper by Tamil Nadu Newsprint mu/ Paper.\· 
Limited 

Tamil Nadu Newsprint and Papers Limited was formed in 1985 with the main 
objective of manufacture of newsprint and printing and writing paper using 
sugarcane bagasse as the raw material. Some of the important points noticed 
in audit are as under: 

• The Company had tie-up arrangements with nine sugar mills in the State 
for procurement of bagasse on fuel exchange basis. Though the Company 
fulfilled all its contractual obligations, the sugar mills did not supply the 
entire quantities of bagasse generated. This resulted in usage of costlier 
imported pulp at an extra expenditure of Rs.57 crore. 

• Failure to adhere to the budgeted norms of pulp consumption resulted in 
extra expenditure of Rs.60.20 crore. 

• Excess finishing loss in paper production compared to the norm resulted in 
extra expenditure of Rs.33.67 crore. 

• Modernisation of paper machines at a total cost of Rs.105.76 crore did not 
yield the desired results . 

(P1trttgrt1p'1 2) 

x 



Oven·iew 

Performance review relatin to Statutor oration 

Execution of Blwvani Kattalai Barrage-I Hydro Electric Project by 
Tamil Natlu Electricity Board 

Bhavani Kattalai Barrage-! Hydro Electric Project was originally conceived in 
1984 at an estimated cost of Rs. 78 .67 crore with an installed capacity of 90 
mega watt (MW). In 1994. the project was split into three individual ones of 
30 MW each and Bhavani Kattalai Barrage-I Hydro Electric Project was 
estimated to cost Rs.90.62 crore at 1995-96 price level. The project 
commenced in July 1997 with a scheduled completion time of 36 months. 
While one unit of the project was completed in August 2006 the second unit is 
yet to be commissioned even after six years. Some of the important points 
noticed in audit are as under: 

• Delay in commissioning of the project led to potential generation loss of 
394.91 million units of power and extra expenditure of Rs.8.91 crore on 
exchange rate variation. 

• The project has already suffered a cost overrun of Rs.125.63 crore. 
Consequently, the cost of power generation has increased from the 
envisaged 203 to 439 paise per unit and the per MW cost increased from 
Rs.3.02 crore in 1995-96 to Rs.7.21 crore in 2005-06. 

(Paragrapll 3) 

@ Trausaction Audit Observation~ 

Audit observations included in this Report highlight ·deficiencies in the 
management of Public Sector Undertakings with serious financial 
implications. The irregularities pointed out are broadly of the following 
nature: 

• Unproductive/extra expenditure/excess payment of Rs.49.43 crore m 13 
cases. 

(Paragraplls 4.3, 4.5, 4.6, 4. 7, 4.11, 
4.15, 4.16, 4.18, 4.20, 4.21, 4.23, 

4.24 aml 4.25) 

• Loss of revenue of Rs.1, 183.89 crore in six cases. 

(Paragraphs 4.2, 4.4, 4.8, 4.9, 4.13 mu/ 4.19) 

• Cases of undue benefit given to contractors (Rs.7.18 crore), non-recovery 
of call deposit (Rs.57.70 crore) and special guarantee (Rs.1.30 crore) and 
other financial irregularities (Rs.24.97 crore) in six cases. 

(Paragraphs 4.1, 4.10, 4.12, 4.14, 4.17 and 4.22) 
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Gist of some of the important observations is given below: 

Failure to take effective action by Tamil Nadu Industrial Development 
Corporation Limited has put the recovery of Rs.:57.70 crore of deposits with 
a joint venture in jeopardy. 

(P11rttgrttpll 4.1) 

Adoption of free on board prices instead of cost and freight price by Tmnil 
Nadu Newsprint and Papers Limited for pro rata adjustment for lower 
calorific value of imported coal resulted in short recovery of Rs.3.24 crorc. 

(Parngmpll 4.3) 

Delay in finalisati0n of the tenders by the State Transport Undertnkings for 
procurement of lubricants and erroneous computation of paper cosl while 

. evaluating the tenders for printing of tickets resulted in avoidable extra 
expenditure of Rs. I .07 crore. 

(l'tmrgr11plt 4.5) 

Failure to file tariff petition by Tamil Nadu Electricity Board denied the 
Board an opportunity to reduce its deficit. 

(P11r11grttpll 4.13) 

Tamil Nadu Electricity Board suffered interest loss of Rs.23.27 crorc on 
account of excess payment of interest on debt, depreciation and insurance 
charges due to adoption of higher capital cost while making payment for 
pm er purchased from an independent power producer. 

(P11rttgrt1plt 4.14) 

Failure of the Tamil Nadu Electricity Board to place purchase order within 
the validity period resulted in extra expenditure of Rs.18.79 crorc on import of 
coal. 

(P11rttgr11p/1 4.15) 

Tamil Nadu Electricity Board extended undue benefit of Rs.7.18 crore to an 
Independent Power Producer by paying fixed charges in contmvention of the 
agreement. 

(Par11g"'pll 4.17) 

sii 
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!Overview of Government companies and Statutory corporation~ 

IIntroductionl 

1.1 As on 31 March 2006, there were 67 Government companies (53 
working companies and 14# non-working companies) and two Statutory 
corporations (both working) as against 66 Government companies (52 
working companies and 14 non-working companies) and two Statutory 
corporations as on 31 March 2005. During the year, two new companies• 
were formed. One companycx: ceased to exist during the year. The accounts of 
the Government conipanies (as defined in Section 617 of the Companies Act. 
1956) are audited by the 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 arc also subject to 
supplementary audit conducted by the CAG as per provisions of Section 619 
of the Companies Act, 1956. The audit arrangements of Statutory 
corporations are as shown below: 

Name of the 
corporation 

Tamil Nadu Electricity 
Board 

Tamil Nadu 
Warehousing 
Corporation 

~uthority for audit by the CAG 

Under Ruic 14 or the Electricity 
Supply (Annual Accounts) Rules. 
1985 read with Sections 172 (a) and 
185 (2) (d) of the Electricity Act. 
2003•_ 

Section 31 (8) of the State 
Warehousing Corporations /\ct. 
1962 

Audit arrangement . 

Sole audit b) C/\G 

Audit by Chartered 
Accountants and 
Supplementary audit by C/\G 

# on-working companies arc those. which arc under the process or 
liquidation/closure. merger, etc. 

"" Tamil Nadu Road Infrastructure Development Corporation and Nilakottai Food Park 
Limited. 

oc Dharmapuri District Development Corporation Limited 
* The earlier provision or Section 69(2) or the Electricit) (Suppl:-) /\ct. 1948 "as 

repealed by the Electricity Act. 2003. 
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The State Government formed the Tamil Nadu Eleetri cit) Regul ator~ 
Commi ssion and its aud it is entrusted to the Comptroller and Auditor Ge neral 
or India under Section I 04 (2)A of the Electricity /\ct, 2003. 

ln vest111e11t in working PSVs 

1.2 t\s on 31 March 2006. the total investment in 55 \\ Ork ing PSUs t53 
Government companies and two Statutory corporations) was Rs. 1-L303. I 3' 
crore (equity: Rs.2,297 .99 crore ; long-term loans .i. : Rs .12.005.14 crorc) 
against a total investmen t of Rs. 14.092.07 crore (equ ity: Rs.2,26 1. 71 crnre: 
long term loans: Rs.11.830.86 crorc) in 54 working PSUs (52 Government 
compan ies and two Statutory corporations) as on 3 1 March 2005 . The 
analysis or investment in working PS Us is given in the fo ll owing paragraphs. 

The investment (equity and long-term loans) in various sectors and percentage 
thereof at the end of 3 I March 2006 and 3 1 March 2005 an.: indicated in the 

pie charts. 

.. \ 

) 

.. 

Earlier pn,,·bion or Section 3-i Pl of th1.: Lketricit~ Regulattir~ Cnmmi~~i1u1~ .\<.:!. 
1998 mis rq1ealcJ b~ the l : lcctri eit ~ Act. 2003 . 
St:.ite GO\ ernment"s in' cstmcnt in the working I'S L's \\a~ Rs.:!. 73ll.52 <.:1"1re (others: 
Rs. I 1.572 .62 erorc) . Figures as p1.:r Finance Acrnunts 2005-0(1 arl· Rs.2 .302.1 -

crorc . The difference is under rccunciliat ion . 
Long term loans mentioned in l':.iragraphs 1.2. 1.3 . 1.4. 1. 16 anJ 1.17 ::n: c:--cluding 
interest :.iccrucd and due 011 s11ch loans. ·-------------- ----

2 
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Chapter-I Overview of Government companies and Statutory corporations 

SECTOR-WISE INVESTMENT IN WORKING GOVERNMENT COMPANIES AND 
STATUTORY CORPORATIONS 

176.77 
(1.25) 

1059.33 
(7.~2) 

(Figures in brackets indicate percentage) 
As at 31 March 2006 

Po'\\er 
OTransport 

Finance 
Others 

Power 
Transport 
Finance 
Others 

Total investment: Rs.14,303.13 crore 

587.00 
(4.10) 

Infrastructure 
Economically'\\eakersection 
1nw.stry 

As at 31 March 2005 
Total investment: Rs.14,092.07 crore 

3 

Infrastructure 

9535.46 
(67.67) 

Economically weaker section 
Industry 
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Working Gover11111e11t companies 

1.3 Total investment in working Government companies at the end of 
March 2005 and March 2006 was as follows: 

(Rupees in crorc) 

Year Number of Equity ! Loans Total 

com1>anies 

2004-05 52 1,744.10 2.804.90 4.549.00 

2005-06 53 1,755.38 2.681.48 4.436.86 

As on 31 March 2006, the total investment in the working Government 
companies comprised 39.56 per cent of equity capi'tal and 60.44 per cent of 
loans as compared to 38.34 and 61.66 per cent respectively as on 31 March 
2005. 

The summarised statement of the Government investment in the working 
Government companies 111 the form of equity and loans is deta iled 111 

Annexu.rc-1. 

Working Statutory corporations 

1.4 The total investment in the two working Statutory corporations at the 
end of March 2005 and March 2006 was as follows: 

(Rupees in crore) 

Name of corporation 2004-05 •' 2005-06 

'-· C:ipital Loans Capit:il Loans 

Tamil Nadu Electric ity Board 510.00 9.025.46 535 .00 9.323.66 
·-

Tamil Nadu Warehousing Corporation 7.6 1 --- 7.61 ---
Tot:il 517.61 9,025.46 542.61 9,323.66 

The summarised statement of the Government investment in the working 
Statutory corporations in the form of equity and loans is detailed in 
Anncxurc-1. 

Budgetary outgo, grautslsubsidies, guarantees, waiver of due~• mu/ 
co11versio11 of loans illto equity 

1.5 The details regarding budgetary outgo, grant/subsidies, guarantees 
issued, waiver of dues and conversion of loans into equity by the State 

4 
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' 

. 
L:qu1 l) outgo 
from budget 

l.0:111s given 
from budget 

GranlS 

(1) Subs1d) 
towards 
projects/ 
progrnmm~s/ 

schemes 

(i i)Oth..:r 
subs1d~ 

(11il Total 
subs1d' 
~· ' 

Tol:il out!!O 

Chapter-I Overview of Government companies a11d Statutory corporations 

Government in respect of the working Government companies and Statutory 
corporations are given in Annexurcs-1 and 3. 

The budgetary outgo in the form of equity, loans and subsidies from the State 
Government to the working Government companies and working Statutory 
corporations for the three years up to March 2006 are given below: 

(Amount - Rupees in crore) 
.. 

2003-04 ·- > 
,. . 

2004-05 2005-06 

Companies Corpori1tions Companies Corporations Companies Cori>orations 

'o. 

-I 

4 

--
10 

4 

14 

194 

Amount No. Amount No. Amount No. Amount No. Amount No. Amount 

33,-16 I 200.00 5 7L62 I 85.00 4 10,76 I 25 00 

223.51 --- --- 5 159 02 --- --- 3 30527 -- ---

--- -- --- 3 85.62 I 0.61 5 100.03 I 5 47 

894 .86 --- --- 4 1,015.98 I 0.05 7 1.249.85 --- ---

71.41 I 250.00 7 221 .95 I 924.50 3 95.79 I 1.179 -I L) 

966.27 I 250.00 II 1.237.93 I 924.55 10 1.3-15 6-1 I 1.179 .Jl) 

-
1,223.2-1 I -150.00 19• 1,55-1.19 I 1,010. 16 18• 1,761.70 I 1,209.96 

During 2005-06, the Government had guaranteed loans aggregating to 
Rs.397.23 crore obtained by 11 working Government companies. At the end 
of the year, guarantees amounting to Rs.4,505.52 crore against 15 working 
Government companies (Rs.1,456.35 crore) and one working Statutory 
corporation (Rs.3,049.17 crore) were outstanding. The guarantee commission 
paid/payable to the Government by Government companies and Statutory 
corporations during 2005-06 was Rs.2.49 crore and Rs.5.27 crore respectively. 

Fi11alisatio11 of acco1111ts by working PS Us 

1.6 The accounts of the companies for every financial year arc required to 
be finalised within six months from the end of the 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, Powers and 
Conditions of Service) Act, 1971. They are also to be laid before the 
Legislature within nine months from the end of the financial year. Similarly, 
in the case of Statutory corporations their accounts are finalised, audited and 
presented to the Legislature as per the provisions of their respective Acts. 

It could be seen from Anncxure-2 that out of 53 working Government 
companies and two Statutory corporations, only 37 working companies had 

• These are actual number of companies/corporation. which have received budgetar) 
support in the form of equity, loan. subsidies and grant from the State Government 
during the respecti ve years. 
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Audit Report (Commercial) for tire year ended JI /llarclr 2006 

finalised their accounts for 2005-06 within the stipulated period. During the 
period from October 2005 to September ·2006. 13 working Go crnment 
companies finali sed 15 accounts (including one company which ceased to exit 
during the year) for the previous years. Similarly, during the same period, t\\ O 
Statutory corporations finalised their accounts for the pre ious year. 

The accounts of 16 working Government companies and both the Statutory 
corporations were in arrears for the periods ranging from one to four years. as 
on 30 September 2006 as detailed below: 

Serial l\umhl'r ufnorking \'c>1r for whith Numhcr of Rcfrn·nn· to Sl.:'\o. of 
No. 

I 
, 

c 

l'O 11 I pa II il'SICO ri HI mt i IJ llS account> un! in years for Annnnrc 2 
arn·ars which 

accounts an: 
in itrrcurs 

GO\'Cl"lllllClll Statutory Gonornmcnt Statutory 
companies corporations COlll(lallil"S corporations 

I --- 2002.rn 10 2005-06 4 /\ - ~ :! ----
2 .. . 200-l-05 and 2005-06 2 /1-50 anJ 53 ... 

13 2 2005-06 I :\ ·h. 12. 13. 13 -1 :1 11 .J 2 
17. 29. Ji. 32. 
34. 3S. 4U. 4 1. 

49 and 51 ........_ _______ 

The administrative departments have to oversee and ensure that the accounts 
are finalised and adopted by the PSUs within the prescribed period. Though 
the concerned administrative departments were in formed every quarter b) 
Audit of the arrears in finalisation of accounts. no remedial measu res had been 
taken, as a resu It of which the net worth of these PS Us cou Id not be assessed 
in audit. 

Fimmda/ position and working results of working PS IJ.\' 

1.7 The summarised financial results of \\Orking PSUs (Government 
companies and Statutory corporations) as per their latest final iscu accounts arc 
given in Anncxurc-2. Besides. statements showing the finan cia l pos ition and 
the working results of individual working Statutory corporations for the latest 
three years for which accounts have been finalised are given in Annc.xurcs-..t 
and 5 respectively. 

According to the latest finali sed accounts or 53 working Government 
companies and two working Statutory corporations. 22 companies and one 
Statutory corporation had incurred an aggregate loss of Rs.450.81 cron: anu 
Rs. I, 176. 77 crore and 28 companies and one Statutory corporation had earned 
an aggregate profit of Rs.137.45 crore and Rs.2.46 erore respectively . T\\'o 
companies• have not finalised their first accounts. In case or Tamil Nadu 
Civi l ·supplies Corporation Limited entire loss is reimbursed by the State 
Government. 

• Serial number 41 and 53 of Annexurc-2. 
6 
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Cliapler-1 Overview of G<Jl'er11111e111 companies mu/ Sr11111rory corporatio11.1 

Working Gfwern111e111 compa11ieS' 

Profit earning working companieS' and dividend 

1.8 Out of 37• working Government companies, which finalised their 
accounts for 2005-06 b_ 30 September 2006, 21 companies earned an 
aggregate profit of Rs.87.60 crore and only eight companies (serial numbers 
A-7, 8. 15. 19, 21. 23, 24 and 39 of Anncxure-2) declared dividend 
aggregating Rs. 15 .72 crore. The dividend as a percentage of share capital in 
the above eight companies worked out to 8.66. The remaining 13 prolit 
making companies did not declare any dividend. The total return by way of 
dividend of Rs. 15.72 crore worked out to 0.95 per cent in 2005-06 on total 
equity investment of Rs.1,658.74 crore by the State Government in all the 
Government corripanies as against 0.3 7 per cent in the previous year. The 
State Government has not formulated any dividend policy for payment of 
minimum dividend. 

Similarly. out of nine working Government companies. which finalised their 
accounts for the previous years during October 2005 to September 2006. four 
companies earned an aggregate profit of Rs.45.13 crore. These four 
companies earned profit for two or more successive years. 

lo.\·.\· incurring working Government companie!i 

1.9 Of the 22 loss incurring \VOrking Government companies. 19 
companies had accumulated losses aggregating to Rs.2,958.35 crorc, which 
exceeded their aggregate paid-up capital of Rs.969.14 crore. 

Despite poor performance and complete erosion of paid-up capital. the State 
Government continued to provide linancial support to even out of these 19 
companies in the form of equity, loans, grants and s·ubsidy amounting to 
Rs.19 1.19 crorc during 2005-06. 

Working Stal11to1J' corporatiom· 

Pn~fit earning Stut11!01J' corporations am! divideud 

l.10 None of the Statutory corporations finaliscJ their accoun ts for 
2005-06. Out or two laluto1") corporations, which linalised their accounts for 
previous year, 011 ly one C0rporatio11 (Tarn i I Nadu Warehousi 11g Corporation) 
earned a profit of Rs.2.46 crorc and declared dividend of" Rs.30.44 lakh. The 
dividend as percentage of its share capital worked out to four per cent . The 
total return to the Government by way of Jividend of Rs. 15 .22 lakh \\orkcd 
out -lo 0.027 per ce111 in 2005-06 011 its total equity i:wcslrnent of Rs.538.8 1 
crore in both the Statutory corµoration s as against 0.03 per cc·111 in the previous 
year. 

Thc.:sc.: includes thrc.:c.: companies. " hic.:h linali sc.:J thc.:ir prc.:1 inus) c.:ars' acc.: c~~,~~~~il. 
7 



Audit Report (Commercial) for tlte year ended 31 Marclt 2006 

Loss incurring St(ltutory corpor(ltio11 

1.11 Tamil Nadu Electricity Board, which finalised its accounts for 
2004-05, incurred a loss of Rs. I, I 76. 77 crore during that year. The 
accumulated losses of Tamil Nadu Electricity Board as on 3 I March 2005 
were Rs.3,582 .53 crore, which exceeded its paid-up capital of Rs.5 I 0 crore as 
on that date. 

Operational perfor111(111ce of working St(ltutory corpor(ltions 

1.12 The operational performance of the working Statutory corporations is 
given ir~ Anncxurc-6. 

It could be seen from Annexure-6 that though the power generation in Tamil 
Nadu Electricity Board increased from 26,451 MU in 2004-05 to 26,9 15 MU 
in 2005-06 and the Board was in receipt of Rs. I, 179.49 crore as subsidy from 
the State Government in 2005-06, the deficit increased from Rs. I, 1 76.77 crore 
in 2004-05 to Rs. 1,355.21 crorc in 2005-06 (Provisional). 

As regards Tamil Nadu Warehousing Corporation, the percentage of capacity 
utilisation, which was 55 per cent in 2004-05 increased to 67 per cent in 
2005-06 and the profit also increased from Rs.2.46 crore in 2004-05 to Rs.3.53 
crore in 2005-06. 

Return 011 capit(ll employed 

1.13 As per the latest annual accounts of PSUs finalised up to 
September 2006, the capital employed• worked out to Rs.6,926.60 crore in 53 
working companies and total return• thereon amounted to Rs .240. I 4 crore, 
which is 3.4 7 per cent as compared to total return of Rs.671.99 crore (9.87 per 
cent) in the previous year (accounts finalised up to September 2005). 
Similarly, the capital employed and total return thereon in case of the working 
Statutory corporations as per the latest annual accounts finali sed up to 
September 2006, worked out to Rs. I 0,802.27 crore and (-)Rs.34 7.75 crore 
respectively as against the total return of (-)Rs.344. I 6 crore in 2004-05. The 
details of capital employed and total return on capital employed in case of the 
working Government companies and Statutory corporations are given in 
Annexure-2 . 

• 

• 

Capital employed represents net fixed assets (including capital works-in-progress) 
plus working capital except in finance companies and corporations. \\'here it 
represents a mean of aggregate of opening and closing balances or paid-up capital. 
free reserves, bonds, deposits and borrowings (including refinance) . 
For calcu lating total return on capital employed, interest on borrowed funds is added 
to net profit/subtracted from the loss as disclosed in the profit and loss account. 

8 
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Chapter-I Oven·iew of Go1·er11111e111 co111p1111ie.\ 1111tl Stmlllory corporatio11.\ 

!Reforms in the power secto11 

Status of i111ple111e11tatio11 of MOU between the State Gm•em111e11t and the 
Centm/ Gover11111e11t 

1.14 In pursuance of the decisions taken at the Chief Ministers· conference 
on Power Sector Reforms. held in March 200 I, a Memorandum of 
Understand ing (MOU) was signed in January 2002 between the Ministry or 
Po\\cr. Government of India and the Department of Energy. Government of 
Tamil adu as a joint commitment fo r illlplcmcntation or a reforlll progralllme 
in th e power sector wi th idcnti ficd mi lcstoncs. 

Status of implclllentation of the reform programlllc against each comm itmen t 
made in the MOU as reported by the Tamil adu Electricity Board is detai led 
below: 

Commitment as per IOU 

Co mmitments nrnde by the 
State Con•rnment 

/\ppoint mem or Chairperson 
in State Electricity Regulatory 
Commission (Sl :RC) 

I 00 per cent eb:tri Ii eat ion or 
all 1 illages :.111J hamlets 

Targeted 
completion 
Schedule 

January 2002 

B) 2007 (6-UJ-12 
1·illages and 
hamlets) 

lfrdu<.:tion in transmission and U) December 
distribution losses to 15 per 2003 
Cl! /// 

1
10() per cent metering of all 
distribution feeders 

I 00 per Cl! /1/ metering or all 
consumers 

- --- -- ·-

December 200 I 

December 2003 

S tatus (as on 31 
!\ larch 2006) 

I\ ppoi nted and 
assumctl charge in 
Jul) 2002 

63.938 1 illagcs an tl 
hamlets ha1 c been 
clcctri lieu 

Transmission and 
Jistribution losses -
18 per cent 

Cumplcted 

All sen ices c.\CCJll 
agriculture antl hut 
scn·ices mclcn:J 

I 

I 

Remarks 

The remaining hamlets 
11 c1-c elcctri ficJ h) 
non-cu111 cntional 
cncrg) suurces 

Transmission and 
Jistr ihution losses 
continue to be at 18 per 
cent in 2005-06 also. 

I. 89.038 hut sen ices antl 
1.6 -.220 a1!.ricultural 

I 
sen ices 11 ~re pr111 iJeJ 
11 ith meters. The 

I 
sen ices prOI iJed 11 ith 
meters 11 orked out lo 

I 
l) 1~er cent oft he total 
e\IStlllg SL"r l ICeS Ill 
ca1:h L"<ile1!.on. ·1 he 

I
, 13oartl haJ.ajtlrcssed 

Tt'\Ll{C liir 1.:'tcnsiun 
I orti1111.: limit ur to 
I 31.3.2009 fix li.\illl! of 

meters in a1!.ricultur.tl 
j and hut scr~i1.:cs . 
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Audit Report (Co111111ercial) for tile year ended 3 I Marcil 2006 

•.-·" . . . . .• .. - · . .. l 

Commihi1cnt as.per MOU Targeted Stati.1s (as oil 31 Remarks i . .' 

,,.. " .. .. "... ~ ' ·coinpleti<H1 ~L1rch2006) I ". """. ~:-. ":;/ .}._;-:''" ', 
.. 

.· .· ; . . , ... . ". ·~ .. Schedule 
. .. 

'.. .. .. . .. . ·,.,. . . . .. . . 
. . 

I 
Current operations in March 2003 There was a dclicit of i ! 

I 
6. I 

distribution to reach at break- Rs.1;355.21 crorc as 

even 
per the preliminary 
accounts for the year ---

2005-06 

7. Energy audit at 11 KV sub- January 2002 Introduced in ---

I stations level January 2002 

I 8. 

I 
Computerisation or HT & LT December 2002 HT billing fully LT billing in 615 

billing computerised Distribution sections 

I 
I 

9. Sccuritiscd outstanding dues As per scheme . ~ . 
of central public sector approved by 

undertakings Government or 
India 

10. State Electricity Reoulaton• "' . 
Con1mission ( SERC) 

(i) Establishment ofTNERC 

(ii) Implementation of tariff first Tariff 

orders issued. by TNERC petition to be 

during the year' filed by 
3 0 S eptem be1' 
2002 

State Cabinet 
approved 
sccuritisation in 
April 2002. 
Government order 
issued in June 2002. 

Established in 
March 1999 

Since filed in 
September 2002 and 
first tariff.revision 
effected. from 
March 2003. 

I 
I 

I 

com.puteriscd under 
phase I and the 
computerisation under I 
progress in the balance 
1805 sections under 
phase II. 

---

I 
_j 

I 
---

The 13 oard had not 
filed Aggregate 
Revenue Requirement 
and tariff petition for 
the years 2004-05 to 
2006-07. 

11. Monitoring or MOU Quarterly Being monitored on 
quarterly basis. 

L-~-L-~~~~~~~~~~~-L-~~~~~~-'-~~~~~~~~-'---~~~~~~-"-~ 

State Electricity Regulato1)' Commission 

1.15 The· Government of Tamil Nadu constituted (March 1999) the Tamil 
Nadu Electricity Regulatory Commission (TNERC). with three members 
ii1cluding a Chairman, under Section 17(1) of the Electricity Regulatory 
Commissions Act, 1998"". The Commission started functioning with effect 
from 1 September 1999. The Commission i'ssued its first tariff notification in 
March 2003. Accounts of TNERC have been finalised up to March 2006 . 

.. Since replaced with Section 82( I) or the Electricity Act. 2003. 
10 
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C/111pter-I Oven•iew of Gol'ernmellf companies and Statutory corporutio11.\· 

!Non-working PSUsl 

In vest111e11t i11 11011-workiug PSUs 

1.16 /\son 3 1 March 2006. the total investment in 14 non-working PSUs 
(all Government companies) \\as Rs.86.89 crore+ (equity: Rs.3 8.53 crorc: 
long-term loans: Rs.48.36 crorc) as against the total investment or Rs.85.83 
crorc <eq uity: Rs.38.53 crorc: long-term loans: Rs.47.30 crore) in 1-l non­
\\ Ork ing companies as on 31 March 2005 . 

The classification or the non-work ing companies was as under: 

(Amount - Rupees in crore) 

SI.No. Status or 11011-11 orJJng Number or lm cs tmcut 
comp>111ics comp;inics 

Equity Long-term lo:ms 

(1) Und~r l1 qu1d.111011 
. 2 -~ 3 95 NIL i 

(Ii) UnJ~r dosur~ 813 :!7 31 -18 36 I 
I : 

(ill) ndl..'r mcr;;l..'r 2C 5.:!0 NII. I 

(I\) Oth~rs ,o 2 07 NII. 

Total l.t 38.53 .t8.36 

or the above non-worki ng PS Us. I 0 Government companies with substantial 
Government investment of Rs. 79 .62 crore were under I iqu idation or closure 
under secti on 560 of the Companies Act. 1956 fo r three to 15 years. Ertcctive 
steps need lo be taken fo r their exped itious liquidat ion or closure. 

Budgetary outgo, graut!rnb:,,-idy, g11ara11tees, waiver<~{ due:-; aud c:o11versio11 
<if loans iuto equity 

1.17 The details regarding budgetary outgo in the lorm of loan to the non­
working Government companies arc given in Anncxurc-1 . The State 
Government had given loan of Rs.68.30 lakh to one non-working company 
(C-2 of Anncxurc-1) during 2005-06. 

+ 

• 

. \ 

II 

(" 

D 

St:.w: (io\"C:rn1m:nt" s ill\ csllrn:nt in non-\\ orking PS Us "a~ Rs. 76.88 crnrc ( uthcrs: 
Rs.10 .0 1 erorc). Figures as per Finance /\ccounts 2005-06 is Rs.28.71 cron:. The 
tli lfcrem.:c is untler reconci liati un. 
One compan~. Tamil Nadu (ioutls Transport Cnrporatiun l.imitctl. \\hich 11as under 
liquitl::itinn. hatl hct:n directed b~ tht: State Gmcrnment lo be mergctl 11ith State 
! ~:-. press rnrnsport Cnrpm·atiun 1.imitetl . /\ppnn al or the Cnmpan~ Lm1 Hnard 11a~ 
a11 aitetl . 
Serial numbers C-7 anti 11 or 1\nncxurc-2 
Serial num~'ers C- 1 to 5. 9. I() and 13 or /\nnexure-2 
Serial numbers C-8 anti 14 or /\nni:xurc-2 
Serial numbers C-6 anti 12 o r /\nnexurc-2 

II 



Audit ileport (Co111111ercial) for the yeiir ended 31 1'rlttrc/1 2006 

Total establislzmeut expenditure<~{ 11011-workiug PS Us 

1.18 The year-wise details of total establishment expenditure incurred by 
non-working. PS Us and the sources of financing them during the last three 
years upto 2005-06 are given below: 

(Amount - Rupees in crorc) 

Yea{···· No Of Total .. Financed by Others 

PS Us c~i'tablishment .. ... Dis11osal o·r ·c overn mcnt ., 
expenditure ., 

·I investmcnU by way of· .. 
assets loans 

2003-04 ~· 2. 16 --- 1.68 0.48"" -' 

2004-05 5• 0.69 --- --- 0.69 

2005-06 • + • • • 
Fi11alisatio11 <~{accounts by 11011-1vorki11g PS Us 

1.19 The accounts of 12 non-working companies were in arrears for periods 
ranging from one to 14 years as on 30 September 2006 as could be seen fi·om 
Anncxurc-2. 

Financial positiOJi and working results of 11011-ivorking PS Us 

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

The year-wise details of paid-up capital, net worth, cash loss and accumulated 
loss/profit of non-working PS Us as per their latest finalised accounts arc given 
below: 

(Rupees in lakh) 

Y car of latest · Nu1pbe1: ·or· Paid-up Net -\vort.h .. Cash loss Accui:nulated 
finalised accounts companies capital loss (-)/profit 

" 

1989-90 I 32.66 N.J\ N.J\ (-) 132.55 

1991-92 I 0.002 (-) 127.8<> 6.22 127.86 

1993-94 I 207.36 (-)0. 12 I 166.67 (-)207A8 

1999-2000 2 754.00 (-)7,928.08 1.308.36 (-)8.682.08 

2000-01 I 27.50 9.88 0.16 (-) 17.62 

2002-03 I 600.98 (-) 1,634.57 536.78 (-)4.290.72 

2003-04 2 516.36 (-)54.80 0.53 (- )565.25 
---- - - -· ----- --

2004-05 3 1,549.18 (-)858.63 --- (-)2.466.94 

2005-06 2 165.13 (-) 1,788.55 0.0(1 (-J 1.95H18 

* Information in respect or other companies was n9t available . 
.r. Interest and miscellaneous income. 
+ Details not available. 
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Chapter-/ Overview of Gover11111e11t companies (II/(/ Statutory c:orporati<ms 

Status of placement of Separate Audit Reports of Statutory 
corporations in Legislature 

1.21 Separate Audit Reports orTamil Nadu Electricity Board (TN EB) up to 
2000-0 I have been placed in the State Legislature. Separate Audit Reports for 
subsequent years are not being placed in the State Legislature as the Electricity 
Act. 2003 has come into effect from I 0 June 2003 and it docs not contain any 
provision for placing the Annual Statement of Accounts or T EB in the 
Legislature. 

Disinvestment, privatisation and restructuring of Public Sector 
Undertakings 

1.22 There was no disinvestment. privatisation or restructuring of PS Us 
during the year. 

Results of audit of accounts of PSUs by the Comptroller and 
Auditor General of India 

1.23 During the period from October 2005 to September 2006. the accounts 
of 44 working Government companies and of both the \ orking Statutory 
corporations were selected for audit. As a result or the audit observations 
made by the CAG, I 0 \ orking companies and one Statutory corporation 
revised their accounts. As a result of revisions· in the annual accounts, the 
profit/loss in respect of the foli o\ ing companies increased or decreased as 
indicated below: 

Decrease of Profit 

ame of the Company Y car of accounts Rupees in crorc 

ralll i I auu Minerals Limited 2005-06 1.75 

J\rasu Rubber Corporation Li lllitcd 2005-06 0.56 

Total decrease 2.31 

lucrease of Profit 

Name of the Company Year of accounts Rupees in crore 

Tamil adu Mcuicinal Plant Farms and I lcrha l 2005-06 0. 10 
I\ lcdic i111.: Corporation I .illli tcd 

f 11crea.\·e of Loss 

Name of the Company Year of accounts Rupees in crore 

Tamil adu Tea Plantation Corpora ti on 2005-06 I 2.01 l 

Limited I 

Tamil Na du Ci ' ii Suppli es Corporation 200-1-05 15.25 
Limi ted 

Total increase 17.26 
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Audit Report (Commercial) ji1r tl1e year ended 3 I Marcil 2006 

Decrease of Loss 
>A~~ 

. Name of the C~·mpi1_1!)· Ye'ai· of :iccoui1ts I Rupees i;1 ·crorc. J " .. 

Tamil Nadu Electricity Board 2004-05 t 8.66 

Note: Tile accounts of Tamil Nadu Small industries Corporation limited, Tamil Nadu I 
Textile Corporation Limited, Tamil Nadu Zari Limited, Tamil Nadu Forest P/a111atio11 
Corporatioi1 limited and Tamil Ntulu Industrial Investment Corporation Limited were 
also revised but there was 110 jl11tmdal impact 011 _tile profit/loss disclosed in these 
acco,1111ts. 

In addition. the net impact of the important audit observations issued as a 
result of the audit of the remaining PS Us was as follows: 
~·-.--.-.~---:----.-.--~~-.-. -.-.----"":'""~':'~-. -:-:.....·-.-.---. -.· · .. --.. --· --·---------------

.. · RuJ>ec.s ·in l:ikh SI.No 

(i) 

(ii) 

(iii) 

(i"Y 

'·l>l•tails · · 

.. ~-- _·. 

Decrease in 
prolit 

Decrease in 
loss 

Incn.:asl! in 
pro lit 

Increase in 
loss 

Nmnhcr ofnrcounts 

Co,·cl·1~mcnt con;p,;nics S.t:1tut~r)' Gowrnmenl • 

'-----'----··._· __ " -"-'·.,·._·_, . ,curpur?1tfons:, l--'---'·-c_·o_n_11_»_11_1i_L'S_'.c._· __ 1 

-.. ' Wo~~king 

4 

I I 

·, Non­
world_ng· '· 

. ~'­. ,·'." 

·,,, 

I.SIS.OD 

I ·I0.00 

35.00 

'Non­
working' 

Errors and omissions noticed in case of Government companies 

Staluloi')· 
corpunllions 

866.00 

1.24 Some major errors/omissions in case of Government companies 
noticed du1:ing audit of accounts are given below: 

.1. 

., 

Tamil Nadu Adi Dravidar 
Housing and Development 
Coporntion Limited 

Electronics Corporation or 
Tamil Nadu Limited 

2003-04 

2004-05 

2004-05 

Ovcrs1atcme111 or R..:scrn:s and Surplus 
and undcrstatemclll or prolit due to non 
writing back or reserve for rnnstruction 
orTraining cum Olliee complex as the 
proposal was rejected by the 
Go\'crnment. 

o,·erstalcment or pro lit as well as sundry 
debtors due. lo non-pro\'ision for <loubtllil 
debts. 

Ovcrslat..:melll of prulil as well as 
investments due to non pm,·ision for 
diminution in \:alue or im·cstmelllS in 
assist~<.! companies 

.·,\mo;mi 
(Ri1pccs in 

. cr~rc) : · 

1.20 

1.27 

1.59 Overstatement or prnlil as well as cum·lll 
assets due lo )lOn valuation or inwntones 
ri=.: VI IF equipments 

f---t--~~-~~----~--i--~--~>-~~-~--~-~~-~---1---____J 
3. 

4. 

Southern Structurnls Limited. 

Tamil Nadu Swte Transport 
Coporation (Sakm) l.imit..:d 

2004-05 

2005-06 

Incorrect disdosurc or Saks Tax demand 
. as Rs.23.28 crnre instead or Rs.27.11 
crore. 

1-! 

Non provision for liability towards 
compc·nsation award 

3.83 



Chapter-I 01·a1·iew of Governmem co111pr111ies 1111d Statuwry curporati1111.\ 

~I. Name ofthl' Compan) Year of Errors/omis~ion; .\mount 

I 
No Hl'COlllllS (Ruprl'.' in 

cron') 

5 ·1 amil ':iJu llack11ard Classe., I 2005-IJ(l <hcrstatcmc111 orprnli1 due lo non· 2 xx 
l:rnnnm 1c Ile' clopmenl pro' 1s1<111 for hat! and tloulnrul Jd11> 
Coporauon L11111i.·J 

6 Tamil aJu 1'011er F111ancc and 2005-06 Under>latemelll or l' rolit and Resen e> 8:. IJl)(I 

lnfra>lruc lure DL'\clopmcm Surplu' b) lh 20 lakh and Rs 711 lakh 
Corpornt1 011 1.11111tcd resp..-ctl\ d~ and 0\ erstatement of rnrrclll 

l1ab1h11es b~ Rs 911 lakh due to non 
adJustmcn1 or pa~ 111c111 reccl\cd from a 
loancc agamst \\hll'h pnn1,1011 nrNPA 

I am1I Nadu t\led1c:il Sen ice> 
Lopo1a11011 l.11n11ca 

2(1{l'-llh i (J\cr~tatcmcm of pr111it Lind l 1){1 1 
u11Jcrsta1emc111 of rnrrcnl hahil111e, Jue I 
lo lllCOffeCt :KCOl ll lllllg or liljllllbted 
damages transpnn l ines~,,. a11d 
forti:ttur~ of l:M IJ/SI> as Compan~ · !> ' 

lllCOllle lll5tcad ortrcat111g them as J 
pa~abk to the (imcrnment 

--'------

Errors am/ omissions noticed in case of Statuto1:r co11wrations 

1.25 Some major errors noticed during audit or accounts for 200~-05 or the 
Tamil adu Electricity Board arc given below: 

SI.No. Errors/omissions Amount 
(Rupees in crore) 

I. Ch crstatcment or de licit due to non accountal or credit note 30.47 
recei\'ed from Eastern Collieries l.imilcd 

-
2. Understatement of dclicit due lo incorrect a1.:countnl of rcccirt 23.84 

or 1.:urrcnt consumption charges arrears and erroneous 
m:counti ng of transmission/\\ heeling charges 

-
3. Understatement or dcli1.:it due 10 computation or intcr1.:st 21.51 

during construction b~ adorting i ncorrcct basis 

4. 0\ crstatcmcnt of Ii.lei consumption due to non ado ption or 12.23 
correct rate 

f-- -- -- - ---------
5. 'on-pro\ ision/short prm ision of Jcprccialion 11 .03 

-- ·-~·-- --- --

Audit assessment of the working re:-;11/f.\' of the Tamil Ntu/11 Electrici~r Board 

1.26 Based on the audit assessment of the working results of the Tamil 
Nadu Electricity Board for the three years up to 2005-06 and taking into 
consideration the major irregularities and omissions pointed out in the 
Separate /\udit Reports on the annual account and not taking into account the 
subsidy/s ubventions received/rece ivab le from the State Go\·crnrnent, the nd 

surplus/deficit, percentage of return on capital employed. capital invested "ill 
be as under: 

(Rupees in crurc) 

SI. Particulars 2003-0.t 200.t-05 2005-06 
No (Provisional) 

I. 'et surplus/( -) de licit as per books or (-) 1.11 0.13 (-) I. I 7(i.77 f ·II .335.2 j 
accoun ts 

2. Subsidy from the State GO\·crnmcnt 250.00 924 .50 1.179.49 

------------------------------------- -
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Audit Report (Commercial) for tile year ended 31 Marcil 2006 

SI. I . Particulars· 2003-04 2004-05 2005-06 

No,· ,. ,. (Provisional) 
. I 

I " .), Net surplus/(-i deficit before subsidy (-)1.360.13 (-)2.101.27 (-)2.514.70 

I 

from the State Government ( 1-2) 

4. Net increase/decrease in net surplus/(-) 16.05 8.66 N.A. 
de licit on account or audit comments 
on the annual accounts I 

I 

5. Net surplus/(-) deficit artcr taking into (-) 1.344.08 (-)2.092.61 N.1\. 
I 

I 
account the impact or audit comments I 

' 0 

i but before subs1dv trom the State 
' i 

: 

' Government i3-4) I 
' 

6. Total return on capital employed (-)345.34 (-)350.20 (-)535.49 I 

7. Percentage or total return Oil capital --- --- --- J employed 

[Recoveries ~1tthc instance of auditj 

1.27 Test check of records of the Tamil Nadu Electricity Board conducted 
during 2005-06 disclosed wrong fixation of tariff/non-levy/short-levy of 
tarift/short realisation of revenue and other observations aggregating to Rs.286 
crore in 1, 127 cases. The Board accepted the observations in 1,053 cases and 
recovered rupees eight crore at the instance of audit. Besides this. the Board 
recovered (February 2006) from GMR Power Corporation Private Limited a 
sum of Rs.9.95 crore being the excess payment of interest, which was pointed 
out by audit. 

!Internal audit/internal control! 

1.28 The Statutory Auditors (Chartered Accountants) are required to furnish 
a detailed report on 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) or the Companies Act. 
1956 and to identify areas which needed improvement. Dircctions/sub­
directions under the Act, ibid, were issued to the Statutory Auditors in respect 

. of 57 Government companies involving 66 accounts between October 2005 
and September 2006. In pursuance of directions so issued, reports of Statutory 
Auditors involving 39 accounts of 31 Government companies were received 
(September 2006). 

An illustrative resume of major recommendations/comments made by the 
Statutory Auditors on possible improvements in respect.or State Government 
companies arc indicated in the Anncxurc-7. 

!Recommendati(rns for closure of PSUsj 

1.29 Even after completion of 21 to 29 years of their existence, the turnover 
of four Government companies (serial numbers A-4, IO. 11. and 52 

-----·-
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of Anncxurc-2) has been less than rupees five crore in each of the preceding 
six years as per their latest finalised accounts. Two compan ies (serial number 
A- I 0 and I I of Annexurc-2) had been incurring losses for five 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 
the performance of these Government companies or consider their closure. 

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

1.30 The following table indicates the details regarding number of reviews 
and paragraphs discussed by COPU by the end of3 I March 2006: 

Period of Number of reviews and paragraphs Number of reviews/paragraphs 
Audit Report appeared in the Audit Report discussed 

Reviews Paragraphs Reviews Paragraphs 

1995-96 4 24 3 24 

1996-97 5 24 4 24 

1997-98 5 20 --- 06 

1998-99 6 23 --- 04 

1999-2000 4 24 --- 03 

2000-01 4 21 --- 02 

2001-02 3 29 --- 06 

2002-03 2 27 --- ---

2003-04 4 20 --- ---
2004-05 3 23 --- ---

TOTAL 40 235 7 69 

~19-B companie~ 

1.31 There were three compan ies coming with in the purview of 
Section 6 19-8 of the Companies Act, 1956. Anncxure-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 finali sed 
accounts. 

• 
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PERFORMANCE REVIEW RELATING TO 
GOVERNMENT COMPANY 

~ TAMIL NADU NEWSPRINT AND PAPERS LIMITED! 

!PRODUCTION AND SALE OF PAPERl 

HIGHLIGHTS 
The Company was promoted by the Government of Tamil Nadu for 
production of newsprint and printing and writing paper using bagasse as 
the main raw material. 

(Paragraph 2.1) 

The Company bad tic-up agreements with nine sugar mills for supply of 
the entire quantity of bagasse generated by them, on barter system basis 
in exchange of steam/coal. Though the Company fulfilled all its 
contractual obligations, the sugar mills did not supply the entire 
quantities of bagasse generated. This resulted in use of costlier imported 
pulp at an extra expenditure of Rs.57 crore. 

(Paragrap/1 2.8) 

Failure to adhere to the budgeted norms of pulp consumption resulted in 
extra ex~enditure of Rs.60.20 crore. 

(Paragraph 2.12) 

Failure to limit the finishing loss in paper production to the budgeted 
ceilings resulted in extra expenditure of Rs.33.67 crore during the five 
years ended 31 March 2006. 

(Paragraph 2.14) 

Modernisation of the paper machines at a total cost of Rs.105.76 crore did 
not yield the desired results. The Company's failure to achieve the 
envisaged machine speed in Paper Machines 1 and 2 after modernisation 
resulted in contribution loss of Rs.112.75 crore. 

(Paragraphs 2.18, 2.20 and 2.21) 

Grant of discount applicable to sale of note book scheme on sales under 
some other scheme resulted in irregular payment of discount of 
Rs.1.0? crore. 

(Paragraph 2.31) 

19 
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Audit Report (Co111111ercial) for the year ended 31 March 2006 

2.1 Tamil Nadu Newsprint and Papers Limited (Company) was set up by 
the Government of Tamil Nadu for the manufacture of newsprint (NP) and 
printing and writing paper (PWP) using sugarcane bagasse"' as the raw · 
material. The paper mill was commissioned (October 1985) at Pugalur in 
Karur district with an installed capacity of 90,000 tonnes per annum (TPA). 
The mill commenced production in 1986 and is the only ui1it in the State to 
manufacture paper from 'bagasse pulp. The capacity of the mill \Vas doubled 
in 1992 by -installing a second paper machine. During 2002-03, both the 
existing paper machines were upgraded increasing the installed capacity to 

2,30,000 TPA. 

The performance of the Company was last reviewed in the Report of the 
Comptroller and Auditor General of India (Commercial) - Government of 
Tamil Nadu for the year ended 31 March 1988. The review was discussed by 
the Committee on Public Undertakings (COPU) in 1993-94 and · its 
recoinmendations are contained in the 1581

h and 269
1
h report tabled in the 

Legislative Assembly .of Tamil Nadu on 19 March 1994 and 9 November 1995 

respectively. 

IScop~''of audi~ 

2.2 A Performance Audit of the activities of the Company on Production 
and sale of paper during the f!ve years from 2001-02 to 2005-06 was 
conducted through test check of records maintained at the Head Office of the 
Company at Chennai, the paper mill of the Company in Pugalur and three out 
of nine marketing offices during December 2005 to April 2006. 

2.3 The performance audit was conducted with a view to ascertaining 

whether: 

• the facilities established for manufacture of newspaper and printing 
and writing paper were utilised to the optimum level and wastages 
were within the budgeted norms fixed by the Company; 

• the procurement of raw material for the manufacture of paper was 
made economically, efficiently and the consumption of raw material 
was as per the budgeted norms; 

• modernisation and upgradation of paper machines helped in achieving 
the increased capacity; 

• the utilisation of steam and power, etc., for the .manufacture of paper 
was within the budgeted norms; and 

• the Company was able to market its products effectively and at 
reasonable prices to maximise its earnings. 

Bagasse is the residue left after extracting the juice from sugarcane. 
20 



Chapter-I I Review relating to Govem111e111 Company 

!Audit criteria! 

2.4 The audit criteria used for assessing the achievement of audit 
objectives were: 

• targets laid down by the Company for capacity utilisation, budgeted 
norms for wastages, consumption of raw material , steam. power, etc. 

• agreements entered into by the Company with various sugar mill s for 
procurement of bagas e on barter basis (in exchange of coal/steam 
supplied by the Company); 

• agreements for purchase of bagasse and hard wood pu lp from the open 
market; 

• marketing policy of the Company. 

!Audit methodolog~ 

2.5 The audit methodology adopted for attaining the audit objectives with 
reference to audit criteria were examination of: 

• agenda and minutes of meetings of the Board of Directors; 

• records relating to fixation of installed capacity and utilisation there 
against; 

• records relating to actual production, wastage, usage of raw material 
with reference to targets/ budgeted norms; 

• records relating to purchase of bagasse on barter system and purchase 
of bagasse and hard wood pulp from the open market : 

• records relating to modernisation and upgradation of paper ma ch in es; 

• records relating to sale of papers; 

• issue of audit observations and 

• interaction with the management. 

!Audit find ings! 

Audit findings, emerging as a result of test check were reported to the 
Government/Company in June 2006 and were also di scussed in the meeting of 
the Audit Review Committee on Public Sector Enterprises held on 28 August 
2006. The Secretary, Industries Department, Government of Tam ii Nadu and 
the Managing Director of the Company attended the meeting. The views 
expressed by the management and the Government have been taken into 
consideration while finalising the report. 
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2.6 The flow chart on the processes involved 111 production of paper 1s 

given belO\v: 

Process flow chart in paper production 
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Clrnpler-11 Review relati11g lo Govem111e11/ co111pt111y 

The process. in brief, involves production and mixing of bagasse pulp. hard 
wood pulp and imported pulp with chem icals before being rolled into paper by 
pressing and drying. The paper is then sorted out as copier paper. newsprint 
and other types and packed after cutting into desired sizes. 

Audit findings arising from the performance review arc discussed 111 the 
succeeding paragraphs: 

Procurement of raw materials 

Procure111e11t of bagas.ve 

2. 7 Depithed bagasse is the main raw material used for production by the 
Company and sugar mills are the main sources of supply or this raw material. 
Every MT of sugarcane crushed yie lds approximately 26 percent of wet whole 
bagasse, which on depithing yields 70 per cent of depithed baga ·se. In order 
to produce 2,30,000 MT of paper per a1111w11 (installed capacity), the Company 
requires 7 lakh MT of depithed bagasse equivalent to I 0 lakh MT of wet 
whole bagasse. The Company entered into agreement with the sugar mills for 
the procurement of bagasse in exchange of coal/steam. Based on the crushing 
capacity of the sugar mi II, the Company estimated the quantum of bagassc that 
could be procured from each mill. The estimate is necessary for deciding the 
investments in boilers and other assets to be set up by the Company in the 
sugar mills and for determining the extent of purchase of bagassc required to 
be made from the open market or through import, in case of shortage in 
procurement from the sugar mills. Shortage, if any, in procurement of bagasse 
from the sugar mills also affects the cost of procurement as the alternate 
sources of open market and import are cost lier. 

2.8 The Company had entered into agreements with 9 out of 32 sugar mills 
in the State for supply of bagasse (\ ith four mills to procure bagasse on steam 
exchange basis and with five mills on fuel viz., coal. on exchange basis). The 
agreements with the sugar mills provided for supply of the entire quantity of 
bagasse generated by them to the Company. It was. however, observed during 
audit that five sugar mills with whom the Company had entered into tic up 
arrangements did not supply the entire bagasse generated by them as detailed 
below: 

(In lakh MT) 

Name of the 2001-02 2002-03 2003-04 200-i-os 2005-06 
Ill ill 

Gene- Supp- Gene- Supp- Gene- Supp- Gene- Supp- Gene- Su11 1>-. 
lied rated lied rated lied rated lied rnted lied rated 

akthi Sugar 2.36 2.03 --- --- --- --- --- --- --- ---
t: ID Parry. 1.62 0.69 0.96 0.34 0.25 0.02 0.43 0. 19 1.33 0.32 
l'ugalur 

EID Parry. 1.08 0.72 0.82 0.54 0.34 0.2 1 --- --- 1.15 0.63 
l'cttm·aithalai 

* Cane crushed X 26 per cent bagasse generation X 70 per cent dcpithcd bagassc. 
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Audit Report (Co111111ercial) for t/1e year ended 3 l 1V/arc/1 2006 

.Name of the 2001-02 2002-03 2003-04 2004-05 2005-06 

mi II Gene- Supp-._ Gene- Supp- Gene- Supp- ·.Gene- Supp- Gene- Supp-. . lied rated lied rated lied rnted lied rnted lied 
ntk!I .. 

--- ---
Thiru Arroran. --- --- --- --- --- --- 0.92 0.42 I 
Thirumandakudi 

ALiro Energy, --- ---- ---- ---- 0.51 0.47 0.57 0.52 --- ---

Tuhili 

Non-supply of the 
entire quantity of 
bagasse generated by 
the sugar mills 
resulted in use of 
costlier imported 
pulp at an extra 
expenditure of Rs.57 
crore. 

Non-review of coal 
prices and ocean 
freight as envisaged 
in the agreement 
resulted in undue 
benefit of Rs.0.25 
crore to the sugar 
Ill ill. . 

(Figures provided only in case of short supply) 

In paper production, bagasse pulp, indigenous wood pulp and imported wood 
pulp are used in fixed proportions. As the shortfall in ;upply of bagasse had to 
be made good by the use of costlier imported pulp, non-supply of the entire 
bagasse generated by the sugar mills resulted in avoidable extra expenditure of 
Rs.57 crore on account of procurement of costlier imported pulp during the 
five years ended 3 I March 2006. The Company could not take any remedial 
action, as the agreements did not contain penal provisions for non-supply of 
the envisaged quantum of bagasse. · 

Audit analysis of the agreements made by the Company with the sugar mills 
for procurement of bagasse on barter system basis revealed the fol lowing: 

Sakthi Sugars Limited (SSL), Appaklmda/ 

2.8.1 The Company had installed boilers at SSL, Appakkudal and supplied 
coal for use in these boilers. As per the agreement, the Company had to 
procure coal and supply the same to SSL. 1-IO\vever, during 2003-04 and 
2004-05, at the request of SSL to make its own arrangements for importing 
coal, the Company agreed and paid the cost of coal along with the cost of 
transportation as if the coal was received at its Pugalur plant and then 
reloaded and transported to SSL. In addition, the Company also paid 
administrative charges, driage of coal, etc. This resulted in extending undue 
benefit of Rs.1.53 crore to SSL. Further, by allowing SSL to make its own 
arrangements for coal, the Company also paid Rs.22.64 lakh for the empty 
return trips of the vehicles transporting bagasse . 

The Government stated (July 2006) that the payment to SSL was restricted to 
the cost of imported coal plus "the other incidental expenses and the cost per 
MT paid to SSL was less than the expenditure incurred by SSL. The reply is 
not tenable as the Company should have reimbursed only the cost of coal and 
transportation charges from Tuticorin Port to SSL, Appakudal, instead of 
reimbursing the cost of coal as if the same was received at its Pugalur Plant 

·and was then transported to Sugar Mill at Appakudal. 

2.8.2 As per the agreement, coal cost to be reimbursed to the mills in lieu of 
bagasse was to be reviewed every three months. Such a review \Vas due 
during March 2005. But no such review was conducted even though the coal 
prices and ocean freight were showing a declining trend. Non-review or Jhc 
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cost b) the Company resulted in undue benefit of Rs.24.53• lakh to the SSL 
during April to July 2005. 

The Government stated (July 2006) that the Company had revie\\cd the coal 
cost periodically. The repl_ is not acceptable as it \\a noticed that though the 
coal prices started declining from March 2005 onwards, the Company failed to 
take note of this declining trend and revise the cost to be reimbursed and 
continued to reimburse at the rates fixed for the earlier three months. vi:: .. 
January to March 2005. 

2.8.3 Whenever S L. Appakudal did not have sufficient quantity of 
sugarcane. it made arrangements for diversion of sugarcane from its sister unit 
at Sivaganga and claimed the transportation cost for such diversions. The 
Company paid Rs.1.31 crorc during 2003-04 and 2004-05 on this account. 
SSL, Appakkudal was bound to supply bagasse to the Company and as such 
payment of transportation charges not covered by the agreement lacked 
justification. 

The Government stated (July 2006) that the Si aganga unit of SSL diverted 
the sugarcane to Appakudal at the request of the Company for supplying 
bagasse. I lencc, the transportation charges involved in the diversion of 
sugarcane from Sivaganga to J\ppakudal were borne by the Company. The 
reply i not acceptable, as the payment of transportation charges for sugarcane 
from one unit to another unit of SSL was not covered by the terms of 
agreement. 

2.8.4 The Company had installed boilers and other accessories in the sugar 
mill to supply the required quantum of steam in exchange of bagassc. Though 
the Company supplied steam/coal as per the tic-up arrangement, S L did not 
supply the full quantum of bagasse and there was a net shortfall to the extent 
of 1,00.757 MT valued at Rs.7.45 crore during the period 1987-88 to 2002-03 . 
The Board of the Company waived (March 2006) 45 per cent or this amount 
retrospectively by revising the steam bagasse exchange ratio from 2.10: I in 
1987-88 to 2.18: I in 2002-03. This resulted in undue benefit of Rs.3.35 crorc 
to SSL. Even after such a waiver, the balance amount of Rs.4.10 crorc \\as 
still to be recovered (March 2006) from SSL. 

The Government stated (July 2006) that SSL demanded retrospective 1-c\·ision 
or po\\'cr charges payable by the C mpany to SSL at par\\ ith the Tamil adu 
Elcctricit) Board (T EB) rates and premium for supplying bagassc from its 
enhanced sugarcane crushing capacity. It was further stated that as acceptance 
or such demands \\Ould have led to similar demands from other sugar mills, 
which supply bagasse to the Company, the above waiver was made. 

The reply is not acceptable as the Company was to pay power charges as 
stipulated in the agreement for their installations located in the mill based on 
the actual cost of power. Though the actual cost of pO\\ er calculated as per the 

... 
Quantity of coal supplied during i\rril to Jul) 2005 28.127.22 !\IT. R1:irnbur~.:J 
rate at US$ 53 rcr r-.rr. l'r.:rniling r.itc - US$ 51 rcr !\IT. l·: :\d1.ingc rate Rs. -U .60 
rcr us $. 

25 



Acceptance of higher 
steam bagasse ratio 
for EID, Pugalur 
resulted in less 
procurement of 
bagasse valuing 
Rs.1.14 crore. 

Audit Report (Co111111ercial) for tile year e11ded 31 Marcil 2006 

cost accounting rules was less than 55 paise per unit. the Company had been 
reimbursing the sugar mill at 55 paise per unit due to a provision in the 
agreement. The demand for premium payment for the enhanced supply of 
bagasse is also not tenable as the quantum of 3.30 lakh MT of wet whole 
bagasse envisaged in the agreement was never supplied by SSL even alter the 
increase in capacity. Further. since the contract did not contain any penal 
provision for short supply of bagassc, the waiver given by the company in 
lieu of the claim for premium for the anticipated supply of excess quantity or 
bagasse was not justified. 

EID Pany, Pettavaitlrnlai 

2.8.5 The Company entered into an agreement with EID Parry (India) 
Limited, Pcttavaithalai for the supply of bagasse in exchange of steam supply 
by the Company. During 2002-03 to 2004-05, as compared to the quantum or 
steam supplied by the Company. there was shortfall in supply of 
55,246.641 MT bagasse by EID Parry Pettavaithalai. In order to make good 
the shortfall, EID agreed to adjust the surplus bagasse of 22.977 MT lilted 
from its other units at Pudukottai, Nellikuppam and Pugalur. Even after 
adjustment of this quantity, there was balance quantity of 32,269.64 MT of 
bagasse still to be adjusted. Despite this. the Company procured quantity of 
9,046 MT and 4, 183 MT from Nellikuppam and PLidukottai respectively 
during 2004-05, at open market prices, instead of adjusting the same against 
the balance quantity of bagasse due from Pettavaithalai unit. As the open 
market prices were higher than the tie up rate applicable for Pettavaithalai 
unit, the procurement resulted in an avoidable expenditure of Rs.1.27 crore. 

The Government stated (August 2006) that had the bagasse not been procured 
at open market prices, the Company would have been forced to use imported 
pulp. The reply is not acceptable as EID had agreed to meet the shortfall and 
the Company should have adjusted the supply against shortfall instead of 
paying at the market rates. 

EID Pany Limited, Pugalur 

2.8.6 In the agreement entered into by the Company with this sugar mill, the 
steam bagasse ratio was indicated as 2.18: I against the ratio of 2. l: l 
applicable for other sugar mills having similar boiler capacity. Acceptance of 
a higher steam bagasse ratio for this mill had deprived the Company of 5.225 
MT of bagasse valued at Rs.1.14 crore during the five years ended 31 March 

2006. 

2.8.7 Considering that the prox1m1ty of Pugalur sugar mill would bring 
reduction in procurement cost, the Company agreed to bear 85 per cent of the 
boiler cost instead of the normal 50 per cent. Audit analysis. however. 
revealed that the envisaged benefit of lower procurement cost of bagasse was 
not achieved as the cost of procurement from Pugalur was the highest at 
Rs.4,735 per MT in 2003-04 and Rs.1,818 per MT in 2004-05. Thus, the 
decision of the Company to bear 85 per cent of the boiler cost did not yield the 
desired result leading to an undue benefit of Rs. I 0.50 crorc to EID, Pugalur. It 
is pertinent to mention in this connection that the Company did not get the 
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en tire bagasse generated by this unit as envisaged in the agreement. Fu rther. 
the Company is yet (March 2006) to recover Rs.60.70 lakh from EID, Puga lur 
towards the excess cost or steam supplied to them. 

Supreme Renewable Energy Limited, Pe111uu/(1111 

2.8.8 The Company entered (September 2003) into an agreement with 
Supreme Renewab le Energy Limited, Pennadam for procurement of bagasse 
in exchange of steam . The agreement was va lid for 17 years but the 
agreement was prematurely closed in January 2006 at the req uest or the sugar 
mi 11. The Company had to recover Rs. I. 75 crore from the sugar mi II afte r 
adjusting their various dues. This amount is yet to be recovered by the 
Company. Further, an amount of Rs.68.65 lakh towards interest on advance 
paid to the mill is also recovera ble from them but the same has not been 
recovered (/\ugust 2006). 

Open /11(/rket purclwses 

Extra expenditure 011 purc/i(lse of bagaHe 

2.9 The Company resorted to open market procurement or bagasse 
whenever there was shortfall in the receipt of bagasse from the tied up sources. 
The Company procured 13 ,703 MT of bagasse in 2003-04 from Bannari 
Amman Sugar Mills Limited (8/\S) on open market purchase basis. In 
addition to the payment fo r bagasse. the Company paid Rs. 1.4 7 crore as 
compensation to this mill on the gro und of use or coa l as fue l instead of 
bagasse. Such compensation was unwarranted in the case of open market 
purchases. 

The Government stated (July 2006) that in order to tide over the shortage or 
bagasse. the Company had planned procurement from BAS on fuel 
substitution basis and got the entire bagasse from that unit. The rep ly is not 
acceptable as the boiler in BAS was a coa l fired one and the payme nt of 
Rs. 1.47 crorc as compensation for use of coal to B/\S lacked just ifi cation. as 
the mill \\as otherwise using on ly coal as fuel. It is interesting to note that 
during the 200-l-05 sugar season, the Company procured 33.757 M'l of 
bagasse from the same source on open market basis '' ithout gi 111g 
compensation for fuel substitution. 

!Production pcrformanc~ 

2.10 The production performance of the Company during the five yea rs 
ended 3 I March 2006 is given below: 

2001-02 2002-03 2003-04 2004-05 2005-06 

Installed capacit) (MT) 1.80.000 1.80.000 2.30.IHll) :uo.ooo 2.30.000 

Production (MT) 1.84.267 1.67.878 1.82.2 15 1.96.241 2.30.079 

Capacity utili sation (in 102.3 7 93.26 79.21 85.32 100 
p..:r cent) 

- - - - --·--'--- - ~- -· 
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2.11 As part of the budgetary exercise and control. the Company prepares 
an annual budget for the production and consumption of various consumables 
like pulp and chemicals and utilities like steam and power. The performance 
of the Company vis-a-vis norms .fixed by the Company is discussed in the 

following paragraphs: 

Pulp co11sumptio11 

2.12 The Company had fixed norms for consumption of pulp mix vi::: .. 
mechanical bagasse pulp (MBP), chemical bagasse pulp (CSP), hard wood 
pulp and imported wood pulp in the production of news print and printing and 
writing paper. The Company, however, did not adhere to the budgeted norms 
of pulp mix in the last five years and· the percentage of excess over the 
budgeted norms ranged from 12 to 218 per cent. The Company used hard 
wood pulp and imported pulp, which are costlier than the bagasse pulp, far in 
excess of the budgeted norms. This resulted in an extra expenditure of 
Rs.60.20 crore during the five years ended 31 March 2006 as detailed in 
Anncxurc-9. It is pertinent to mention that in spite of increased and 
substantial availability of bagasse during 2005-06 as compared to earlier 
years, the Company increased the content of costlier imported pulp from 8 per 
cent in 2004-05 to 17 per cent in 2005-06 .. The Company actually consumed 
16 per cent of imported pulp in paper production in that year. 

The Government stated (July 2006) that the actual pulp production vis-a-vis 
targeted pulp production should be reckoned and not the pulp mix. Pulp mix 
depends on the condition of the paper machine, actual operating speed. 
products and other factors. The reply is not acceptable, as the target of pulp 
mix would have been arrived at only after considering all_ these aspects. 
Further, any adverse variance in the pulp mix results in increase in cost of 

production. 

Consumption of cltemica/s 

2.13 Consumption of chemicals in the three pulp mills viz., MBP mill, CBP 
mill and hard wood pulp mill and in the paper making process were in excess 
of the budgeted norms as detailed in Anncxurc-10. 

From the annexure, it can be seen that the Company kept on changing the 
budgeted norms for consumption of various chemicals from year to year. In 
spite of this, the consumption of chemicals was in excess of the norms in· 
maximum number of chemicals. Based on the cost of chemicals and the paper 
production in the respective years, the excess consumption of chemicals 
resulted in additional expenditure of Rs.9.48 crore in the pulp mills and 
Rs.7.46 crore in paper production during the five years ended 2005-06. 

The Government stated (July 2006) that the poor quality of water resulting 
from use of recycled water as a measure of water conservation and poor 
quality of bagasse resulted in excessive usage of chemicals. The reply is not 

· acceptable as the Company itself had stated (August 2005) that poor quality of 
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chemicals used in the pulp and paper making process resulted in higher 
consumption of chemicals. 

Excess fi11islti11g loss 

2.14 Finishing loss may occur due to various factors like loss at winder, loss 
due to roll and winder breaks, left over paper on jumbo, crease and 
corrugation problems, loss at rewinder, loss at cutter and finishing, core end 
and reel top, cutter breaks, etc. The rejected paper is sent to the pulp mill for 
re-pulping. 

There were no industry norms available with the Company for the finishing 
loss. Every year, the Company fixes the budgeted ceiling for finishing loss . 
There were wide variations in the ceilings fixed for newsprint from year to 
year. The actual finishing loss in terms of percentage of production had been 
very high vis-a~vis budgeted ceilings as detailed below: 

(Percentage of production) 

Year Budgeted ceilings Actuals 

Newsprint PWP-P 1-1 PWP-l'i\1-11 'cwsprint l'\\'P-PJ\1-1 PWP-Pi\1-2 

2001-02 4.80 11.00 9.50 7.03 12 . 16 11.13 

2002-03 6.50 9.99 10.09 8.45 12.62 11 .55 

2003-04 9.00 10.81 I0.00 5.34 15.42 11.39 

2004-05 5.50 11.00 9.00 4.45 11.67 10.24 

2005-06 4.00 10.65 9.40 6.83 11.27 9.69 

Audit analysis revealed that the main reasons for the higher finishing loss \Vere 
crease and corrugation, excess trim loss and excess left over quantity due to 
usage of non-uni form diameter reels. Computed with reference to the 
production in the respective years, the excess finishing loss had resulted in 
111curnng of extra expenditure of Rs.33.67 crore on repulping during the five 
years ended 31 March 2006. 

The Government stated (July 2006) that the finishing loss is machine specific 
and depends on the machine condition, quality of input materials, pulp furnish, 
quality of water, quality requirement of end paper, small width reels and ratio 
of reels to sheets. The reply is not tenable as these factors would have been 
taken into account while fixing the ceilings. The Government also stated that 
the Company would keep the finishing loss within the budgeted levels in 
future. 

Excess retree generation 

2.15 Retrce is the material rejected by the Quality Control Department 
during the production of paper. This is sold in the market at lower rates, by 
giving discount. The percentage of retree varies from machine to machine 
because of the machine conditions, furnish change, grade change, operational 
parameters, etc. The Chairman-cum-Managing Director of the Company fixed 
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(September 200 l) the ceiling for retree generation as five percent in the case 
of PM-1 and three per cent for newsprint and three and ha! f per cent for P\VP 
in the case of PM-2. As against these ceilings, actual retree generation ranged 
between 6.50 and 19.60 per cent during the five years ended 31 March 2006. 

Audit analysis revealed that poor quality of bagasse fibre and poor 
dimensional stability were the main reasons for higher retree generation. Poor 
reels condition, crease and corrugation in paper also contributed to the higher 
retree generation as disci.1ssed in Paragraph 2.19 supra. The Company has not 
been able to reduce these deficiencies so far. Failure to maintain the retree 
generation within the ceilings resulted in revenue loss of Rs.3.53 crore during 
the five years due to selling of paper at discount as detailed below: 

Year Equivalent Retrec gencratio1i iii Excess Average Revenue 
.. Finished percentage rctrce discount loss . 

Production generation 
·.(Ri1pees . , r~· ... . . 

in MT (Rupees 
·' ... . ,,_ 

Ceilings 
pc1· MT) in lakb) 

'i, ' · Achrnl~ . Excess (2X5) 
' (6X7) 

(1) '(i) (3) 
'' 

(4) ' (5)' (6) (7) (8) 

PM-1 

2001-02 84,293 5 14.94 9.94 8,379 500 41.89 

2002-03 75,870 5 17.07 12.07 9, 158 500 45.79 

2003-04 81,711 5 19.60 14.60 11,930 500 59.65 

2004-05 95,125 5 7.76 2.76 2.625 1000 26.25 

2005-06 1.07,805 5 8.60 3.60 3.881 1.000 38.81 

PM-2 

2001-02 66.380 3.5 9.95 6.45 4.282 500 21.41 

2002-03 70,290 3.5 11.57 8.07 5,672 500 28.36 
-------

. 2003-04 92,107 3.5 9.06 5.56 5.121 500 25.60 
--

2004-05 93,773 3.5 6.84 3.34 3,132 1.000 31.32 

2005-06 1.15.264 3.5 6.50 3.00 3.458 1.00() 34.58 
·--

Total loss due to Excess Retrce generation 353.67 

The Government stated (July 2006) that water shortage, use of recycled water 
and problems faced in the paper machine after upgrade/speed up were the 
reasons for higher retree generation and assured that this would be brought 
down substantially in the years to come. The reply is not ternible as these 
factors would have been taken into account while fixing the budgeted ceilings. 

Cutting loss 

2.16 The Company installed (Apri I 2000) Bi lomatic cutter machine and 
ECH WILL cutter (February 2003) to increase the production of cut size packs 
of .cdpier paper. It was· noticed in audit that these cutting machines did not 
work to their full capacity since inception. further, the cutting loss was also 
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ve1") hi gh and it ranged from 5.05 to 11.69 per cent in Bilomatic cutter and 
from 5.11 to 11 .3 9 per cent in ECH WILL cutter as against the ceiling of 4.0 
per cent. The excess cutting loss over and above the ceiling resulted in 
extra expenditure of Rs.8.18 crore for repulping the cutting loss as detailed 
below: 

Year Paper inpul Culler loss in pcrccnlagc E~ccs Cos! of E~tra 

(In i\IT) culling loss rcpul11i11g C\pcnditure 
(In i\IT) 

(Rupees per (Rupees in (2X5) 
l\IT) lakh) (GX7) 

Cciliugs Actuals Excess 

(1) (2) (3) (4) (5) (6) (7) (8) 

Bilomatic cutter 

200 1-02 12.398 4 9. 18 5. 18 642 17. 197 11 0.4 1 
--

2002-03 11. 911 4 9.45 5.45 649 17.403 112.95 

2003-04 6.033 4 11.69 7.69 464 19.234 89.25 

2004-05 8.923 4 9.99 5.99 535 18.362 9g.24 

2005-06 10.803 4 5.05 1.05 113 17.446 19.7 1 
- --·-~ 

ECll WILL cutter 

2003-04 12.974 4 11.39 7.39 959 19.234 184.46 

2004-05 19.814 4 8.22 4.22 836 18.362 153.51 

2005-06 25.792 4 - . II I. II 286 17.446 49.90 
-·- ---

TOTAL 818.43 

The Government stated (July 2006) that poor quality of paper was the major 
reason for higher cutting loss . Audit analysis, however, revealed that apart 
from the poor quality of paper, longer downtime due to frequent change of 
production from A4 to A3 size and A3 to Folio size, frequent equipment 
failures and rough cutting, which were all controllable, were the main reasons 
for higher cutting loss. 

!Modernisation of paper machines(PM)I 

2.17 In the year 2002, the Company undertook modernisati on of PM- I and 
PM-2 with a view to eliminate operational bottlenecks and to increase the 
installed capacity of the mill from 1,80,000 MT to 2JO,OOO MT. The 
modernisation programme, inter alia, included rebuild of PM-I and speed up 
of PM-2. 

Rebuild of Paper Mac/Jiue-1 

2.18 With a view to improving the efficiency of the paper machine and to 
operate the paper machine at high speed during the manufacture of surface 
size grade paper, the Company took up rebuild of PM-I . The Company 
completed the rebuild of PM-I during September to December 2002 at a total 
cost of Rs .52 .21 crore. 
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It was observed in audit that the envisaged speed of 660 meter per minute 
(mpm) for 60 GSM surface size paper was not achieved even after 
modernisation and the actual speed achieved ranged from 612 to 624 mpm. 
Computed with reference to the actual production per hour achieved each year, 
failure to achieve the envisaged speed resulted in production shortfall to the 
extent of 6,241 MT and 6,245 MT respectively during 2003-04 and 2004-05. 
Iii December 2005, the Company fixed benchmark speed for other than copier 
paper production for above and belmv 60 GSM at 650 and 700 mprn 
respectively.· The Company even failed to achieve this benchmark speed 
resulting iri production shortfall of 5.345 MT during 2005-06. The shortfall in 
production during the three years ending 2005-06 resulted in contribution loss 
of Rs.22.24 crore. 

Audit analysis further revealed that the machine speed of PM- I was low clue 
to the weak frame of the machine. which vibrated at higher speeds. Further. 
during higher usage of CBP, rigidity drops when the machine is operated at 
high speed affecting the runability of the machine. 

The Board of Directors were informed in December 2005 i.e., after three years 
of rebuild, about the various problems in the machine like the head box 
problems, size press and quality related issues which continued to remain . 
A technical audit conducted (April 2006) by METSO Paper. Thailand. 
suggested (July 2006) remedial measures that were required to be taken at 
various sections of PM- I on priority basis. 

Failure to replace ltead box 

2.19 The Company appointed (August 2000) Omni Continental (Omni) to 
conduct technical audit of PM-I. Omni. inter ct!ia. suggested (August 2000) 
replacement of head box with a modern one. The Company sought the 
opinion of Sandusky, the original supplier of PM- I, who stated (July 200 I) 
that the head box had been badly damaged and recommcnclccl its replacement 
with a new electro polished unit. In spite of these clear recommendations, the 
Company instead of replacing the head box, decided to opt for short term 
measure of reconditioning. The reconditioning was completed at a cost of 
Rs.1.95 crore (November 2002). As the problem of crease and corrugation in 
the final product continued even after reconditioning, the Board of Directors 
were informed (December 2005) that there was an urgent need for replacing 
the head box with state-of-art dilution type one. The consultants (METSO) 
among other things recommended (July 2006) to replace the existing head bo:-..: 
with a new one equipped with dilution control system. 

The Government stated (July 2006) that replacement of head box involved 
huge capital. change of machine layout and Jong machine shut clown to 
carryout the changes and hence the Company opted for repair of head box. 
The reply is not acceptable as even after repair of head box. quality problems 
like crease and corrugation continued resulting in excess rctree generation and 
increase in finishing loss. Thus, the reconditioning of the head box at a cost of 
Rs.1.95 crore had not yielded the desired results. 
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Rebuild of size press 4PM-1 

2.20 In order to improve the machine running for sized grades of paper and 
to improve the sizing quality, the Company carried out (July 2003) rebuild of 
the existing size press in PM- I at a cost of Rs.24.02 crore. Though rebuild of 
the size press was to help in reducing the two sidedness of the paper, this 
quality complaint, however, continued to persist as is evident from the 
technical Audit repo11 of METSO, Thailand (April 2006). 

The Government stated (July 2006) that the installation of size pres had 
helped the Company to produce surface sized paper in large quantities which 
in turn increased the market share of the Company and that t\ a-sidedness had 
never been a quality complaint warranting price reduction or compensation. 
The reply is not acceptable as the installation of size press was to reduce the 
two sidedness of the paper but this quality complaint still persisted as is 
evident from the agenda note submitted (December 2005) to the Board of 
Directors. 

Speed up of PM-2 

2.21 The main objective of speed up of PM-2 was to increase the machine 
operating speed from the existing level of 750 mpm to 900 mpm. The 
Company completed the speed up programme during 2002-03 at a total cost of 
Rs .29.53 crore. 

PM-2 achieved the machine operating speed of 693 and 713 mpm during 
2003-04 and 2004-05 respectively against the en isaged speed of 900 mpm. 
During 2005-06, the Company fixed benchmark speed at 800 mpm for PWP 
above 60 GSM and at 860 mpm for PWP less than or equal to 60 GSM. It 
was, hO\\evcr, observed during audit that even this reduced speed was not 
achieved in 2005-06. Failure to achieve the envisaged speed and benchmark 
speed after rebuild resulted in production loss of 31,035 MT, 21,409 MT and 
14.216 MT of PWP during 2003-04. 2004-05 and 2005-06 respectively with 
corresponding contribution loss of Rs .90.5 1 crore. It was noticed in audit that 

• poor fan pump capacity in PM-2 is the major constraint in improving the 
speed. 

2.22 During the speed up of PM-2, two shells failed prematurely due to 
poor design and quality. As these failures occurred during the warranty 
period, the supplier should have replaced the shells free of cost. The supplier. 
however, charged Rs.3.79 crore for these two shells. The Company also 
agreed and adjusted thi s amount against liquidated damages recoverable from 
the supplier for shortfall in guaranteed performance . The payment for 
prematurely failed shells during the warranty period resulted in extension of 
undue benefit to the supplier . 

Quali(y control .\)'Stem 

2.23 The Company upgraded the Quality control system (October 2002) in 
PM-2 by adding a colour control system as the exi ting system was found 
inadequate after speed up of P\1-2. The colour control system (valuing RsAO 
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lakh) was installed with a view to facilitate on line control of colour/shade of 
paper without human intervention. This system, however, could not be 
satisfactorily commissioned so far, thus, rendering the investment unfruitful. 

The Government stated (July 2006) that the supplier is being asked regularly 
to rectify the defects. The reply does not explain \vhy the defects in the 
system persist even after four years of supply and what action the Company 
proposes to take against the supplier in this regard. · 

lutilitiesl 

The main utilities in the production of paper are steam and power. A review 
of these utilities revealed the following: 

Pe1fomumce of tile steam boiler . 

2.24 The pulp mill, soda recovery plant and paper machine need Low 
Pressure (LP) steam and or Medium Pressure (MP) steam for process. The 
required steam is generated using solid fuels like coal, pith, lignite and agro 
fuels in varying prop011ion. 

The Company has five boilers for production of steam out of which four have 
a capacity to produce 60 MT of steam per hour each. while the fifth boi !er can 
produce 90 MT of steam per hour. The Company had fixed efficiency levels 
for these boilers. It was noticed that none of the boilers achieved the budgeted 
throughput (quantity of steam generated per hour) in any of the five years 
ended 31 March 2006 (details in Anncxurc-11). 

It was noticed in audit from the minutes of the Board meeting held in April 
2006 that high cold water temperature due to break down of cooling towers 
and low condensation power generation from turbo generators resulted in low 
throughput from boilers. The ·efficiency of boilers also got affected due to 
feeding of wet fuel. Failure to achieve the budgeted levels of efficiency led to 
short fall in generation of steam aggregating to 10,52,417 MT and consequent 
loss of power generation to the extent of 327 million units valued at Rs.33.16 
crore, which could have been earned by the Company by selling the surplus 
power to Tamil Nadu Electricity Board. 

Steam 

2.25 The pulp mill, soda recovery plant and paper machines need steam for 
process. The Company has fixed budgeted norms for the steam in each such 
process. Audit analysis revealed that the actual consumption of steam was in 
excess of such budgeted norms by 0.29 MT to 0.34 MT of steam per tonne of 
paper/pulp production in PM-1, by 0.0 I to 0.05 MT in PM-2 and by 0.0 I to 
0.34 MT in pulp mills during the period of five years ending 2005-06 (details 
in Anncxurc-12). Computed with reference to the cost of steam generation in 
the respective years and after allowing a variance up to I 0 per cent. such 
excess consumption resulted in an additional expenditure of Rs. I 0. 94 crore 
during this period. The Government stated (July 2006) that the speci fie 
consumption norms in the budget were fixed at a level better than the best 
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achieved in the past so as to exert pressure and reduce consumption further. 
The reply is not factually correct as the budgeted levels of consumption were 
more than even the worst performance in PM-I for production of PWP, low 
and medium pressure steam in soda recovery plant. To cite a specific 
example, for production of PWP in PM-I, the lowest consumption of steam 
was I .69 MT and the highest was I .80 MT. The Company, however, fixed the 
benchmark consumption as 2.20 MT. which was 20 per cent more than the 
worst performance. 

Power 

2.26 For in-house requirement of operation of various machines, the 
Company needs power. Audit analys is revealed that the actua l consumption 
of power exceeded the budgeted norms and the excess consumption in PM- I 
ranged between 8 and 33 K WI-I per MT of paper/pulp production, in PM-2 
between JO and 55 KWll and in the pulp mills it ranged between 7 and 53 
K WI-I (details in Anncxurc-13). The excess consumption of power computed 
with reference to the cost of power generation of the respective years and after 
allowing a variance up to I 0 per cent resulted in an extra expenditure of 
Rs.4.42 crore during the five years ended 2005-06. 

The Government stated (July 2006) that the frequent sheet breaks and 
threading problems resulted in frequent start and stop of the machine. Due to 
idle running of the machine during paper breaks, the specific consumption of 
steam and power was higher. The reply is not acceptable since all these were 
controllable by the management. 

Isa le of pape~ 

Sales performance 

2.27 The major products sold by the Company are NP and PWP. The major 
channels of sales are direct sales, sales through dealers and exports. The 
details of sales effected through the three channels during the five years ended 
31 March 2006 are given below: 

(Quantity in MT) 

Direct Percentage Sales Pl•rcentage Export Percentage Total 
sale through 

indentors 

28.051 18.67 95.121 63.30 27.087 18.03 1.50.259 

37.584 25.50 83,927 56.95 25.871 17.55 1.47.382 

45.973 37.76 89.525 54.06 30.098 18. 18 1.65.596 

55.795 28.82 96.524 49.86 4 1.264 21.32 1.93.583 

61.031 27. 17 1.24.935 55.62 38,645 17.2 1 2.24.611 

From the above details, it can be seen that the percentage of sale through all 
the three channels had remained more or less at the same level during the 
period 2001-02 to 2005-06. 
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Variety-wfa·e sale of papers 

2.28 The details of item-wise sales achieved by the Company during the 
five years ended 31 March 2006 are given in Anncxurc-14. 

It will be seen from the Annexure that: 

• The realisation from the sale of newsprint was much lower than the 
cost of production in 2002-03 and 2003-04 resulting in loss of Rs.9.98 
crore. Availability of imported newsprint at cheaper rates affected the 
sales of domestic newsprint. 

• The margin derived from the sale of cream wove paper, which is the 
predominant variety, was declining. This was due to static sales 
realisation compared to the increased cost of production. 

• Even though the margin earned by selling copier paper produced in 
PM-2 was higher than that produced in PM-I, the Company 
discontinued copier production in PM-2 due to non-availability of size 
press in PM-2. 

Sale to Nav11eet Publicatio11 India Limited 

2.29 The Company entered into a contract for the supply of paper during 
I October 2004 to 30 September 2005 to Navneet Publication India Limited 
(NPIL). As per this agreement, NPIL committed to lift 12,000 MT of paper 
within this period. Based on this commitment, the Company agreed to extend 
a special discount of Rs.3, 100 per MT (i.e., the discount admissible for lifting 
12,000 MT and above per annum). In spite of the fact that N Pl L placed orders 
only for 9,809 MT within the contract period and the Company si.1pplied only 
6,949 MT of paper during this period, the above mentioned discount meant for 
the committed quantity of 12,000 MT was extended to NPIL. This resulted in 
undue benefit of Rs.!. I 0 crore to NPIL. The Company also allowed a credit 
period of 75 days instead of 30 days allowable as per its credit policy . 

. The Government stated (July 2006) that due to imposition of anti dumping 
duty by US for Indian paper, NPIL could not lift the agreed quantity within the 
contract period. The Company, therefore, extended the contract period upto 
31 December 2005 to complete the quantity. The reply is not acceptable as 
the contract neither contained any conditions for extension of period of supply 
in case of inability of the buyer to lift the agreed quantity nor the purchase by 
the buyer for expo1t to US was recognised as a condition in the contract. As 
such the applicable discount of Rs.2200 per MT only should have been given 
instead of Rs.3, I 00 per MT. 

Credit policy 

2.30 The declared credit policy of the Company stipulated a maximum 
credit period of 30 days. For payments of dues beyond this period, interest at 
the rate of 20 per cent of outstanding dues was to be charged from the date of 
despatch of goods till the date of payment. Audit analysis. however, revealed 
that the Company as a matter of routine had been allowing credit facility for 
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periods beyond the stipulated 30 days, vi::., up to 75 days. In addition to this, 
the Company had also been extending cash discounts. which were allowable 
for payments within the credit period of 30 days. even for the extended credit 
periods. For instance, Navncet Publications (75 days credit with cash discount 
at 1.5 per cent), Manipal Group of companies. Rational Business Corporation 
(60 days credit \\ ith cash discount at 1.5 per cent) and Papyrus Printing and 
Packing, Nagpur (60 days credit with cash discount at 1.5 per cent) were 
extended such concessions. rurther, the Company also allowed as a matter of 
routine incentives/discounts admissible for a particular variety of paper on 
fulfilling conditions (relating to lifting of commitrcd quantity and paymenr of 
dues within the credit period) to all other varieties of paper sold and even 
without ful fi 11 ing the stipulated conditions. 

The Government stated (July 2006) that depending on the market conditions 
and spec ific requirements of the customer. additional credit had been allowed. 
It was, however, observed in audit that major customers were not only given 
higher discounts but were also given extended credit periods beyond the 
normal period as stated above. 

Irregular payment of discount 

2.31 The Company sold paper under various schemes offering discounts. 
One such scheme was the note book scheme. Under this scheme, the buyer 
was eligible for special discount for purchase of cream \\Ove paper of 50-64 
GSM without any size restrictions. For the supply of other varieties of paper 
and papers of other GSM, the buyer can claim discount under the publication 
scheme. The Company so ld 2,231 MT of paper during 1 January 2004 to 3 1 
March 2005 and 1,787 MT of paper during 1 April 2005 to 28 February 2006 
to Manipal Group of Companies which did not qualify for the grant of 
discount under the note book scheme and was eligible for di count only under 
the publication scheme. Grant of discount under the notebook scheme resu lted 
in irregular payment of discount of Rs.1 .09 crorc. 

The Government stated (July 2006) that eligible discount was granted 
considering market conditions. The reply is not acceptable as the party Ii ftcd 
paper which did not qualify for discount under the notebook scheme. 

!Acknowledgementj 

2.32 Audit acknowledges the co-operation and a sistance extended by the 
staff and management of the Company and the concerned officers of the State 
Government at various stages of conducting the performance rcvie\\'. 

lconclusionl 

The company failed to get the supply of the entire quantity of its main 
raw material viz., bagasse, from the sugar mills with whom it had entered 
into required agreements, in spite of it fulfilling all its contractual 
obligations. This led to increase in substitution of bagasse with costlier 
imported pulp, which in turn, increased the cost of production of paper. 
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Undue benefits- were extended to sugar mills through payments not 
covered by the terms and conditions of the contracts. The Company has 

· not been able to reap the benefits of the modernisation of Paper Machines 
in full. The Company failed to achieve the budgeted pulp mix resulting in 
excess consumption of imported pulp. The Company also failed to 
achieve the budgeted norms fixed for finishing loss, retree generation, 
consumption of steam, chemicals and power. 

oc~ecoiilmendationsl 
• The Company should incorporate suitable clauses in the barter 

agreements with sugar mills for supply of bagasse to safeguard its 
interest, particularly in the event of non/short receipt of bagasse. 

• The Comp~iny should take adequate steps to improve the operational 
efficiency of paper machines so as· to derive the benefit of 

modernisation in full. 

• The Company should try to achieve the budgeted norms fixed by it to 
reduce the cost of production and to earn more revenue. 
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PERFORMANCE REVIEW RELATING TO STATUTORY 
CORPORATION 

13 TAMIL NADU ELECTRICITY BOARD! 

EXECUTION OF BHA VANI KATTALAI BARRAGE-I 
HYDRO ELECTRIC PROJECT 

HIGHLIGHTS 

The Board accorded adminisrative approval for comm1ssionrng the 
Bhavani Kattalai Barrage-I Hydro Electric Project with an installed 
capacity of 30 MW at a total cost of Rs.90.62 crore within 36 months from 
July 1997. There was time overrun of six years in completion of the 
project. 

(Paragrapll 3.1) 

Delay in commissioning of the project led to potential generation loss of 
394.41 MUs of power and extra expenditure of Rs.8.91 crore on exchange 
rate variation. 

(Paragraplls 3. 7 and 3.11.1) 

The project suffered a cost overrun of Rs.125.63 crore resulting in 
increase in cost of power generation from the envisaged 203 to 43·9 paise 
per unit, and in the per MW cost from Rs.3.02 crorc in 1995-96 to 
Rs.7.21 crore in 2005-06. 

(Paragrapll 3.8.1) 
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JintroductionJ 

3.1 The composite project of Bhavani Kattalai Barrages Hydro Electric 
Project Stage-I (BKBHEP Stage-I) comprising three barrages with a total 
installed capacity of 90 mega watt (MW) was initially conceived in 1984 al an 
estimated cost of Rs.78.67 crore (at I 982-83 price level). The project 
envisaged power generation along the course of Cauvery river as a run or the 
river scheme utilising the irrigation releases from the Mettur dam and 
contributory Jlow from the Bhavani river by making use of the nine meter bed 
fall available at three places below the con1luence of Bhavani river. The 
project, however. could not be formalised as it involved inter State issues that 
could not be resolved. In the meantime, the Government of India (GO!) 
notified (October 1994) that projects costing less than Rs. I 00 crore need not 
be forwarded to the Central Electricity Authority (CEA) for its clearance. 
After this. the Board split the composite project ( 1995) into three distinct 
projects each with a capacity of 30 MW and decided to implement one or the 
three projects. 

The project viz., Bhavani Kattalai Barrage-I Hydro Electric Project (one out of 
the three projects) with an installed capacity of 30 MW (two units of 15 MW 
each) was estimated to cost Rs.90.62 crore at 1995-96 price level. The State 
Government approved the project in January 1997 and the Board gave 
administrative approval in .July 1997. The project work commenced in .July 
1997 and was expected to be completed \vithin 36 months i.e .. by .lune :WOO. 
One unit of I 5 MW was commissioned on I August 2006; the second unit is 
yet to be commissioned (August 2006). Total expenditure of Rs.216.25 crore 
had been incurred on the project till March 2006. 

Jsco1)c of audig 

3.2 The performance audit of the project was conducted during December 
2005 to April 2006 covering aspects such as execution of the project. funding 
of the project and contractual matters. The Audit reviewed the records 
maintained in the following offices of the Board connected with the execution 

of the project. 

• The Chief Engineer (Civil Designs); 

• The Chief Engineer (Project - Electrical and Machinery); 

• The Chief Engineer (Investigation); 

• The Chief Engineer (Hydro Projects - Execution): 

• The Superintending Engineer (Civil Hydro Projects - Execution): 

• The Superintending Engineer (General Construction Circle); and 

• The Superintending Engineer (Generation). 

In addition, records at the Headquarters of the Board were also scrutinised. 
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!Audit obj ec tive~ 

3.3 The audit was conducted \ ith a view to ascertain \\'hether: 

• the project was implemented effic iently: 

• an adequate and effective monitoring mechanism ''as in existence: 

• funds were arranged economically and were uti I ised economica lly; and 

• the execution of work was as per the term s of the contracts and 
agreement entered into. 

!Audit criteria! 

3.4 The audit criteria considered for assessing the ac hievement or audit 
object ives were: 

• The estimated cost of the project envisaged in the Detailed Project 
Report (DPR); 

• Scheduled date of commencement and commissioning of the project: 

• PERT charts/CPM* prescribed for monitoring or the project: 

• The terms and conditions of grant or loans by the lenders: and 

• The terms and condit ions of various contracts/agreements entered into 
by the Board for execution of the works. 

!Audit metho<lologyj 

3.5 Audit reviewed the records relating to the projects in the e en offices 
as mentioned in Paragraph 3 .2. The methodology adopted fo r alta i ning the 
aud it obj ectives were: 

• examination or DPR and PERT charts/ PM prepared for monitoring 
the progress or the project; 

• examination of loan agreements ente red into '' ith the lenders: 

• examination of records relating to tendering. evaluation and awa rd or 
contracts: 

• examination of documents re la ting lo execution of the contracts: and 

• issue or audit observati ons and interaction with the management. 

k\u<lit fin<lin d 
• 

Audit findings emerging from the performance rcvicv" were reported to the 
Board/Government in June 2006 and di cussed in the meet ing or the /\ udit 
Re view Committee on Public Sector Enterp ri ses held on 8 /\ugust 2006. The 

PEl~.'l -Programmc 1:n1luation und Re' ie" Technique 
Cl't\1-Critiea l Path 1\ Jethod 

.ti 
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Under Secretary, Energy Department, Government of Tamil Nadu and the 
Member (Generation) and Member (Accounts) of the Board attended the 
meeting. The views expressed by the management and Government during 
the said meeting have been taken into consideration while finalising the 
review. 

Audit findings are discussed in the succeeding paragraphs. 

!Project moniforind 

3.6 Inspection of the field offices by the higher officers of the Board and 
monitoring of the project using the Programme Evaluation and Review 
Technique (PERT), Critical Path Method (CPM), etc arc some of the controls 
commonly used to monitor progress of work. In this particular project. the 
Chiefs of the executing wings connected with the project carried out 
inspection of the project work relating to their respective areas of work only 
without coordinating with the others. For instance, the Chief Engineer (Civil . 
Designs) monitoicd the civil works only and the Chief Engineer (Projects) 
monitored the electrical and machinery works. The Chief Engineer (Hydro 
Projects) confined himself to monitoring the execution part of the project 
work. An overall coordinating mechanism was absent throughout the full 
period of implementation of the project, resulting in abnormal delays in 
completion of the works. 

The DPR prepared by the Board in 1995 included a "Bar Chart" indicating the 
various milestones commencing from "preliminary works and land 
acquisition" to "testing and commissioning of the generating equipment'', 
besides setting up of the facilities for transmission and distribution of the 
power generated. The entire project which c01isisted of seven major packages, 
viz., Barrage civil works, Barrage gate works, IT-OT gates. Power House sub­
structure, Power House super structure, Generating machinery and Electrically 
operated Overhead Travelling (EOT) crane, was to be completed within 36 
months. However, due to ineffective supervision of the work, the Board had 
to conve11 (May 1999) the Bar chart into PERT chart and revised the 
completion time to 54 months. Subsequently, the PERT chart was revised 
three times in October 2004, December 2005 and March 2006 correspondingly 
increasing the completion schedule to 76, 90 and 96 months respectively. The 
Board could not adhere to these revised schedules indicating lack of effective 
control over the execution of work and at no stage were the reasons for the 
delays analysed at the Board level. Absence of effective project management 
and monitoring was also evident from the fact that none of the seven major 
packages was completed within the time schedule envisaged in the DPR as 
discussed in the subsequent paragraphs. 

The Government stated (August 2006) that during actual execution, the co­
ordination among the various functionaries of the Board as contemplated 
could not be achieved cent per cent. The Board stated that the improbabilities 
occurred during tendering, legal problems cropped up during finalisation of 
tenders and site problems encountered during actual execution of work led to 
extension of time for each package, which occurred inadvertently. 
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fnme overrun! 

3.7 The DPR for the composite project of 90 MW was sent to CEA in 
March 1984 for clearance, suggesting location of the pO\ er house on the right 
Oank of the Cauvcry River considering the aspect that the major District Road 
ran on the right flank and also due to the logistical reasons for the transport of 
heavy duty machines during the execution of the project. The Board. after 
sending the DPR of the composite project to CEA. obtained a soil survey 
report from the Geological Survey of India (GS!) in 1985 . The soil survey 
report indicated the left flank of the river as the preferred location of the power 
house. In spite of this report, the Board retained the location of the power 
house at the right flank while preparing the DPR in 1995-96 for the split 
project of 30 MW and commenced the execution of the project as such. 

During the execution stage, the Board again obtained a report from GSI in 
September 2000, which reiterated their earlier recommendation to locate the 
power house at the left flank. Consequently, the Board decided (September 
2000) to change the location of power house to the left flank . This decision to 
change the location of the power house rendered the efforts made till then 
redundant. All the preliminary\ orks of geo-technical investigations. survey, 
etc., were to be done afresh resulting in a time overrun of more than three 
years. 

The following table indicates the scheduled and actual dates of completion of 
the seven major packages in the execution of the project and the time overrun. 

(In months) 

SI. Pal·kage Time scheduled Actual time Time 
No as per DPR taken overrun 

I. l3arragc ci,·il \\"Orks !\. ,\·anl 6 28 22 

Execution 15 47 '') .)_ 

2. Barrage gate 1rnrks !\. mtrd 6 36 30 

Execution 9 22 13 
------- - -

3. Intake and Jrali tube !\. \\"Ut"d 9 58 49 
gates 

Execution 15 24 9 

4. Po\\"cr I louse sub- i\ \\·arc.I 6 '') .)_ 2(1 
-structure 

Execution 12 46 34 
-~ c------- ---- ·-- ~ - - -
5. I'm' er I louse super !\. \rnrc.l 6 41 35 

structure 
l·:xccution 6 25 19 

6. Generating !\. \\"ard 9 36 27 
machinery 

Execution 18 60 42 
-- - - -

7. EOT cr•me !\. waru 9 9 ---
Execution 12 16 4_j 
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As could be seen from the above table, there were abnormal delays in 
execution of the works some of which are discussed in the succeeding 

paragraphs. 

Barrage civil works 

• The commenceineni of work relating to frain ing of the Draft Tender 
Specificatioi1 (DTS) and award of the contract was delayed by 22 
months as against the target of six months. 

• The execution of the work was completed in 4 7 months as against the 
target of 15 months. The delay was due to non-release of drawings by 
the CE (Civil Designs) for two piers, non-release of dravvings for hold- · 
on-top for all the piers, non-release of work front by the other agencies 
viz., Barrage Gate works and IT-OT gate works contractors and delay 
in approval of the design drawings of Road Bridge Girder. 

Barrage gate works 

• As against six months prescribed 13 months were taken to initiate the 
work on the preparation of DTS and a further 23 months were taken to 
award the contract. 

• The execution of the work was delayed by five months due to non­
release of work fronts by other executing agencies and eight months 
due to the excess time schedule allowed in the agreement for which no 
justification was avaliable. 

Intake and Draft Tube gates package (ITIDT package) 

• There was a delay of 29 months in the initiation of preparatory works. 
After initiation, further 29 months as against nine months were taken to 
award the contract. . 

• There was delay of nine months in the execution of the work due to 
non-release of the work front by the barrage civil works contractor. 

Power House sub-structure 

• The time overrun in this package was 26 months due to delays in 
deci"sion to split the work ( 16 m·onths), finalisation of drawings (seven 
months) and in awarding of contract (three months) as against the 
target of six months. As the Board had adequate experience in 
constructing four similar hydro electric projects in the same river 
course, the delay of 26 months in taking decision on awarding the 
work either on a composite basis for the th.ree. packages (viz., sub­
structure, super structure and EOT crane works) or on split up basis 
cannot be justified. 

Power House super structure 

·•· There was a time overrun of 35 months in the award of contract due to 
delay in taking a decision to split the work (26 months) as discussed in 
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the previous paragraph. preparation of DTS (nine months) and 
evaluation and award (six months) of the contract by various 
authorities of the Board. 

• There was delay in release of work fronts for 16 months due to delay in 
the execution of power house sub-structure. 

Supply of generating 111acfli11ery 

• I I months were taken to approve the DTS and a further 25 months 
were taken for finalising the technical aspects and hydraulic details as 
against the target of nine months for awarding the contract by the 
Board. 

• During the execution. 14 months were taken by the Board to approve 
the civil drawings and 20 months for opening of the Letter of Creclit 
(LC) for import of machinery and witnessing the mode l test. The 
contractor delayed the supply of stay rings, a vital component, by I 0 
months and took 16 months to erect the generating equipment as 
against the target of 18 months. 

These delays occurred despite the fact that the executing agencies of the Board 
[CE(Civil Designs) and CE (Project-Electrical and Machinery)] were in an 
advantageous position after having executed four such similar up-stream 
projects, viz., LMHEP11-I to IV and were also familiar with the terrain 
details/conditions. Delay in the commissioning of the project, deprived the 
State of 394.41 MU of potential generation during the period 2000-0 I to 
2005-06 (computed with reference to the actual quantum of water discharged 
from LMHEP-1 to IV during this period). 

In spite of inordinate delays in the initiation of work, award of contracts and 
execution of works, the Board did not, at any stage, evaluate the status of work 
with reference to the time schedule prescribed in the DPR and initiate 
corrective action for speeding up the work. This was evident from the fact 
that the revisions of PERT chart, warranted by the delays in completing the 
project work, were neither approved by the Member (Generation) nor brought 
to the notice of the Board. 

The Government stated (August 2006) that the major reasons for time overrun· 
were shifting of power house from right to left flank, bottlenecks in land 
acquisition problems faced in tendering, problems posed by steel suppliers 
and problems in supply of generating machinery. ' 

The reply is not acceptable as the Board did not conduct the soil survey before 
the preparation of DPR. Instead, the Board followed the past practice of 
having the power house located at the right flank as in the other four similar 
.projects (LMHEP I to IV) in the same river course. On receipt of subsequent 
soil sur ey report from the GSI , it had to shift the location of the power house 
from right flank to left flank. The other reasons adduced by the Board were 
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controllable in nature, and could have been avoided with proper planning and 
monitoring. 

3.8 Thus, there was an overall time overrun of six years in the execution of 
this project. This time overrun led to cost overrun, non-availability of interest 
subsidy, extra expenditure on account of exchange rate variations. escalation. 

·etc. as discussed in the succeeding paragraphs. 

Cost overrun 

3.8.1 As per the initial estimates, the project was estimated to cost Rs.90.62 
crore at 1995-96 price level. The Board revised the project cost three times to 

Rs.143.53 crore (1998-99 price level). Rs.194.53 crore (2002-03 price level) 
and Rs.203.47 crore (2004-05 price level). As against these estimates. an 
expenditure of Rs.216.25 crore had been incurred up to March 2006 (including 
interest during construction) on the execution of the project. The inordinate 
time overrun in the execution of the project· increased the envisaged cost of 
generation from 203 paise in 1995-96 to 439 paise in 2005-06. The per MW 
cost had also increased from Rs.3.02 crore in 1995-96 to Rs.7.21 crore in 
2005-06, which is very expensive for a hydro electric project. Also the benefit 
cost ratio of this project, which was 0.74 at DPR stage ( 1995) decreased to 
0.67 in 1998 and to 0.66 in 2006 against the preferred level of unity. 

The estimated cost of the various packages of the contract. the cost escalation 
and the percentage increase in the cost are tabulated below: 

(Rupees in crore) 

sC ';· " Comrionents.' Estimated Actual Expemlitun! Percentage ,, .,. 

No 
,. ·. over and· .• .. " ,• cost as ·per ' · .. cxpc1iditure increase as 

" 
'·.- DPR . . ' 

as on 31 . a!JO\'e euinparcd to .. 
l\farch2006 estimate D.l'R 

' (5)==(4)/(2) 
l ~" (-1)==(3-2) 

'' 
... " (I). (2) .',' (3) (-I) (5) 

"' 
.. .. .. ·, :,·, ,.. 

I. Land 2.61 5.55 2.94 113 
~------

2. Barrage civil \\'orks 10.00 12.86 2.86 29 

3. Barruge gate works 5.54 11.11 5.57 IOI 

4. Po\\'er I louse sub- 6.75 21.82 15.07 ??' __ .) 

structure 
-· -------

5. Super structure 2.50 2.57 O.Q7 3 

6. Cicncrating Machinery 46.35 96.40 5ll.05 lll8 

7. Electrically operated 0.74 - 1.50 0.76 103 
0Ycrhead Travelling 
crnnc 

--

8. In Take and Drart Tube 1.52 4.33 2.81 185 
gates 

--
9. Bui I dings/Roads 2.03 '4.75 2.72 134 

--
10. . Cost or Po\\'er I-louse 3.09 1.81 --- ---

transformer/ transmission 
and distribution· 
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SI. Components Estimated Actual Expenditure l'e1·ccntagc 
No cost as per expenditure over and increase as 

DPR as on 31 above compared to 
March 2006 estimate Dl'R 

(4)=(3-2) (5)=(4)/(2) 

I I. Tools and plants 0.85 0.06 --- ---
12 . Establishment and 8.64 19.29 10.65 123 

miscellaneous 

13. Interest During --- 34.20 -- ---
Construction i 

TOTAL 90.62 216.25 125.63 139 

The major reasons for increase in cost were: 

• Delay of two to six years (from the date of commencement) in 
awarding the major works vi:::., Barrage civil works, Power house sub­
structure, Power house super structure and supply of generating 
machinery. 

• Lack of effective control over the completion of various packages (as 
discussed in Paragraph.3.6). 

• Payment on account of exchange rate variation (Rs.8.91 crore) due to 
delay in opening of Letter of Credit by the Board (refer 
Paragraph.3 .11.1 ). 

• Extra expenditure (Rs.2.18 crore) due to excess use of steel (discussed 
in Paragraph.3.15) 

• Additional item of work "'River course training work'' not envisaged in 
the DPR was executed at a cost of Rs.2.53 crore. 

• Interest during construction to the tune of Rs.34.20 crorc was not 
estimated in the DPR. 

!Project fundin~ 

3.9 The Board decided (July 1997) to avail loan assistance from Power 
Finance Corporation Limited (PFC). PFC sanctioned (August 1999) 
Rs. 77.60 crore, being 50 per cent of the then estimated cost of Rs.155.34 crore 
( 1999-2000 price level). The Board decided to meet the remaining project 
cost from its own funds . 

Extra expenditure due to 11011-availability of subsidy 

3.10 The Board availed (August 1999) financial assistance of 
Rs. 77.60 crore from PFC for the execution of this project at an interest rate of 
15 per cent per annum. As per the loan agreement entered into by the Board 
with PFC, the project was to be completed in all respects by 31 December 
2002. PFC informed (July 2000) the Board that the project would be eligible 
for interest subsidy of four per cent per annum under the Government of 
India's (GO!) Accelerated Generation and Supply Programme (AG&SP), 
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provided the same was completed· within the committed time schedule viz .. by 
December 2002. GO! reduced (April 2002) the interest subsidy under this 
scheme to three per cent with effect from I April 2002 and also imposed pro­
rata reduction in subsidy for delays in commissioning. As per the GOl 
notification, the projects that were delayed beyond 85 per cent would not be 
eligible for interest subsidy under AG&SP and the reduction/withdrawal of 
interest subsidy would be effective from the actual date of commissioning or 
the date of 85 per cent of delay, whichever event occurred earlier. 

PFC was extending the interest subsidy of four per cent (up to 31 March 2002) 
and three per cent (from 1 April 2002) to the Board on the financial assistance 
availed by it. It was noticed during audit that the delay in the execution of this 
project had exceeded 85 per cent in November 2005 and as such the Board 
would not be eligible for any further interest subsidy under the AG&SP 
scheme on the loan amount outstanding as on I January 2006. 

The Government stated (August 2006) that the effective rate of interest for the 
-loan amount was 6.25 per cent after availing the subsidy at 3 per cent and that 
the interest had been paid at this rate only till March 2006. The reply is not 
relevant as the Government has not commented about the non-availability of 
subsidy (of Rs.6.33 crore ) from I January 2006 till the completion of the 
project due to delay in commissioning of the project. 

Extra expenditure 011 exchange rate variation 

3.11.l The Board awarded (July 2001) the work of design, manufacture. 
supply, erection, testing and commissioning of 2X 15 MW generating units to 
the consortium of Litostroj and Koncar at a lump sum price of 
Euro 1,49,94,528 plus Rs.20.25 crore equivalent to Rs.85.86 crore in all, at an 
exchange rate of one Euro=Rs.43.75. The supply and erection of the 
equipment were to be completed by 29 January 2003 and 29 July 2003 
respectively. As per provisions in the purchase order, the Board would bear 
exchange rate variation (ERV) up to a maximum of five per cent of cost. 
insurance, freight (CIF) value of the imported components. 

Due to delay· in opening of operative LC because of ignorance of the 
procedural formalities in obtaining clearance from the Ministry of Surface 
Transport and delay in witnessing of model test by the representatives of the 
Board, the consortium could not start manufacture of the machinery and 
supply the same by the due date. As the delay was on its part, the Board 
extended the delivery schedule for supply to 29 October 2003 and the 
consortium supplied the entire machinery, except stay rings, within this 
extended delivery schedule .• Because of the steep increase in the exchange 
rate of Euro currency during this period, the Board paid an ERV of Rs.11.48 
crore as~against Rs.2.57 crore provided in the purchase order (being live per 
cent of CIF value of imports). This resulted in avoidable extra expenditure of 
Rs.8.91 crore. 

3.11.2 The machinery supply contract included model test of the machinery i1} 
the presence of the Board officials and this was a pre-requisite to manufacture 
the machinery. The contractor intimated (September 200 I) the Board of its 
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readiness to perform the model test and requested the Board to Wftnes the 
model test in the last week of October 2001 . The Board \ itnesscd the model 
test on 13 December 200 I only because of the delay in the completion of the 
formalities like obtaining of ·No Objection Certificate' from Government or 
Tamil Nadu, Passport, Visa of the officers of the Board. etc. for trip to 
Slovenia. The contractor submitted (Pebruary 2002) the invoice for Euro 
10.23 lakh, equivalent to Rs.4.47 crorc for the model test. Due to delay in 
opening of the operative LC for the above payment and its protracted 
correspondence with the machinery supplier over the admissibility of ERV. 
the Board paid (July 2002/June 2005) Rs.4.99 crore (based on exchange rate 
prevalent on the date of payment). 

The Government stated (August 2006) that the extra expenditure on exchange 
rate variation was due to its regulation as per the contract and due to steep 
increase in exchange rate of EURO, which were beyond the control of the 
Board. The reply is not tenable as the delays were mainly procedural in nature 
and, therefore, the Board could have avoided the extra payment of Rs .52 lakh . 

Pay111e11t of escalation 

3.12 The Board awarded the execution of contracts of Power House Sub­
structure (July 2002), Power House Super structure (April 2003) and IT-DT 
gates (May 2003) on a firm price basis. Because of the delay on the part of the 
Board like belated issue of excavation drawings, delay in isst:e of steel and 
non-release of work fronts, the execution of these works got delayed and could 
not be completed within the scheduled date of completion. The Board had to 
pay escalation aggregating to Rs.45.11 lakh (including undue benefit of 
Rs.34 .06 lakh to a contractor as discussed in para 3.13) despite the fact that 
these contracts were awarded on firm price basis. 

3.13 In contracts that are awarded on firm price basis, if any escalation i to 
be paid for the delayed period, the same should be paid based on the price 
index difference between the date of scheduled completion and the actual date 
of completion. The Board, however, paid escalation in respect of the above 
three works based on the price index difference between the tender date and 
the actual date of completion. This resulted in an undue benefit of Rs.34.06 
lakh to the contactors. 

The Government accepted (August 2006) that the Board paid escalation taking 
the tender date as the base date and stated that it wou Id be advantageous to the 
Board cost-wise and time-wise instead of going in for termination and rc­
tcndering. The· reply is not acceptable as the payment of escalation with 
r ference to tender date resulted in undue benefit to the contractor since the 
contractor would have taken into•account the possible escalation during the 
chcduled period of execution of\\Ork. while quoting for the work. 
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!Execution of works! 

Extra expenditure 011 River Training Works. 

3.14 In order to counter the site specific problems and to achieve the 
installed capacity of 30 MW, the Board decided to conduct a complete 
physical model study of the project and entrusted (September 2000) th is study 
to the Centre for Water Resources (CWR) of Anna University, Chennai. This 
item of work was not envisaged in the DPR. CWR submitted its final report in 
November 2003 and recommended execution of tail race channel for an 
additional stretch of l, 140 meters. The project office prepared an estimate of 
Rs.2.81 crore (2003-04 price level) for this work and the Board accorded 
administrative approval and technical sanction in March 2004. 

Based on the above approval and sanction, the Board called for open tenders 
(July 2004) for the above work. The Board received three offers but the Board 
Level Tender Committee (BL TC) rejected the offers and advised re-tendering 
on the ground that the estimation of tender value was not done properly by the 

civil wing. 

Based on this directive, the project office prepared (February 2005) a new 
estimate for Rs.1.85 crore (based on the 2004-05 price level) and sent it to the 
Headquarters of the Board for approval. The Headquarters revised this 
estimate to Rs.1.94 crore and returned it to the project office for sanction~ 
though the power of the project office for sanctioning of estimates was rupee 
one crore only. The project office awarded (June 2005) the work to 
Rajagopalan and Company at Rs.2.53 crore on face value enhancement basis, 
instead of awarding this work for Rs.1.94 crore, the estimated cost approved 
by the Headquarters. 

In this connection. the following are observed: 

• The Board justified the award of work at Rs.2.53 crore on the ground 
that the same \Vas less than Rs.2.81 crore, which was the estimated cost 
based on 2003-04 schedule of rates. This cost of Rs.2.81 crore had 
been earlier (January 2005) rejected by BLTC as not having been 
estimated properly. 

• As this item of work was not envisaged in the DPR, it should have 
been treated as a new item of work and awarded based on the current 
schedule of rates (2004-05) viz., Rs.1.94 crore instead of the escalated 
rate of Rs.2.53 crore. 

Thus, improper award of work resulted in an undue benefit 01· Rs.59 lakh to 
the contractor. · 

The Government stated (August 2006) that due to time constraints and to 
avoid loss to the Board for the tender processing period of at least three 
months, it e11trusted the work to the power house contractors by enhancing the 
face value of the agreement. However, it is not clear from the reply as to why 
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the work was not awarded as a new item based on the current schedule of 
rates. 

Additional expenditure due to use of excess steel 

3.15 The Board awarded the work of power house sub-structure with a 
provision that the steel and cement required for the execution "''Otdd be 
supplied by the Board to the contractor. The Board estimated the requirement 
of steel for this work as 2,240 MTs. It was, however, noticed during audit that 
a total quantity of 3,249 MTs of steel was used in the execution of the \VOrk. 
The use of steel in excess of the requirement estimated resulted in an 
additional expenditure of Rs.2 .18 crore. The Board has not investigated the 
reasons for increase in the quantity of steel used. 

Extra expenditure 011 defective drawings 

3.16.1 The major package "Power House Sub-structure" included the 
construction of left flank abutment wall-cum-pier. The Board, in the approved 
drawings, indicated (April 2002) the width of the abutment wall as 
2.81 meters. Subsequently, when the generating machinery supplier furnished 
the civil drawings (February 2003). the width of the wall was reduced to 0.50 
meter. By this time, the Power House sub-structure contractor had completed 
the excavation and the extra gap of 2.31 meters had to be filled up. The 
excavation and refilling had cost the Board Rs.13 lakh. Thus. due to the 
defective design of drawings, the Board suffered an avoidable extra 
expenditure of Rs.13 lakh. 

The Government stated (August 2006) that the excavation estimate sent to the 
field was only tentative and any gap between excavated rock and concrete 
structure shou ld be filled up and as such there was no extra expenditure. The 
reply is not tenable as the expenditure was necessitated due to excavation 
before the receipt of final drawings. 

3.16.2 Similarly, in the excavation drawings for Power House sub structure, 
the Board indicated (December 2002) the slope (slope is provided to protect 
the excavated earth from slipping) as one-in-eight and revised the slope as 
one-in-15 in January 2003. As the contractor had already carried out 
excavation \\'Ork based on one-in-eight slope, this revision necessitated filling 
up of the extra gap with concrete at a cost of Rs.8 lakh . Thus. due to the 
defective design drawings. the Board suffered an avoidable extra expenditure 
of Rs.8 lakh. 

The Government stated (August 2006) that the excavation at the bank side had 
already been completed adopting the side slope of one-in-eight. Subsequently. 
to minimise the cost of excavation and filling up, the Board revised the side 
slope as one-in-fifteen. The reply is not tenable as the side slope should have 
been finalised before excavation. 
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!Acfui ow led gem en tj 
3.17 Audit acknowle_dges the co-operation and assistance extended by the 
staff and management of the Board and the concerned officers of the State 
Government at various stages of conducting the performance review. 

lcondusionl 
Inspite of adequate experience in the execution of the similar Lower 
Mettur Hydro Electric Project I to IV and its familiarity with the terrain , 
the Board could not commission- the Bhavani Kattalai Barrage-I Hydro 
Electric Project within the time schedule envisaged in the Detailed Project 
Report viz., June 2000. The time overrun in this project had already 
exceeded six years. The project was delayed due to lack of a centralised 
effective monitoring system, absence of coordination among the various 
executing agencies of the Board associated with the execution of the 
project, non-conducting of survey of the soil before embarking on the 
project formulation, avoidable delays in finalising the tender 
specifications, approving the drawings, awarding of contract and delay in 
release of work fronts to the contractors. The time overrun has already 
lcq to cost overrun of Rs.125.63 crore resulting in increased cost of power 
generation. 

!Rechnunendatiorisl 

The Board, while executing hydro electric projects in future, needs to take 
effective steps to: 

• put in place an effective system of monitoring ensuring coordination of 
all the agencies associated with the project. 

• conduct all necessary surveys such as soil survey before embarking on 
project and preparation of the Project Report. 

• prepare the DPR and PERT chart on a realistic basis after taking into 
account all relevant factors and utilise the same as effective tools for 
project monitoring. 

• eliminate/minimise delays due to avoidable reasons like delays in the 
finalisation of Draft Tender Specifications, evaluation and finalisation 
of tenders, making available drawings and work fronts. 
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4 TRANSACTION AUDIT OBSERVATIONS 
RELATING TO GOVERNMENT COMPANIES AND 
STATUTORY CORPORATION 

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

!Government companies! 

ff amil Nadu Industrial Development Corporation Limited! 

@.t Irrecoverable depositj 

Failure to take effective action has put the recovery of Rs.57. 70 crorc ] 
of deposits with a joint venture in jeopardy. 

The Company had been depositing its surp lus funds in outhcrn Petrochemical 
Industries Corporation Limited (SPIC), a joint venture of the Company. Since 
the deposits with SPIC were not in conformity with the guidelines issued in 
April 1997 by the State Government, which prohibited deposits with 
joint/associate companies, the Company sought (J\ugust 1997) exemption 
from these guidelines and permission to invest the surp lus funds in dividend 
paying joint ventures. The State Government permitted (February 1998) the 
Company to deposit its surp lus funds in the dividend paying assisted/joint 
sector companies having a credit rating of FA+ or equiva lent for a period of 
one year and review the position after a year. 

Based on the above permission. the Company continued to deposit its surplus 
funds as call deposit with SPIC, as it was a dividend paying joint venture 
company with a credit rating of FA+. 

SPIC defaulted in the payment of interest of Rs.2.20 crore due on 30 
September 1999 and unilaterally converted total interest into short-term 
deposit (on call basis). SPIC again converted interest of Rs.2.36 crore due on 
31 December 1999 into short-term deposits (on call basis) unilaterally. It also 
defaulted in payment of call deposit (principa l) due in June 2000. 
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The Company failed to take note of the deteriorating financial pos1t1011 of 
SPIC even though it had a nominee director in the Board of SPIC from the 
beginning. The Company neither reviewed the position nor took action to 
recall the entire deposit of Rs.57.70 crore. In the meantime, the credit rating 
for Non-Convertible Debentures (NCDs) of SPIC was downgraded (28 
Octoher 2000) to 'BB' as it had defaulted in the payment of interest and 
principal. On the same day, the State Government directed the Company to 
take immediate steps to withdraw its deposits in SPIC so as to protect its 
interest. The Board of Directors of the Company also advised (November 
2000) the Management to withdraw the deposits in SPIC over a period of tCiur 
to five months. Despite the Government directive and advice of its Board. the 
Company did not take effective action to withdraw the deposits from SPIC. 
The Company simply wrote letters to SPIC from January 200 I onwards asking 
SPIC to repay the deposits. 

It was noticed in audit that the chances of recovery of call deposits are remote 
as SPIC had informed (March 2006) the Government that its entire 
earnings/expenditure was monitored and controlled by the secured lenders 
under Corporate Debt Restructuring package (CDR) and therefore. repayment 
of call deposits of the Company was not possible. 

The Government stated (May 2006) that the Company had conveyed its 
disagreement on CDR package as early as in April 2003 and had requested 
SPIC to consider its deposit as loan repayable on call basis. 

The rep·Iy is not acceptable as SPIC in March 2006 had clearly informed the 
Government of its inability to repay call deposit as stated above. 

Thus, the failure to take effective steps has put the recovery of deposits of 
Rs.57. 70 crore in jeopardy. 

Failure to renounce the rights issue in an assisted unit resulted~ 
recurring annual interest loss of Rs.2.31 crore. i 
'-----""----------------------------J 

A reference is invited to Paragraph 2A.8 (e) of the Report of the Comptroller 
and Auditor General of India for the year ended 31 March 2000 (Commercial) 
- Government of Tamil Nadu wherein the unfruitful investment of Rs.26.40 
crore by the Company in Southern Iron and Steel Company (SISCOL) was 
commented upon. 

The performance of SISCOL was poor from the beginning and the Company 
did not get any return on its investment. As SISCOL was not able to pay 
interest/principal. ICICI Bank Limited, the prime lender, initiated (September 
2004) a Corporate bebt Restructuring (CDR) scheme. SISCO!. made 
(January 2005) a rights issue of equity shares at par in the ratio of 23 equity 
shares for every I 0 shares (face value - Rs. I 0 per share) held by the existing 
shareholders fixing 29 April 2005 as the closure date. 
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The Company appointed (8 April 2005) Ind Bank Merchant Banking Services 
Limited (Ind Bank) to study the rights issue of SISCOL and examine whether 
it would be advantageous for the Company to invest in the rights issue or to 
renounce its rights entitlement. Ind Bank recommended (April 2005) that the 
Company should subscribe to the rights issue as the rights issue was at par and 
post-rights value of the share was estimated at Rs.18 per share. It also 
recommended that if the Company was able to renounce its rights at a price of 
Rs.8 (the difference between value of share and issue price) or more per share, 
it might consider renouncing its rights entitlement. The Company decided 
(April 2005) to subscribe the rights issue and acquired 1.89.75.000 shares in 
SISCOL by paying (April 2005) Rs.18.98 crore. 

Audit analysis revealed that the decision of the Company to subscribe to the 
rights issue was not j us ti fied as: 

• the past investment made in SISCOL aggregating to Rs.26.40 crore had 
not fetched any return for the last 13 years; 

• the shares of SISCOL were being traded at prices ranging from Rs.21 to 
Rs.30 per share during the period of offer which was more than Rs .18 per 
share as estimated by Ind Bank; and 

• the Company would have earned minimui11 revenue of Rs.15.18 crore 
(computed with reference to the share value of Rs .18 per share worked out 
by Ind Bank) and further investment of Rs.18.98 crore could have been 
avoided, had it renounced its entitlement to rights issue. This would have 
enabled the Company to invest Rs.34. 16 crore (Rs.15.18 crore plus 
Rs.18.98 crore) in interest fetching investments and earn recurring annual 
interest of Rs.2.3 1 crore (computed \Vith reference to the interest rate of 
6.75 per cenl on its deposits with State Bank of India). 

The Government stated (May 2006) that the share price of SISCOL is likely to 
increase in the years to come and the Company would be in a position to reap 
the benefits and make substantial profits. The reply is not tenable in view of 
the fact that the share price of SISCOL, which was quoted around Rs.30 in 
March 2005 had steeply fallen to Rs.17 in March 2006. Moreover, the 
Company has got no return on its investments since 1992. 

ff amil Nadu Newsprint and Papers Limited! 

@.3 Short-recovery! 

Adoption of Free on Board price instead of Cost and Freight price 
while effecting pro rata adjustment for lower calorific value of 
imported coal resulted in short-recovery of Rs.3.24 crore. 

The Company imports coal through competitive bidding. In order to ensure 
the quality of imported coal, the Company has stipulated specifications for 
gross calorific value (GCV), moisture, ash, sulphur and volatile material 
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contents of the coal. In case the GCV of the coal supplied is lower or higher 
than the stipulated vaiue, the price of coal supplied is to be reduced or 
increased proportionately. Similar procedure is followed in the case or 
moisture. sulphur. ash and volatile material contents in the coal. 

When the Company started importing coal in I 998, it stipulated the GCV as 
6,400 Kcal/Kg and adopted the ·Cost and Freight' (C&F) price for effecting 
the pro rata adjustments for lower/higher GCV of the coal supplied as 
compared to the stipulated GCV. The Company, for reasons not available on 
record, reduced the stipulated GCV to 6.000 Kcal/Kg. from January 2003 and 
changed (January 2004) the basis for effecting the pro rata adjustments from 
C&F price to Free on Board (FOB) price. It is interesting to note that when 
the basis of pro rata recovery was C&F basis, the Company was mostly 
receiving coal with GCV higher than the prescribed and when the basis was 
changed to FOB. it started receiving coal with GCV lower than the prescribed 
in the agreement. 

It was also noticed that Tamil Nadu Electricity Board, which also i111ports coal 
for its Ther111al Power Stations, adopts C&F price for recovery of 
penalty/payment of incentive for the lower/higher GCV of imp011cd coal. 
Hence, any adjustment in the price of coal for lower/higher GCV than the 
stipulated value should have been effected after taking the freight charges 
(which accounts for 40 per cent of the total cost) i.e., on C&F price (as was 
done by the Company till December 2003). Failure to do so resulted in short­
rccovery of Rs.3 .24 crore during the period January 2004 to September 2005 
on import of coal. 

The Government stated (September 2006) that till December 2003, it was 
calculating the incentive/penalty based on the C&f price and the GCV in the 
coal supplied was higher than the GCV stipulated. Therefore, it switched over 
to the tender conditions of calculating the incentive/penalty on FOB basis. 

The reply is not acceptable since immediately after change of basis fro111 C&F 
to FOB, the Company started receiving coal with lower GCV with consequent 
short-recovery of penalty fro111 .the supplier. Further, the Company has again 
started pro-rata adjustment in the prices due to GCV on C&F basis with effect 
from December 2005. 

@.4 Loss of revenue! 

Delay in shifting the metering arrangement for sale of suq)Ius power \ 
resulted in revenue loss of Rs.76.10 lakh. ! 

The Company was operating three turbo generators as captive power 
generation plants with a total capacity of 36.5 MW in parallel with-the Tamil 
Nadu Electricity Board's (TNEB) grid. The Company. after meeting its power 
requirements, sold the surplus power to TNEB through dedicated feeders. 

The Company installed (April 200 l) one more captive generation plant having 
capacity of 24.62 MW and approached TNEB for the purchase of surplus 
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power from this plant. TNEB agreed (May 2001) to purchase the surplus 
power from the plant. 

The Company entered (October 200 I) into a Power Purchase Agreement 
(PPA) for the export of its surplus power to TNEB. The Company also 
executed (November 2001) an undertaking agreeing to follow the guidelines 
stipulated in the policy of the State Government (G.O.No.48 dated 22 April 
1998) on captive power generation. The guidelines, inter alia, stipulated that 
if the surplus power was for sale to TNEB, the export meter (to measure the 
quantum of units transmitted to TNEB) would be at TNEB's receiving end. 
The guidelines also stated that if the export meter was at the captive pO\ er 
generation end, then two per cent of the energy exported would be deducted 
for the loss in the interfacing line. 

In spite of this, the Company installed the export meter in between the captive 
power generation end and the T EB's receiving point. The Company started 
exporting power to TNEB from this plant from December 200 I onwards. 
T EB recovered (July 2003) Rs.79.03 lakh towards two per cent interfacing 
line losses from December 200 I to June 2003 from the bills submitted by the 
Company for the export of surplus power. While doing so, T EB 
categorically stated that from July 2003 onwards, two per cent deduction for 
interfacing line losses would be regularly effected. 

The Company, instead of taking immediate action to shift the export meter to 
the TNEB's receiving end as per the provisions of the guidelines, continued to 
request TNEB not to deduct interfacing line losses. On it being pointed out by 
Audit (July 2004) revenue loss was being suffered by the Company due to its 
failure to shift the export meter, the Company approached (February 2005) 
TNEB to shift the meter to the receiving end. TNEB did so (May 2005) after 
collecting the cost of shifting from the Company and did not deduct the 
interfacing line losses. 

The Government stated (July 2006) that the meter was fixed at the captive 
power generation end as per the provisions of PPA entered into by the 
Company with TNEB and that because of the policy decision taken by TNEB 
in December 2003, the Company could not get the metering point shifted from 
captive power generation end to the TNEB end. The reply is not tenable in 
view of the fact that the policy of the Government in the matter clearly 
stipulated deduction of interfacing line losses in case the export meter \ as 
installed at the captive generation end. Further, even after being specifically 
informed by TNEB in July 2003, the Company took two years to approach the 
TNEB for shifting of the meter to the receiving end. 

Thus, due to delay in taking timely action to shift the meter resulted in revenue 
loss of Rs.76 .10 lakh from July 2003 to April 2005 . . 

• 
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!state Transport Undertakind 

k.s Extra expcnditur~ 

l Delay in finalisation of the tenders for procurement of lubricants and 
erroneous computation of paper cost while evaluating the tenders for J 

printing of tickets resulted in avoidable extra expenditure of Rs.1.07 
crore. 

4.5.1 The State GO\ernment directed (l\1ay 200-+) the Institute or Road 
Transport (IRT) to procure lubricant required b) all the State Transport 
Undertakings ( T s) in the State b) 31 /\ugust 200-+ in order to a\'ail the bulk 
quantity discount offered b) the oil companies. 

/\ftcr obtaining (May 200-+) the requirement from all the ST s for a period of 
six months from eptember 200-+ Oil\\ ard , IR T fl oated open tenders !Or the 
purchase or lubricants in July 200-+ onl). !RT took one and hair month for 
preparation of the tender documents and appro\'al b) the Tender \\ard 
Committee (TAC). Technical bids were opened in /\ugust 2004. T/\C. 
instead or opening the commercial bids, proposed (/\ugust 200-+) 
modifications in the tender conditions to the Government for apprmal. thou gh 
it \\US vested \\ith full pO\\ers in respect of purchases including approval or 
any modi Ii cat ions in the tender conditions. The Government returned 
( ovcmber 200-+) the proposal to TAC reiterating the above pro ision !Or 
necessary action. There was further delay in opening (Januar) 2005) or the 
commercial bids and finalisation (April 2005) of the tenders after negotiation . 
The STLJs, thereafter, started placing orders from April 2005 onwards. 

It was observed during audit that in spite of the directions of the Government 
(April 2004) to finalise the tenders latest by August 2004. IRT inordinately 
delayed the finalisation by more than seven months. This delay forced the 
STUs to continue to procure the lubricants individually at price higher than 
the rates offered in the tender resulting in incurring of avoidable e;...tra 
expenditure of Rs.85.75 lakh during the period of delay (September 2004 to 
March 2005). 

The Government stated (July 2006) that IRT received the Government Order 
on 24 May 2004 only and as the subject matter was entrusted to IRT for the 
first time, the specifications and tender conditions were made in detail to 
satisfy the technical parameters of the lubricants. Further delay was caused 
due to inspection of factories of all the tenderers by a Committee. The reply is 
not tenable as the STUs were procuring lubricants from the same oil 
companies individually for a long time and, therefore, all the required 
specifications were readily available with the STUs and the inordinate delay of 
more than seven months lacked justification. 
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4.5.2 IRT floated open tenders (April 2003) for printing of ticket books of 
different sizes required by the STUs for the year 2003-04. The tender 
specifications required the tenderers to furnish break up of the cost of ticket 
books under the three major cost elements viz., paper, printing and packing 
and forwarding charges. 

After opening (May 2003) of the commercial bids, TAC noticed that the rates 
quoted by the tenderers for the six varieties of ticket books with reduced sizes 
were very much on the higher side · and also not commensurate with the 
reduction in size. TAC also observed that though all the tenderers quoted the 
same landed cost for each variety of ticket book, the individual cost 
components varied widely, indicating that the tenderers had formed a cartel. 
Therefore, TAC reworked (June 2003) the tendered rates for the six varieties. 
While reworking the rates, TAC reckoned the highest percentage of paper cost 
quoted in the tender. IRT communicated the reworked landed cost to the 
STUs with instructions to place orders at the reworked rates to the willing 
tenderers. All the tenderers who responded to the tender supplied the tickets 
to the STUs during the years 2003-04 and 2004-05 at the rates reworked by 
IRT. 

The decision to adopt highest percentage of paper cost was not justified as !RT 
was aware of the cartel formed by the tenderers and therefore had quoted very 
high rates. It should have instead adopted the lowest cost for each of the 
element quoted in the tenders to rework the landed cqst. Failure to do so 
resulted in excess expenditure of Rs.20.90 lakh on printing of tickets. 

The matter was reported to the Management/Government in April 2006: their 
replies are awaited (September 2006). 

fiamil Nadu Textile Corporation Limited! 

k.6 Unproductive expenditure! 

Payment of salaries to the employees of a closed unit without any work 
resulted in unproductive expenditure of Rs.63.38 lakh. 

A reference is invited to paragraph 28.12 of the Report of the Comptroller and 
Auditor General of India for the year ended 31 March 2002 - (Commercial). 
Government of Tamil Nadu, wherein the injudicious closure of Central 
Testing Laboratory (CTL) of the Company was commented upon. The CTL 
was functioning with a staff strength of 12 (two supervisors and I 0 laboratory 
assistants) for facilitating scientific selection and procurement of quality 
cotton/yarn. The State Government ordered (February 1999) for closure of 
CTL and the equipments were transferred (November 200 I) to the Tamil 
Nadu Co-operative Spinning Mills Federation Limited, Chennai. The 
representation (May 2000) of the employees for their redeployment in 
Coimbatore Municipal Corporation is still pending (September 2006) "'ith the 
State Government. 
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ln the meantime, 10 employees (excluding two laboratory assistants, who left 
the Company) continued to remain on the rolls of the Company without any 
work and were being paid salaries and other benefits. The Committee 
constituted (June 2002) by the Company to identify surplus staff on the 
directives (May 2002) of the State Government had identified (November 
2002) 12 posts as surplus including the existing 10. employees of the CTL. 
The Company informed (May 2003) the Government that the identified 
surplus staff could be either· redeployed in other organisations or be offered 
voluntary retirement or be retrenched under the provisions of the Industrial 
Disputes Act, 1947 and sought instructions from the Government. No further 
action has been taken either by the Company or by the Government in this 
regard so far (September 2006). · 

Failure to take effective action in respect of the surplus staff of closed 
laboratory resulted in unproductive expenditure of Rs.63.38 lakh on salaries 
paid to them during December 2001 to August 2006. Besides. the continued 
inaction would also result in an unproductive expenditure of Rs.12 lakh 
(approximately) per annum. 

The matter was reported to the Management/Government in February 200(1: 
their replies are awaited (September 2006). 

!Tamil Nadu Industrial Explosives Li'mitcdl 

@.7 Avoidable loss! 

Failure to undertake trial production of emulsion explosives resulted in . 
avoidable loss of Rs.4-2.49 lakh. 

The Company started (October 2003) production of small diameter emubion 
explosives using Micro Crystalline Wax (MCW). The Company had been 
procuring MCW from Chowdary Udyog, Kolkata since then. As a measure or 
quality control, the Company carried out storage stability tests of the 
explosives produced at intervals of 50, 75 and 90 days and ensured that the"e 
explosives had a storage stability of 75 days. 

In order to have an alternative source of supply for MCW. the Company 
procured (June and July 2004) five metric tonne (MT) of MCW from Waxoils 
Private Limited, Mumbai (Waxoils), a hithetto untried source, and started 
using the same in the production of explosives from 5 December 2004 
onwards and produced 463 MT of emulsion explosives using MCW supplied 
by Waxoils. It was noticed that the bulk production was started without 
carrying out the storage stability test of the end product viz., explosives after 
the source of supply of MCW was changed. 

The Company started receiving complaints (January 2005) from the end users 
about the drop in sensitivity of these emulsion explosives after 30 days or 
storage and identified (February 2005) the change in source of MCW as the 
major cause for drop in sensitivity. The Company immediately stopped using 
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MCW procured from Waxoils and reverted back to the use of MCW procured 
from Chowdary Udyog Limited, Kolkota from 1 February 2005 onwards. No 
major quality control problems were encountered thereafter. The Company 
also received back (February to July 2005) unused I 14.675 MT of explosives 
from the end users. 

The request (March 2005) of the Company for repacking the rejected small 
diameter explosives as large diameter column explosives was not agreed to by 
the Chief Controller of Explosives and the Company wa advised (March 
2005) to destroy the rejected explosives. 

Thus, failure to conduct the storage stability test before starting the production 
resulted in an avoidable loss of Rs.42.49 lakh (computed with reference to 
production cost of Rs.33, 190 and Excise duty of Rs .3,860 per MT on 114.675 
MT). 

The Management stated (June 2006) that in the initial trial production, 
Waxoils material was used and quality and stability of finished products were 
ascertained. The reply is an after thought since in February 2006 it had 
informed Audit that in future trial production would be undertaken before 
introduction of any new source of ra\ material and only after establishment of 
storage stabi lity. mass production would be taken up. 

The matter was reported to the Government in February 2006: their reply is 
awaited (September 2006). 

~tate Express Transport Corporation Limited! 

@.8 Loss of revcnu~ 

Adoption of low fare for the newly introduced Air Suspension Ultra 
Deluxe coaches resulted in a revenue loss of Rs.23.85 lakh. 

The Company operates inter-state and intra-state passenger tran ·port services 
under the categories of semi deluxe. upcr deluxe, super deluxe' ith video. air 
suspension coach, etc. 

The State Government, in exercise of the powers conferred by Section 67(1)(iJ 
of the Motor Vehicles Act, 1988, periodically fixes the fares to be charged for 
various types of passenger transport services operated in the State. In the last 
such fixation effected in December 200 I, the Government lixed fares of 32 
Paise per Kilo meter (PPKM) for semi deluxe, 38 PPKM for super delme and 
not exceeding 1.35 times of the super deluxe fares for air suspcn ion coaches 
l'i::., 52 PPKM. Based on the request of the Company. the Government 
revised the fare for air suspension coaches to 45 PPKM from 6 December 
2001. 

The State Transport Undertakings (STUs) in the neighbouring tales. 1'i::.. 
Karnataka and Andhra were operating Volvo and ultra deluxe bus services and 
there was very good patronage for these services even though the fares for 
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these services were high. Encouraged by this and to fulfill the needs of long 
distance passengers, the Company introduced (September 2005) ultra deluxe 
hi-tech luxtiry super deluxe video coaches with air suspension. These buses 
have 36 semi sleeper seats with fans, reading lights and Digital Video Disc 
(DVD). As this was a new type of passenger service, the Company should 
have taken the approval of the Government for fixing the fares to be charged 
for the service. The Company, however, simply adopted the fare originally 
fixed by the Government for air suspension coach viz., 52 PPKM and started 
collecting this fare from September 2005 onwards. The Company informed 
this fare fixation to its Board. which just recorded the matter. The Company 
had not obtained the approval of the Government for the fare structure in ultra 
deluxe air suspension coaches. 

It was observed during audit that the decision of the Company to charge the 
fare of 52 PPKM applicable for the air suspension coaches for travel in ultra 
deluxe air suspension coaches lacked justification as: 

• the newly introduced ultra deluxe air suspension coaches had additional 
facilities like fans, reading lights. DVD, etc., and were specially designed: 

• the negihbouring State STUs, which were operating similar services, were 
charging 70 PPKM for travel in these services; and 

• the Company had recorded that there was good patronage for these 
services even though the fares charged were high. 

· Taking these factors into consideration, the Company should have at least 
fixed the fares for travel in these services at 1.35 times of the existing 
Government approved fare for air suspension coach viz., 61 PPKM (45 PPKM 
X 1.35 times) and got the same approved by the Government. Failure to do so 
resulted in a revenue loss of Rs.23.85 lakh during September 2005 to March 
2006. 

The Government stated (July 2006) that the Company had introduced air 
suspension coaches with the same facilities that were originally provided but 
only changed the name of the service as ultra deluxe just to attract passengers 

· and that collection of higher fare would not have received the tremendous 
response. The Government also stated that Karnataka State Road Transport 
Corporation (KSRTC) buses plying in Bangalore-Chennai-Bangalore route 
were also collecting 52 PPKM for coverage in Tamil Nadu and 70 PPKM for 
coverage in Karnataka. The Government further stated that for the DVD 
provision in the ultra deluxe services, the Company was charging Rs.5 extra 
per passenger over and above the fare as it was not a facility provided within 
the fare fixed. 

The reply is not tenable in view of the fact that there was good patronage for 
such services even though the fares were high as asserted by the management 
itself. In such a situation, the Company should have fixed the fares for the 
ultra deluxe services at 61 PPKM which would have helped to improve 'its 

·revenue earnings without affecting patronage. KSRTC introduced ultra deluxe 
services in Bangalore-Chennai-Bangalore route from June 2005 and was 
charging 70 PPKM in these services. It was only after the Company fixed the 
fare at 52 PPKM that KSRTC also started charging this rate for coverage in 
Tamil Nadu and maintained the fare at 70 PPKM for coverage in Karnataka. 
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[amil Nadu Fisheries Development Corporation Limited! 

k.9 Loss of revenu~ 

Inordinate delay in leasing out the fishing rights led to loss of rcnn~ ~l 
Rs.20.73 lakh. 

Bhavanisagar reservoir of the Company was leased out fo r fi shing for five 
years from July 2000. The Company terminated the lease agreement and took 
possession (I August 2003) of the reservoir as the lessee defaulted in pa::-ment 
of lease rent, royalty. etc. After termination of the lease. the Boa rd or 
Directors of the Company decided (September 2003) to initiate action 
immediately to lease out the rese rvo ir aga in . 

/\fter finali sa ti on (/\ugust 200-l) of the tender conditi ons b) the Committee 
constituted (December 2003) fo r the purpose. the Co111pan) in vited (i\ugust 
2004) open tenders fo r leasi ng out the fishing rights in the rese rvoir. The 
Company recommended (October 200-l) the highest offer or Rs.32.50 lakh per 
Wiii/i/ii as lease rent. for approval or the Government. The Government 
accorded (February 2005) approval fo r leas ing out the rese rvoir upto 30 June 
2007. 

It was obse rved during audit that there was inordinate delay at all leve l · ri ght 
from the constitution of the tender committee (three months) to the finali saton 
of the tender conditions (seven months) and in according approval by the 
Government (three months). /\s the Company \HIS a\\are of the loss or 
revenue. it should have completed the processing and leasi ng of fi shing ri ghts 
e.\peditiously \\'ithin a reasonable time. say, within si.\ months o f the din:dive 
by the Board . Failure to do so resulted in a revenue loss or Rs.20.73 lakh 
during the delayed period. 

The matter was reported to the Management/Government in /\ugust 2006~ 
their replies are awaited (September 2006). 

!Electronics Corporation of Tamil Nadu Limited! 

k.10 Loss due to delay in· disinvestmen~ 

I Delay in taking decision to disinvest the equit;;-sharcs -in -;.-1 assisted 
unit led to diminution in rnluc of investment of Rs.20.25 lakh. j 

The Company, in pursuance of an agreement, in vested Rs.20.25 lakh in DSQ 
Software Limited (originally named as Square D soll\Yare Limited) 
subscribing to its 2,02.500 equity share s. 

As per guidelines orthe State Government on the disinvestment ol'shares held 
in assisted units, a review of the possibility of disinvestment was to be made 
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after three years of the agreement. Based on this, the Company considered the 
proposal for disinvestment of the shares in DSQ. The Company sought 
(January 1999) the approval of the Government for disinvestment citing that 
the shares of DSQ were being quoted in the share market at a very high price 
viz., around Rs.300 per share. 

The Government decided (January 1999) that it was not the opportune time for 
disinvestment and asked 1:he Company to wait till the market stabilised. The 
Government also directed (February 1999) the Company to obtain advice from 
a merchant banker on the disinvestment and submit a report to it. The 
Company after informally discussing the issue with a leading merchant banker 
informed (May 1999) the Government that the proposal for disinvestment 
might await better times. 

There was a news item in the press (May 2001) indicating that funds of crore 
of rupees had been manipulated to "artificially increase or sustain share prices 
of DSQ and other companies". The Company, without taking into 
consideration this news report, again informed the Government in June 2001 
that it was watching the rates of the shares of DSQ. 

There was another news item (3 December 2001) about the financial 
irregularities in DSQ. Audit observed that instead of taking prompt action, the 
Company decided only in September 2002 to disinvest the shares and wrote 
(October 2002) to the Government for disinvestment. At this juncture, the 
shares of DSQ were quoted around Rs.15 per share. The Government is yet to 
approve the proposal (August 2006). It was noticed during audit that shares of 
DSQ were not being quoted in the market for a long time and the Company 
has also recognised diminution in value of these shares and made provision for 
its investment of Rs.20.25 lakh in the accounts. 

Delay in taking the decision to disinvest the shares thus resulted in loss of 
investment of Rs.20.25 lakh. 

The matter was reported to the Management/Governri1ent in May 2006; their 
replies are awaited (September 2006). 

ltalnifNadu Statc)Vfarkcting Corporation Limitcdl 

@:11 ,,,,Avoidablefossl 

Failure to take annual insurance policy led to non-refund of premium 
and consequential loss of Rs.15.08 lakh. 

The Con1pany insures its stock of Indian Made Foreign Spirit (lMFS), beer 
and whisky kept at its godowns situated all. over the State, on annual basis 
under 'Fire Declaration Policy', covering loss against fire, earthquake and 
terrorism. 

As per the 'Tariff provisions under the 'Fire Declaration Policy', the 
insurance premium would be collected based on the provisional value of stock 
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declared by the insured. On expiry of the policy period. the pro,·isional 
insurance premium originally paid would be revised based on the actual value 
of the stock held every month by the insured . The difference. if any. \\ Ould be 
refunded to the insured subject to a maximum of 50 per cent of the provisional 
premium paid. Fire Declaration Policy is not available for sho11 term (less 
than 12 months). 

·The Company invited (June 2004) quotations from the Public Sector insurance 
companies to insure the stock of IMFS, beer and whisky in its godown from 
16 July 2004 to 15 July 2005 . The ational Insurance Company (NIC) quoted 
(July 2004) the 10\.\est annual premium of Rs.35.66 lakh . As there \\as dcla: 
in getting the approval of the Board for release of annual premium . . IC 
agreed to provide insurance cover for one month from 16 July 200-+ on 
payment of 15 per cent of the quoted amount i. e .. Rs.5 .35 lakh subject tn 
payment or babncc premium before 15 /\ugust 2004 ror pro iding insurance 
co er for full one )Car. The Company paid (Jul) 200-+) Rs. : .35 lakh for 
insurance for one month . Since there \\'as further dela: in getting the 
approval. the Compan) paid (August 200-+) another Rs.5.35 lakh l'o r till'. 
second month '' ithout con firming about adj ustmcnt o I' the prcm i um pa id for 
two short period policies against the premium ror a full one )Car polic: . 

/\fter obt:iining (21 August 200-+) the approval from the 13 oa rd fo r annual 
insurance premium for the period from 16 July 200-+ to 15 .Jul: 2005. the 
Company paid (September 200-+) Rs.2-+.96 lakh i.e .. balance 70 pa cent \)!'the 
quoted amount (30 per cent already paid for t\\'O months) to 'IC \\ ith a 
request to cover the risk for I 0 month from 16 September 200-+ to 15 .Jul: 
2005. ' IC did not agree to thi s and informed (December 200-+) the Compan: 
that it had is ucd t\\O short period policies en the request of the Compan: b: 
collecting 15 f'er cent or annual premium quoted for each month separate!: 
(16 July to 15 August 200-+ and 16 August to 15 September 200-+ respccti\l.'.I)) 
and it was not possible to issue policy for I 0 months. 1\.) r '' hich 100 l"-'r cent 
premium ''as required. ' IC gave an alternati\ c to take three months shn rt 
term policy against payment 01· -+O per cent or quoted premium to be lolk)\\ed 
by annual policy after making full payment. In that case the Comparl) \\as 
entitled for pro rata reduction in premium for short term policy. But the 
Company did not respond to this offer. NIC. therefo re. issued insurance 
pol icy for six months from 16 September 200-+ to 15 March 2005 (for '' h ich 
70 per cent of annual premium was payable as per ·Tariff provisions) and 
apportioned Rs .24.96 lakh against this. 

Arter completion or one year. the Company claimed (.July 2005) a refund or 
Rs.15.08 lakh from IC. being the difference between the annual premium 
payable (Rs.20.58 lakh) based on the actual \aluc of stock of Rs.69.24 crore 
held by the Compan: during the period from 16 July 200-+ to 15 .Jul) 2005 and 
the provisional premium paid (Rs.35.66 lakh) . But IC refused to refund this 
amount on the ground that as per Tariff provi sions such refunds could be made 
only on annual policies and not on short term policies . 

Since the Co1111xm) was a\\arc of the expiry or annual insurance on its 
wholesale stock on 15 Jul: 200-+. it should hm c taken cffccti\ c steps 
sunicientl: in advance to pa: the annual premium in Jul: 200-+ itself. Failure 
to do so resulted in an avoidable loss or Rs .15.08 lakh. bl.'.ing the dil'll.:rcntial 
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·premium not refunded by the insurer. More importantly, the wholesale stock 
wo1th Rs. I 00 crore had no insurance cover during the period 16 March 2005 
to 15 July 2005. 

The matter was repo1ted to the Management/Government in May 2006; their 
replies are awaited (September 2006). 

k;l2 'Loss of interes~ 

Failure to invest surplus funds in long term deposits resulted in loss of 
interest of Rs.1.50 crore. 

The Company is running more than 7,000 retail vending shops for. Indian 
Made Foreign Spirit and beer and appoints bar/shop supervisors, shop 
salesman and bar tenders on contract basis. The Company collects non­
interest bearing security deposit (SD) from the employees to be refunded on 
their leaving the service. The total amount of SD with the Company 
aggregated to Rs.74.64 crore as on 31 March 2006. 

As the SD was to be refunded only at the time of leaving the service, the 
Company should have invested this amount in long term deposits i.e. in fixed 

· deposits of one year duration, to earn higher interest. It was noticed that the 
Company kept this amount in its regular bank accounts and periodically 
invested the surplus funds in short-term deposits for periods ranging from 
seven to 46 days and earned interest of Rs.7.05 crore during the two years 
period ended 31 March 2006. 

Failure to invest the surplus funds in long-term deposits resulted in a minimum 
interest loss of Rs.1.50 crore during the two years ended 31 March 2006 
(computed with reference to the difference between the maximum interest 
earned on short term deposits and the maximum interest offered on deposits of 
one year duration). 

The Company stated (October 2006) that it was in need of funds every month 
for payment of various dues viz. special privilege fee, sales tax, vend fee, 
salaries and rent, etc. and therefore, temporarily diverted the security deposits 
collected from the contract employees to meet these expenses. It was further 
stated that this was done as an alternative to the cash credit facility and with 
effect from April 2006, the security deposits collected from the contract 
employees are being kept in one year fixed deposit in banks. 

The reply is not tenable as barring a few days in some of the months, the 
Company was maintaining bank balances in excess of the security deposits 
and, as such, it should have availed the cash credit facility from the banks for 
short periods and the security deposit amount should have been invested on 
long-term basis. 

The matter was reported to the Government in May 2006; their reply is 
awaited (September 2006). 
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!statutory corporation! 

ff amil Nadu Electricity Board! 

4.13 Non-filing of Aggregate Revenue Requirement and tariff 
petition 

Failure to file petition for revision of tariff denied th~ Board oppor-tuni~· 1 

to reduce its deficit. 
'------------------------ ---- -- - - - J 

As per the Section 6-1( I) of the Electricity Act. 2003 (Act). the Board is 
required to file an application to the Tamil adu Ekctricity Regulator) 
Commission er ERC) for determination of tariff under Section 62 or the Act. 
As per T ERC (Terms and Conditions for determination or Tariff) 
Regulations 2005, the Distribution/Transmission licensee like the Board ha~ to 
file the A00 re 0 ate Revenue Requirement (ARR) on or before 30 November or t:~ 0 

each year giving the details of the expected 1-c\ enue and estimated 
expenditun:. ARR is to be filed every year even ii' no application for 
clctennination or tarirf is to be made. On the ba is or /\RR. the Commission 
C\'aluates the linancial performance or the Board. bcs·idcs taking decision Oil 

tariff revision and enforcing performance standards on the Board. Thus. liling 
or ARR is a prerequisi te for tariff determination. The 13oarc.l filct.I its first 
ARR and tariff petition in September 2002. After sc rutini sing the ARR and 
the tariff petition, T 1ERC issued a tariff notification in March 2003 revi sing 
the then existing tariff. The revised tariff \\'as to be in force till 31 March 
2004 or till the Board approached the TNERC for the next tariff revision 
\\'hichever was earlier. 

TNERC directed (June 2003) the Board to submit the tariff re\ ision proposal 
for the financial year 200-1-05 by December 2003. in case re\ ision in the tariff 
\\as required . The Board, howeve r. neither filed tariff revision for the 
financial years 2004-05 to 2006-07 nor has it filed the ARR for these )Cars. 
Consequently the tariff fixed by the T ERC for 2003-0-1 continues tu be in 
force till date (August 2006). It is interesting to note that though T ERC 
informed the Board in March 2005 that submission or ARR was an 
independent activity anc.l need not be combined '' ith or '' ait for the tariff 
petition and that it was in the Board's interest to prepare and submi t the ARR. 
the Board has not complied with this essential requirement. 

The revenue account of the Board for the financial year 200-1-05 shO\\ed a 
deficit of Rs. I, 176.77 crorc and the deficit for 2005-06 has increasec.l to 
Rs.1.355.21 crore. As the Board dic.l not ti le ARR and Lari IT petitions for 
200-1-05. 2005-06 and 2006-07. it has lost the opportunit~ to get the tariff 
revie\\ed/revised by the Commission to match the /\ RR or tht:se years and 
thereby reduce the growing deficit. Regular and progressive rcduct ;'J ll or 
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revenue deficit would have enabled the Board to avail the incentive available 
from the Government of India for reduction of loss under the Accelerated 
Power Development and Reforms Programme. 

The Board stated (May 2006) that even with the prevailing tariff rates, the 
high revenue yielding consumers viz., HT industrial and commercial 
consumers were leaving its supply. The Board further stated that there was 
much resistance from domestic, agriculture and hut consumers for any tariff 
revision. Therefore, it had taken conscious steps to improve the financial 
performance without going in for tariff revision. 

The reply is not acceptable for the following reasons: 

• the percentage increase in the last tariff revision approved by TNERC for 
the domestic consumers ranged from 16 to 30 whereas it was 7 and 16 for 
the HT industries and HT commercial consumers respectively thus 
indicating that its concerns about loosing HT industrial and I-IT 
commercial consumers had been taken care of by TNERC while approving 
the tariff revision. 

• as electricity is supplied free of cost to agriculture and hut services, the 
presumption of resistance from these categories of consumers had no 
reasonable basis. Moreover, the Board receives subsidy from the 
Government for supply of power free of cost to . agriculture and hut 
services, and 

• although the Board is a commercial concern it chose to ignore the direction 
of the Commission in spite of the huge revenue deficit incurred by it in 
recent years. 

The matter was reported to the Government in March 2006; their reply is 
awaited (September 2006) .• 

@.14 ·. 'Loss of futeres~ 

Excess payment of fixed charges due to adoption of higher capital cost 
while making payment for power purchased resulted in interest loss of 
Rs.23.27 crore. 

The CentraJ Electricity Authority (CEA) accorded (November 1995) Techno­
economic clearance (TEC) for the establishment of 330.5 MW Combined 
Cycle Gas Turbine (CCGT) plant by Dyna Makowski Power Company 
(DMPC) at an estimated cost of Rs. I, 121.70 crore. 

The Board entered (January 1997) into a Power Purchase Agreement (PPA) 
with DMPC to purchase the power generated by CCGT plant. The PPA, inter 
alia, stipulated that the capital cost of the project shall not be greater than the 
lesser of .. 

• the capital cost approved by the CEA, and 
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• the capital cost set forth in the reports delivered by DMPC to the Board. 

The successor company viz., Pillaiperumalnallur Power Generation Company 
(PPNPGC) completed the project, commenced commercial operation on 
26 April 200 I and started supplying power to the Board from that date. 
PPNPGC intimated (July 200 I) to CEA the completed capital cost of the 
project as Rs.1,409.84 crore and sought its approval. CEA observed (October 
2001) that certain items amounting to Rs.149.26 crore included in the 
completed capital cost needed to be deleted as these were, prima facie, 
inadmissible. Besides this, CEA also called for further information from . 
PPNPGC. which revised (July 2002) the completed capital cost to Rs.1,379.24 
crore and sought CEA 's approval for this amount, which is awaited 
(September 2006). 

The tariff for the power purchased by the Board comprises of variable and 
fixed charges. The approved capital cost is the basis for the payment of fixed 
charges like interest on debt, depreciation, insurance, etc. As the completed 
capital cost submitted by PPNPGC was yet to be approved by the CEA, the 
capital cost as approved by the CEA in the TEC viz. , Rs. I, 121.70 crore should 
have been adopted by the Board for the fixation of tariff. 

It was noticed during audit that while making payments for the power 
purchased from PPNPGC, the Board adopted Rs.1,386.26 crore as the capital 
cost for the years 2002-03 to 2004-05 and Rs.1,3 79 .24 crore for the year 
2005-06 instead of Rs. I, 121.70 crore approved by the CEA. This resulted in 
excess payment of Rs.162.59 crore as fixed charges to PPNPGC during 
2002-03 to 2005-06. As the Board is depending on borrowed funds, this 
excess payment had resulted in loss of interest of Rs.23.27 crore during the 
period. 

Audit also noticed that in the PPAs entered into by the Board with the other 
generating companies, there was a clause to recover/pay the 
overcharge/undercharge of capital cost upon finalisation of the same. There 
was no such clause in the PPA with PPNPGC and as such chances of recovery 
of excess payments effected towards fixed charges, such as interest on debt, 
depreciation and insurance charges aggregating to Rs.162.59 crore are remote . 

The matter was reported to the Board/Government in May 2006; their replies 
are awaited (September 2006). 

@.15 Avoidable extra cxpcnditurtj 

Failure to place purchase order within the validity period resulted in 
avoidable extra expenditure of Rs.18.79 erore on import of coal. 

The Board operates four thermal power stations, which use coal as the fuel. 
The annual requirement of coal in these thermal power stations is around 145 
lakh metric tonne (MT). The Board normally maintains a coal stock of 21 
days· requirement ( 11 lakh MT approximately). 
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The Board estimated (October 2004) a shortfall of about 1.84 lakh MT of 
indigenous coal per month (equivalent to 1.38 lakh MT of imp01ted coal) and 
accordingly the requirement of imported coal was estimated as 12.42 lakh MT 
for the period from October 2004 to June 2005. The Board authorised ( 16 
October 2004) the Chairman to imp01t coal through Minerals and Metals 
Trading Corporation Limited (MMTC) or through short tender on emergency 
basis, ifthe situation so warranted. 

In view of the anticipated critical coal stock position from the end of 
D~cember 2004 and the lead time involved in the open tender process. the 
Chairman of the Board put up (1 November 2004) a proposal to the Board 
Level Tender Committee (BLTC) to import 1.50 lakh MT of Type B 
Indonesian coal offered by MMTC at a cost of US $ 56 per MT, as it was 
found technically suitable. BLTC approved the proposal on 2 November 2004 
and negotiations were held with MMTC on 3 November 2004 and the price of 
Type B was reduced to US$ 55.75 per MT for 1.50 lakh MT and US$ 55.50 
per MT for 3.00 lakh MT to be supplied before 31 March 2005. J'v!MTC kept 
the validity of the offer open up to 4 November 2004. which was subsequently 
extended to 16 November 2004. The Board authorised ( 4 November 2004) 
the Chairman to import coal through MMTC. However, no further action was 
taken and the offer lapsed on 16 November 2004. 

After expiry of the earlier offer, MMTC made (7 December 2004) another 
offer of the Chinese coal having different specification at US$ 73.50 per MT. 
The Board placed (January 2005) purchase order on MMTC. for import of 
5.00 lakh MT of the Chinese coal at the rate of US $ 73.50 per MT and as an 
extension of the contract, placed another purchase order (June 2005) lt)r 
supply of 5.00 lakh MT of coal at US $ 73.00 per MT. Against these orders. 
MMTC supplied 5, 12.436 MT (between March and June 2005) and 5.40.666 
MT (between June and September 2005) of coal. 

It was noticed during audit that the Chinese coal was costlier than the 
Indonesian Type B coal (after loading prices for variations in specifications). 
Thus. failure to place order for the purchase of Type B Indonesian coal within 
the validity period, even after finding it technically suitable. resulted in 
avoidable extra expenditure of Rs.18.79 crore on purchase of costlier Chinese 
coal. 

The Board stated (January 2006) that the offer of MMTC to supply the 
Indonesian coal could not be finalised as the coal prices were declining and 
the coal stock was also not that much alarming. The Board further stated that 
on comparing the offers of MMTC for the Indonesian coal (US S 59.00 per 
MT) and the Chinese coal (US $ 73.50 per MT) as on 7 December 2004, the 
Chinese coal was found cheaper by US $ 1.18 per MT. 

The reply is not tenable as the statement about decline in price was based on 
the offers received from Glencore, National Co-operative Consumer 
Federation (NCCF) and State Trading Corporation (STC) of India. Out of 
these offers, the offer of STC was without any details and hence was invalid 
(as admitted by the Board). The price quoted by NCCF was higher than that 
of MMTC and the coal offered by Glencore, a private lirrn. was not suitable 
due to high moisture content. The contention of coal stock position not being 
alarming is also not correct as the Board had stock of 12.8 days requirement 
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only as against normal requirement of stock for 21 days. The contention of 
the Chinese coal being cheaper than the Indonesian coal as on 7 December 
2004 is not relevant since the Board had not acted upon MMTCs earlier offer 
at US$ 55.75 per MT for the Indonesian coal during the validity period. 

The matter was reported to the Government in February 2006; their reply is 
still awaited (September 2006). 

k.16 Avoidable extra expenditurtj 

Failure to take advantage of decline in prices resulted in avoidable extra 
expenditure of Rs.12.48 crore on the purchase of meters. 

The Board floated (October 1999) a tender for purchase of approximately 24 
lakh single phase High Quality Energy Meters (HQMs) over a period of three 
years from 2000-01. The Board finalised (February 2000) an all inclusive 
firm price of Rs.733.84 per meter and purchased 34.73 lakh single phase 
HQMs during 2000-01to2002-03 . The validity of the rate contract expired in 
March 2003. 

The Chief Financial Controller (CFC) of the Board, while considering the 
repeat orders on the same firms directed (March 2003) the management to 
compare the prices paid by Southern Power Distribution Company of Andhra 
Pradesh Limited (SPDC), Karnataka Power Transmission Corporation Limited 
(KPTCL) and other State Electricity Boards also to ensure that the prices were 
not declining. 

The Board placed further purchase orders for adaitional six lakh meters (April 
2003) and 2.68 lakh meters (September 2003) at the same all inclusive price of 
Rs.733.84 per meter by extending the validity of the existing rate contract up 
to 31 March 2004. The Board received 8,68,477 single phase meters between 
May 2003 and March 2004 against the additional purchase orders. 

It was noticed during audit that the Board had compared the prices paid by 
SPDC and KPTCL in May and February 2002, whereas another SEB (Eastern 
Power Distribution Company of Andhra Pradesh Limited) had placed orders in 
November 2002 at an all inclusive price of Rs.590. I 0 per meter, which was 
lower than the all inclusive price of Rs.733.84 per meter paid by the Board in 
April/September 2003. 

Failure of the Board to compare the latest prices paid by other SEBs before 
placing the repeat orders resulted in an avoidable extra expenditure of 
Rs.12.48 crore on the purchase of 8,68,4 77 meters. 

The matter was reported to the Board/Government in April 2006; their replies 
are awaited (September 2006). 
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k.17 .: Undue benefitj 

Payment of fixed charges to an Independent Power Producer in 
contravention of the agreement resulted in undue benefit of Rs.7.181 
crore. 

The Board entered (September 2003) into a Power Purchase Agreement (PPA) 
with ABAN Power Company Limited (ABAN), an Independent Power 
Producer (IPP), for purchase of power from 113.2 MW power project set up 
by ABAN. Section 5 of the PPA, inter alia, stipulated that the Board shall 
purchase and pay variable charges for all ;infirm power'"'" produced by ABAN 
and delivered to the Board prior to the date of commercial operation. 

ABAN synchronised its gas turbine unit in open cycle mode with the grid 011 

18 February 2005 for testing purposes. The project commenced commercial 
production from 11 August 2005. 

In the meantime. ABAN requested (May 2005) the 13oarcl to buy electricity 
from their project and pay fixed and fuel charges as they were ready to 
generate around _55 MW of electricity continuously. The Board acccptccl 
(May 2005) this request as a special case and Al3/\N supplied 7-U l ivlillion 
Units of power from its project to the Board during 14 May to 15 .l uly 2005 
for which the Board paid Rs.7.18 crore as fixed charges and Rs.6.56 crorc as 
variable charges. 

As the power supplied prior to commencement of commercial operation ( 11 
August 2005) was ;infirm power', the Board was required to pay variable 
charges only. Payment of fixed charges to ABAN during the period resulted 
in undue benefit of Rs.7.18 crore to the !PP. 

The Board .stated (September 2006) that the !PP opted to generate and supply 
firm power with effect from 14 May 2005 on continuous basis and the Board 
accepted it in vie\v of the fact that the cost of generation from the its own 
thermal plant was higher at Rs.2.18 per unit as compared to the payment made 
to the !PP viz., Rs.1.86 per unit and that the payment was made outside the 
purview of PPA. The reply is not tenable as the variable cost of power 
generation from the thermal plant of the Board at the relevant point of time 
was only Rs.1.50 per unit. Since the power supplied during the testing period 
was infirm power, for which only variable cost was payable, the payment of 
cost h!gher than the variable cost of its own generation lacked justification. 

The matter was reported to the Government in May 2006: their reply is 
awaited (September 2006). 

Section I of"thc PPA defined ·infirm power" as electricity produced b) the project 
and delivered to the Board prior to the date of the commercial operation. 
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Chapter-IV Tramaclio11 Audit Observations 

k.18 Avoidable extra expenditurtj 

Failure to switch over to cheaper concrete poles resulted in avoidable 
extra expenditure of Rs.7.10 crore on casting of RCC poles at higher 
cost. 

The Board has been using two types of concrete poles, vi::., Reinforced 
Cement Concrete (RCC) and Pre-stressed Cement Concrete (P C) pole in the 
transmission and distribution lines. These poles are cast in the Pole Casting 
Yards of the Board spread throughout the State. 

The Committee on Public Undertakings (COPU), while discussing the audit 
observations on the working of the Pole Casting Yards of the Board included 
in the Report of the Comptroller and Auditor General of India for the year 
ended 31 March 1994 (Commercial) - Government of Tamil adu, ob erved 
(May 1996) that the cost of the PSC poles was much cheaper than that of the 
RCC poles. It, therefore, recommended greater use of PSC poles to reduce the 
cost of electrification. It also recommended that even for road crossings and 
street lighting purposes, which require long poles, suitable design should be 
developed to cast PSC poles at cheaper cost. 

In compliance to the recommendations of the COPU, the Board issued 
instructions (April 1999) to the Chief Engineers (CEs) in charge of 
distribution to cast 200 PSC poles of 9.14 metre length as per the approved 
drawings on a trial basis. After casting eight PSC poles from February 200 I 
onwards and carrying out the relevant tests, CE, Erode Region informed 
(March 2004) the Board Headquarters that these poles were found suitable for 
double pole structure, for road crossings in urban areas, for street lighting and 
for tangential location for 11 KV lines and that they had not failed or 
developed cracks after two years. 

It was noticed by Audit that in spite of the above, the Board did not take 
effective steps to switch over to PSC poles. The Board produced 48,597 RCC 
poles of 9.14 metre only in 2005-06 at a cost of Rs.2,933 per pole \ hile no 
PSC pole was cast (the cost of 9.14 metre PSC poles during the same period 
\ as estimated at Rs.1,471 per pole). Failure to switch over to PSC poles had 
resulted in an avoidable extra expenditure of Rs.7.10 crore in 2005-06. 

The Board stated (March 2006) that the trial casting of 9.14 metre poles 
carried out by Mettur Electricity Distribution Circle did not conform to the 
requirements of the Board. Though the cost of production of PSC poles was 
apparently cheap, the difference i11 cost between RCC and PSC poles vvas 
small due to the prohibitive capital expenditure involved in lhc formation of 
PSC yards and the transportation cost involved as PSC yards \ ere scattered 
throughout the State. The Board also stated that the failure rate of PSC poles 
had been very high. 

The reply is not tenable as Chief Engineer, Erode Region after casting eight 
PSC poles of 9.14 metre length in the Mettur Pole Casting Yard and carrying 
out the required tests confirmed the suitability of poles for the purposes 
envisaged by the Board. The Board had not made any detailed study on the 
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cost effectiveness of 9.14 metre PSC poles. Further, since the Board had not 
started using 9.14 metre PSC poles, the claim on their failure rate has no basis. 

The matter was reported to the Government in May 2006; their reply is 

awaited (September 2006). 

k.19 ·':Loss bf revenu~ 

Failure to revise lease rent for the land leased out to GPCL resulted in I 
revenue loss of Rs.3.60 crore. 

The Board entered (March 1997) into a Land Lease Agreement (LLA) with 
GMR Power Company Limited (GPCL) for 29.03 acres of land at Perambur 
and Vepery villages for establishing a Diesel Engine Power Project at Basin 
Bridge Power House Complex. As per Article 3 of the LLA, the GPCL was to 
pay monthly lease rent at 14 per cent of market value of the land as assessed 
by the Revenue authorities. Further, the agreement provided for revision of 
the annual rate of lease rent once in three years in accordance with the 
applicable Government notification/guidelines and GPCL was required to pay 

without demur. 

Accordingly, based on the market value of Rs.208.33 per Sq. ft. fixed 
(March 1997) by the Revenue autho1'ities, the Board fixed the lease rent at 
Rs.30.74 lakh per month and this amount was being collected from the date of 
handing over the site to GPCL, viz., 19 December 1996. On expiry of three 
years, the lease rent was revised (November 2000) to Rs.41.35 lakh per month 
based on the market value of Rs.316 per Sq. ft. and Rs.275 per Sq. ft. in 
Vepery and Perambur village respectively. The Board collected this revised 
lease rent with retrospective effect from 19 December 1999. 

Based on the market value of Rs.421 per Sq. ft. and Rs.386 per Sq. ft. fixed by 
the Revenue authorities for Vepery and Perambur villages respectively, the 
Board increased (April 2003) the lease rent to Rs.83.18 lakh per month and 
made it effective from 19 December 2002. GPCL contested (April 2003) the 
method of assessment of the value of the land and requested the Board to 
reassess the vallie of the land. GPCL also approached the Collector of 
Chennai on the subject. The Collector of Chennai reassessed and 
communicated (December 2003) to the Board the market value of the entire 

· 1and as Rs.336 per sq.ft. 

The Board, however, did not take any action to revise the lease rent to 
Rs.49.58 lakh per month on the basis of the reassessed value with effect from 
19 December 2002. Instead, it continued to collect lease rent at the pre­
revised rate of Rs.41.35 lakh per month. This resulted in revenue loss of 
Rs.3.60 crore for the period of 44 months from 19 December 2002 to 18 

August 2006. 

The matter was reported to the Board/Government in March 2006; their 
replies are still awaited (September 2006). 
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Cliapter-11 ' Tra11s11ctio11 l11dit Ob.\en·11uo11.' 

~.20 Avoidable extra expenditur~ 

Failure to take timely action for availing lower domestic tariff for water 
being supplied to the staff quarters resulted in arnidal>le extra J 

expenditure of Rs.2.20 crore. ___ 1 

The Government of Tamil adu (Government) notifi ed (.July 1997) a separate 
tariff for \\ater supplied fo r domestic purposes b) th1.: Chcnnai Mctropulitan 
Water Supply and Sc\\Crage Board (CM \\'SSB) \\ith clkct from I Ju l: 1997. 
The ''ater supplied for domesti c purposes was to be charged at Rs. 25 per l\:ilo 
litre (Kl.). \\hilc the \\atcr supplied to commercial cstahlishmcnts \\as to be 
charged at Rs.-W per KL. \\hich \\'as later on increased to Rs.60 per Kl.'' ith 
ertect from I January 2003 . 

Ennon.: Thermal Po,,er Station (l ~TPS) or the Board has been purcha~ing 

\\'ater from CMWSSB to meet the requirements or its thermal plant and the 
staff quarters attached to the plant th rough a si ngle sump. In spite or the 
introduction or a IO\\Cr tariff for the \\ater supplied for domc~tic purposes\\ ith 
elkct rrom Jul_> 1997, ETPS did not initiate any ac tion to construct a separate 
sump for recei ving \\ater for suppl y to its staff quarters to ge t the benefit or 
lo'' er tari IT. 

On thi s being pointed out by /\ udit (June 2003). l·:TPS took up (.lanuar) 200-1) 
the matter '' ith CMWSSB. l IO\\ ever. the matter ''as not pursued "ith 
CMWSSB until February 2005. ''hen Cl\.1 \\ 'SSB suggested con~tructinn ora 
common collection tank for the'' atcr supplied to the stalT quarters. ;\o action 
has been taken so for to construct the collection tank and as a result the entire 
\\ater supplied by C 1\VSSB is being billed at the commercial tariff. It is 
pertinent to note in thi s connection that orth Chcnnai Thermal Pm, er Station 
(NCTPS). another unit o r the Boa rd. \Yhi eh also purchases ''atcr 1·rn 111 
CMWSSB fo r its plant and staff quarters. initiated a..:tion to get the \\alL·r 
supplied to its staff quarters billed :.it domestic tarilT as earl) as in /\ ugust 1999 
and CM \\ 'SS B started billing the water supplkd to the staff quarters or 

CTPS at the IO\\er domestic tariff from /\pril 2002 on\\ards. 

Thus. failure to take timely action fo r availing the benefit or lo\\'er domestic 
tariff for the water being supplied to the staff quarters during .lanuar) 1998 to 
August 2006 resulted in an avo idable extra expenditure of Rs.2 .20 crore. 

The matter was reported to the Board/Government in February 2006: their 
replies arc awaited (September 2006). 
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14.21 ·.· Avoidable extra expenditur~ 

Failure to take note of the lower prices paid by the field offices resulted in 
avoidable expenditure of Rs.i.43 crore on the procurement of AB 
swikhes. 

· The Board (Central Office) invited open tenders (March 2004) for the 
procurement of 11 KV and 22 KV outdoor type air break (AB) switches with 
post type (PT) insulators (six insulators per switch) during 2004-05. After· 
negotiations, the Board placed (July 2004) purchase orders for procurement of 
2.000, 22 KV switches and 6,600, 11 KV switches at the rate of Rs. I 0,732.60 
and Rs.8,867.42 per switch with insulator respectively on 12 firms. 

' 

Durihg the same period (March 2004 to July 2004), the Chief Engineers of the 
Board at Villupuram and Trichy (field offices) were able to purchase the same 
AB switches and PT insulators separately at prices lower than the above 
mentioned prices finalised by the Central Office as detailed below: 

Item '' Purchase Quantity (in 13asic price 

J Order and numbers) (Rupees) 
elate 

Regional Chief Engineer, Trichy I 

22 KV /\8 switches (without insulators) 5/21.04.0-t 43 6.580 

11 KV /\B s\\'itchcs (\\'ithout insulators) 1/06.04.04 53 5.3-+9 

11 KV /\8 switches (without insulators) 10/13.05.04 52 5.475 

22 KV PT insulators 80/17 .03 .04 750 275 

11 KV PT insulators . 2/06.07.04 1.200 182.27 

Regional Chief Engineer, Villupuram 

11 KV PT insulators 9/27.04.04 1.300 214 
--1 

11 KV /\13 switches l without insulators) 37,78/14.07.04 74 5,780 

11 KV AB switches (without insulators) 52,53/21.08.04 98 5.780 

22 KV switches (without insulators) 4 7110.08.04 30 6,400 

Failure of the Board to take note of the lower prices at which its field office 
purchased the AB switches and PT insulators separately resulted in an 
avoidable extra expenditure of Rs.1.43 crore. 

The matter was repo11ed to the Board/Government in April 2006; their replies 
are awaited (September 2006). 
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Chapter-JV Trr111.rnctiv11 Audit Ob~ervuliom 

k.22 Non-recovery of special guarantee amoun~ 

Failure to safeguard its interest and extension of new service : 
connection to a litigant consumer against its own policy resulted in I 

non-recoverl' of Rs.1.30 crore ~1~remature surrender of connection. 

he Board notified ( februar. 2000) a policy according t \\hi h no reque t for 
a nC\\ connection from a consumer or its sister c ncern who is in litigation 
with the Board for thert or pO\\er, should be entertained. Further. as per 
Clause 13.08 or the Standrad terms and conditions or supply or electric it). 
''here the capital cost to be incurred by the Board for pro iding electricit) 
supply is Rs. I 0 lakh or more. the agreement for supply or electricity ''ill be 
for a period or live years with a condition for pa, ment or a special guarantee 
amount if the agreement is terminated by the consumer due to any reason 
within the period of five years. 

The Board granted (April 2002) a new service connection (I IT SC o.53) with 
a connected load of 6.000 KVA to Grasim Industries Limited (GIL) b; 
incurring a capital cost of Rs.2.9.+ crore. It was noticed during audit that the 
sister concern of GIL. Dharani Cements Limited was found (December 1998) 
unauthorisedly upplying power to GIL and a Court case '"a pending for the 
recovery of compensation of Rs. I .66 crore from it. 

GIL requested (December 2003) the Board for the surrender and permanent 
disconnection of the service connection provided to them in pril 2002 with 
effect from 31 December 2003. The Board disconnected (March 200.f) the 
ervice connection. GIL neither paid the current con ·umption charge 

(Rs.32.45 lakh) for February and March 2004 nor the special guarantee 
amount of Rs.1.43 crore required to be paid for the surrender of service 
connection within five years of availing the connection. The Board has not 
taken effective steps (except corresponding with GIL) to recover th is amount. 

It was noticed during audit that the Board has not pursued for recovery of the 
special guarantee amount payable by the consumer for surrender of the service 
connections before the expiry of five years. Further. the decision to sanction 
new service connection to a consumer, whose sister concern ' a in litigation 
with the Board was against its notified policy. 

Thus, there \\as non-recover; of Rs.1.30 crore (special guarantee amount 
Rs.1.43 crore plus current consumption charges of Rs.32.45 lakh le s deposits 
available with the Board Rs.45 lakh) due to irregular sanction of service 
connection and failure to realise the compensation for premature mrender or 
connection. 

The matter was reported to the Board and Government in August 2006; their 
replies are a\\aited (September 2006). 

77 



_, 

Audit Report (Commercial) for the year ended 31 Marc/1 2006 

k~23 · A voidable extra expenditurej 

Faulty decision to 'lodge' the first tender resulted in avoidable extra 
expenditure of Rs.1.04 crorc on procurement of power transformers. 

The Board decided (April 2003) to purchase 20 power transformers (PTs) in 
the first phase as against the requirement of 40 PTs of 16 MY A. 33/11 KV 
capacity for the transmission and distribution works during 2003-04 and also 
for implementation of the Accelerated Power Development and Reforms 
Programmes (APDRP). 

The Board received (May 2003) two valid offers against the tenders floated by 
it for purchase of 20 PTs. The offer of lnclotcch Translorrners Limited (ITL) 
was lower with the price of Rs.47.29 lakh (excluding sales tax) per PT. Aller 
negotiations· (July 2003). !TL reduced the price to Rs.46.66 lakh per PT 
(excluding sales tax and surcharge on sales tax). As the negotiated rate was 
still found to be higher by Rs.9.28 lakh (25 per cent) than that 01· the updated 
price of the previous purchase order placed in September 2000. the Board 
decided (September 2003) to ·lodge· the tender and call for l'rcsh tenders. 

The Board floated (October 2003) fresh tenders for purchase or 40 PTs or 16 
MY A, 33/11 KV capacity and received offers from four lirms against the 
tender. Out or these. two firms, which quoted the same lowest price, offered 
to supply only two transformers each. ITL. who had quoted the next lo\\cr 
price. offered to supply 27 PTs. After two negotiations in January 2004. the 
lowest tendercrs reduced the price to Rs.51.75 lakh per translorrncr and ITL 
reduced the rrice to Rs.52.12 lakh per transformer. 

Though the above prices were higher by 31 per cent than the updated price or 
the earlier order placed in September 2000 and also higher than the prices 
quoted by the tenderers in May 2003. the Board decided (March 2004) to 
place the order for 30 PTs on these prices (three with the lowest tenderers and 
27 with !TL). 

The decision to 'lodge" the tender floated in f\foy 2003 for the 20 PTs lacked 
justification as the reasons given for accepting the higher prices in January 
2004 viz., increase in price of raw materials, supply on rate contract basis, 
stock of PTs and likelihood of losing APDRP grant were also valid even when 
the Board decided to 'lodge' the earlier tender in September 2003. This 
resulted in avoidable extra expenditure of Rs.1.04 crore on the procurement of 
20 PTs. 

The matter was reported to the Board/Government in April 2006; their replies 
are awaited (September 2006). 
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k.24 Extra expenditure on interesij 

Delay in substitution of high cost loan with a lower interest loan resulted 
in avoidable extra expenditure of Rs.44.03 lakh on interest. 

The Board had entered into Power Purchase Agreements with various 
Independent Power Producers (I PPs) for purchase of power generated by 
them. The payment for the power so purchased included, inter alia, the 
reimbursement of interest paid on the loans raised by the IPPs for the project. 

Samalpatti Power Company (SPC), one of the IPPs had taken loan for the 
project at intere t rates ranging from 13.50 per cent to 16.4617 per cent per 
annum (fixed). In order to bring down the cost of po\ er generated and to take 
advantage of the falling interest rates, SPC obtained (February 2003) sanction 
for a term loan of Rs.40 crore at 12 per cent per annum ( Ooating) from the 
State Bank of Hyderabad (SBH). SPC sought (April 2003) approval of the 
Board for prepayment of the outstanding loan of Rs.33.53 crore to 
Infrastructure Development Finance Corporation (IDFC) (at the interest rate of 
I 6.4617 per cent) along with the prepayment premium of Rs .84 .. 30 lakh for 
availing term loan from SBH to that extent. SPC also sought approval of the 
Board to include the prepayment premium as a component of fixed cost of the 
power and indicated that prepayment would result in total interest saving of 
Rs.4.34 crore to the Board. 

The Board permitted ( 19 May 2003) SPC to substitute the IDFC loan with 
SBH loan but stated that the treatment of prepayment premium would be 
decided at the time of finalisation of completed cost of the project. SPC 
pressed for the approval of its proposal and the Board finally gave approval 
(I 0 July 2003) to the proposal of SPC. The Board, however, did not 
pursue/follow-up the matter vigorously with the IPP to ensure that the 
substitution of high cost loan was effected immediately. SPC transferred the 
outstanding loan of IDFC (Rs.31.28 crore) to SBH only on 14 October 2003. 
The substituted loan carried an interest rate of 11.75 per cent per annum. 

Considering the fact that the substitution of loan would have resulted in a 
saving of Rs.4.34 crore to the Board, it should have accepted and pursued the 
proposal promptly to avail the benefit of lower interest rate say from July 2003 
instead of 15 October 2003. Delay in accepting the swapping proposal 
resulted in avoidable extra expenditure of Rs.44.03 lakh on interest for the 
period from I July to 14 October 2003. 

The matter was reported to the Board/Government in February 2006; their 
replies are awaited (September 2006). 
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14~25 Avoidable extra expenditure] 

Injudicious arrangement with HDFC bank for -picking up of cash from 
the section offices resulted in an avoidable extra expenditure of 
Rs.44.15 lakh . 

The electricity charges (both cash and cheque) coll~cted from the consumers 
against power consumption are deposited by the staff in the collection 
accounts of the section offices held in various commercial banks. 

HDFC Bank (Bank) offered (August/September 2002) its services for the pick 
up of cash and cheques pertaining to the collections from 100 .section offices 
of the Board in Chennai city for a service charge of Rs.5 per Kilometre (Km). 
The total distance was estimated at 215 Kms. 

The Board approved (January 2003) the proposal to utilise the services of the 
Bank for the pick up of cash and cheques from 100 section offices in eight 
revenue branches of the Board located in Chennai city at an estimated 
expenditure of Rs.26,875 per month. This estimated expenditure was 
considered less than the conveyance charges of Rs.30,000 (approximately) 
being paid to the employees of the Board for depositing the collections in the 
banks. 

Immediately after commencing (17 February 2003) the collectioi1 of cash and 
cheques. the Bank increased the collection distance unilaterally to 406 Kms 
from 215 Kms thereby doubling the expenditure involved. The Bank also 
increased the service charges to Rs.30 per Km and started (November 2004) 
debiting the enhanced service charges to the Board's account. The Board 
approved (June 2005) the payment of enhanced service charges with effect 
from July 2005 only. 

It was, however, noticed in audit that though the Board approved the increase 
in service charges with effect from 1 July 2005, the bank refused to refund 
Rs.20.30 lakh deducted during November 2004 to June 2005 towards 
increased service charges. The bank also short credited the Board by Rs.3.43 
lakh (between February 2004 and June 2005), being the value of 
fake/soiled/mutilated notes. The Bank, however, did not return these notes to 
the Board (March 2006). 

The Board should have terminated the arrangement with the HDFC bank. 
when the bank unilaterally increased the collection distance and· the service 
charges, which increased the collection charges ten fold to almost Rs.3 lakh a 
month and should have utilised its staff for remittance purposes. Failure to do 
so resulted in an avoidable extra expenditure of Rs.44. I 5 lakh during the 
period from November 2004 to March 2006. 

The matter was reported to the Board/Government in May 2006; their replies 
are awaited (September 2006). 

80 



2-17-14 

Chapter-IV Tram11ctio11 Audit Observations 

4.26 Persistent non-compliance with Accounting Standards in 
preparation of Financial Statements 

Accounting Standards (AS) are the accepte.sJ standards of accounting 
recommended by the Institute of Chartered Accountants of India and 
prescribed by the Central Government in consultation '.vith the National 
Advisory Committee on Accounting Standards under section 21 OA of the 
Companies Act, 1956. The purpose of introducing AS is to facilitate the 
adoption of standard accounting practices by companies so that the annual 
accounts prepared exhibit a true and fair view of the transactions and also to 
facilitate the comparability of the information contained in published financial 
statements of companies. Under Section 211 (3A) of the Companies Act. it is 
obligatory for every company to prepare the financial statements (profit & loss 
account and balance sheet) in accordance with the AS. 

The Auditors are also required to report under Section 227(3) (d) of the Act, 
ibid as to whether the accounts have been prepared in compliance with AS. 
The extent of compliance with AS in the State Government companies was 
examined by audit with a view to highlight cases of persistent non-compliance 
of Accounting Standards in preparation of annual accounts by these 
companies. 

A review of the financial statements and the Statutory Auditors' Report 
thereon for three years in respect of 48 companies selected out of 53 working 
companies revealed non-compliance with five Accounting Standards by seven 
companies continuously as detailed in Annexurc-15. 

It would be seen from the Anncxure that: 

• One Company. Tamil Nadu Small Industries Corporation Limited 
(TANSI) did not comply with the provisions of AS 2, which stipulate that 
the inventory should be valued at the lower of cost and net realisable 
value. It valued the finished goods (including non-moving, obsolete and 
damaged goods) and semi finished goods at selling price, which included 
the element of profit. 

• One Company, Metropolitan Transport Corporation Limited (MTC) did 
not comply with the provisions of AS 9, which stipulates that revenue 
from service transactions should be recognised in the financial statements 
only when there is certainty about the realisation of that amount. The 
Company included Rs.59.51 crore as student concession subsidy 
receivable from the Government of Tamil Nadu for the period up to 
2002-03, though the Government categorically informed MTC that claims 
for the arrears under that head up to 2002-03 would not be paid to MTC. 
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• AS-13 requires that provision for permanent diminution in the value of 
long term invest;nents shall be made. Three companies (Tamil Nadu 
Industrial Development Corporation Limited, Electronics Corporation of 
Tamil Nadu Limited and Tamil Nadu Sugar Corporation Limited) did not 
provide for permanent diminution in the value of investments. 

• Four companies (TANSI, Tamil Nadu · Medical Services Corporation· 
Limited, Tamil Nadu Ex-servicemen's Corporation Limited and MTC) did 
not comply with AS 15, which deals with accounting for retirement 
benefits to the employees (viz., provident fund, pension, gratuity, leave 
encashment etc.,) and which provides that the contribution payable by the 
employer towards retiremel1t benefits be charged to the profit and loss for 
the year on accrual basis and the accruing liability be calculated according 
to actuarial valuation. 

• Two companies (T ANSI and MTC) had violated the provisions of AS 22, 
which provide that the tax expenses for the period comprising current tax 

· and deferred tax should be included in the determination of the net profit 
or loss for the period. These companies did not include deferred tax 
liabilities while preparing the financial statements. 

Addendum to tile Directors Report 

As per section 217 (3) of the Companies Act, 1956 the Board is to give the 
fullest information and explanations in an addendum to the Director's Report 
on every reservation, qualification or adverse remarks contained in the 
Auditor's Report. Audit scrutiny revealed that the Board of Directors of six 
Companies (TASCO, Perambalur Sugar Mills Limited, TANS!, SIDCO, 
Tamil Nadu Handicrafts Development Corporation Limited and Tamil Nadu 
Medical Services Corporation Limited) failed to comply with this statutory 
requirement. 

The matter was repo1ted to the Companies/Government in July 2006; their 
replies are awaited (September 2006). 

Explanatory notes outstanding 

4.27.1 The Comptroller and Auditor General of India's Audit Reports 
represent the culmination of the process of scrutiny . starting with initial 
inspection of accounts and records ma1ntained in the various offices of Public 
Sector Undertakings and Departments of Government. It is, therefore, 
necessary that they elicit appropriate and timely response from the Executive. 
Finance Depaitment, Government of Tamil Nadu had issued instructions 
(January 1991) to all Administrative Departments to submit explanatory notes 
indicating corrective/remedial action taken or proposed to. be taken on the 
paragraphs and reviews included in the Audit Reports within six weeks of 
their presentation to the Legislature, without waiting for any notice or call 
from the Committee on Public Undertakings (COPU). 
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Cltapter-IV Transaction Audit Observations 

The Audit Reports for the years 1997-98, 1998-99, 1999-2000, 2000-0 I, 
200 t-02, 2002-03, 2003-04 and 2004-05 were presented to the State 
Legislature in April 1999, May 2000, September 200 I, May 2002, May 2003, 
July 2004, September 2005 and August 2006 respectively. Ten out of 18 
departments, which were commented upon, had not submitted explanatory 
notes on 71 , out of I 92 paragraphs/reviews, as on August 2006. as indicated 
below: 

Year of Audit Total paragraphs/review Number of paragraphs/reviews for 
Report in the Audit Report which explanatory notes were not 
(Commerci~l) ' received 

y 

1997-98 25 I 

1998-99 29 I 

1999-2000 28 13 

2000-01 25 10 

2001-02 32 13 

2002-03 29 9 

2003-04 24 24 

TOTAL 192 71 

Department-wise analysis is given in Annexure-16. The departments largely 
responsible for non-submission of explanatory notes were Industries, Small 
Industries and Energy. 

Compliance to Reports of Committee on Public Undertakings (COPU) 
outstanding 

4.27.2 The replies to paragraphs are required to be furnished within six weeks 
from the date of presentation of the Report by the Committee on Public 
Undertakings (COPU) to the State Legislature. Replies to 28 paragraphs 
pertaining to 20 Reports of COPU presented to the State Legislature between 
March 2000 and March 2006 had not been received as on August 2006 as 
indicated below: 

Year of COPU Report Total number of Number of paragra1lhs in respect 

~ .~ .. :: , ~-

Reports involved of which replies were not rec,eived 

1999-2000 I 2 

2002-03 3 4 

2003-04 9 14 

2004-05 . 7 8 

TOTAL 20 28 
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Action taken 011 persistent frregularities pointed out in Audit Reports 

4.27.3 Government company 

Sanction of loans in violation of guidelines by Tamil Nadu Industrial 
Investment Corporation Limited was included in the Reports of the 
Comptroller and Auditor General of India for the years 1997-98, 1999-2000 
and 2004-05 (Commercial) - Government of Tamil Nadu. Audit scrutiny 
revealed that the irregularities (as detailed in Annexure-1-7) continued to 
persist for more than seven years as the action taken by the Company/the 
Government was inadequate. 

=·:n· 
Stllt11tory c~J1porlltio11 .... 

Extension of undue benefit to Independent Power Producers, noticed in Tamil 
Nadu Electricity Board was included in Audit Reports of the Comptroller and 
Auditor General of India ·for the years 2001-02, 2003-04 and 2004-05, 
(Commercial) "" Government of Tamil Nadu. Audit scrutiny revealed that 
these irregularities (as detailed in Annexure-18) _continued to pe1'sist as the 
action taken by the Board/State Government was inadequate. 

The matter was referred to the Government in August 2006; their· reply is 
awaited (September 2006). 

Audit observations noticed during audit and not settled on the spot are 
communicated to· the heads of the Public Sector Undertakings (PSUs) and 
departments of the State Government through inspection reports. The heads of 
PSUs are required to furnish replies to the inspection reports through the 

· respective heads of departments within a period of six weeks. Inspection 
reports issued up to March 2006 pertaining to 59 PSUs disclosed that 3,650 
paragraphs relating to 860 inspection reports remained outstanding at the end 
of September 2006; of these, 382 inspection reports containing 1,293 
paragraphs had not been replie2 fo for more than two years. Department-wise 
break-up of inspection reports and audit observations ·outstanding as on 30 
September 2006 is given in Annexure-19. 

Similarly, draft paragraphs and reviews on the working of PS Us are forwarded 
to the Principal Secretary/Secretary of the administrative department 
concerned demi-officially seeking confirmation of facts and figures and their 
comments thereon within a period of six weeks. It was, however, observed 
that 23 draft paragraphs forwarded to the various departments during the 
period from March to August 2006, as detailed in Annexure-20, had not been 

- replied to so far (September 2006). 

It is recommended that (a) the Government should ensure that procedure exists 
for action against the officials who fail to send replies to inspection 
reports/draft paragraphs/ ATNs on the recommendations of COPU as per the 
prescribed time schedule, (b) action to recover loss/outstanding 
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advances/overpayments is taken within prescribed time and (c) the system of 
responding to audit observations is revamped. 

The matter was referred to the Government in September 2006; their reply is 
awaited (September 2006). 

~:;nna~ S MAR 2007 
(S.MURUGIAH) 

Accountant General 
(Commercial and Receipt Audit), 

Tamil Nadu 

Countersigned 

_________ v(_ __ _ 

New Delhi ' (VIJA YENDRA N. KAUL) 
The ~2 _MAR 2Q Q 1=omptroller and Auditor General of India 
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ANNEXURE-1 

(Referred to in paragraphs 1.3, I A, 1.5 and 1.17) 

Statement showing particulars of up-to-date paid-up capital, budgetary outgo, loans given out of budget and loans outstanding as on 
31 March 2006 in respect of Government companies and Statutory corporations 

(Figures in column J(a) to 4(f) are Rupees in lakh) 

Sector and name of 1he Paid-up capital at the l'lld of the current year Equity/loo us Othl'r Loans outstnnding nt the close of Oeh l c1111ity 
'o. company/Statulory corporation recl'ivcd out or loans 2005-0(I• rnlio for 

budget during the received 2005-06 
year during (pn•,·ious 

State Central Holding Others Tot11I Equity Loa us 
the ~·ear 

GO\'Cl'll- Others Toto I 
~ear) 

4(1)/3(c) 
Govern- Go\'ern- com- ml'nt 
ment mcnt panles 

(I) (2) J(a) 3(b) J(c) 3(d) 3(e) 4(a) -l(b) 4(c) - 4(d) 4(c) -1(1) (5) 

A. \\'OIU-:ti\'G COMPA'.'ilES 

.\GRl(TLTI ' RE 

·1 amil Nadu Fisheries [)c,·cfopment 4.:15 5~ 445 52 
Corporauon l.m11tcd 

Sector-wise Iola! -1-15.52 · 4-15.52 

l:\'O{ISTRY 

2 Tamil Nadu Industrial Dc,clopmcnt 9.417 31 9.417.31 18.719 55 18.719.55 1.99:1 
Corporation L1m1tcd (TIDCO) (2 40· f) 

3 Tamil Nadu Industrial Explos1ws 2.214 14 481.5.:I 2.695 68 R;' ::!5 4.562 66 740 89 5.303 55 1.97 I 
! . ;;111~(' J (l 94 l) 

·1 amil adu Paints and /\ll1l'd 2 05 2 05 
l'rctdl•l'lS Limited (Sub~1d1Jt\ of 
'JM.S I) 

T~11111f 1\adu . mall lnd11,tnc 1.505 26 1,505 26 1.08(1 60 407 67 1.4R8 27 099. l 
Cwpornuon l. i111 11c·d (T.-\1-IS!J (I 07 I) 

(· i ::: n,I ':idu S~1~fl lndust11-:s 77000 110 no 
lk1l'fop111cnt Corpornt1011 l.11111 t~d 
(S![)CO) 
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Audit Report (Commercial) for the ye11r ended 31 March 2006 

!'.~.Yt) . : .: • (2) . J(a) 'J(b) J(l')': 3(d). 3(c) 
.. 

4(:1) 4(h)' 4!c) .. 4(d~ 
'. ~;. ;}'"'(~)···':'.· 

},_;;:_·· 
'l(f) : .· ,c.'':<5) •• : -';» ,<'. 

7. State· Industries l'roqiotion 14.:l21 ~5 14.321.25 
l'orporation of ramil NaJu Limited (0.33:1) 
(Sll'l'UT) 

8. Tamil Nadu Sail Corporation Limited 317.01 317.01 

9. Tamil Nadu Magnesite Limited 1.665.00 1.M,5.00 1.937.75 1.937.75 1.16:1 
(1.16:1) 

10. Tamil Nadu Leather Development 250.00 250.00 294 33 13.50 307.83 1.23: I 
Corporation Limited (1.27:1) 

Sector-wise total 30,459.97 2.05 481.54 30.943.56 85.25 7,S7:U4 19,881.61 27,756.95 0.90:1 
(1.18:1) 

ENGINEERING 

11. State E1igineering and Servicing 49.71 49.71 444.34 444.34 8.94:1 
<::ompany of Tamil Nadu Limited (8.94:1) 
(SESCOT) (Subsidiary ofTANSI) 

12. Southern Structurals Limited 3,435.50 18.80 3..15-1.3(1 5.739.45 5.739.45 1.66:1 
(1.68_:1) 

Sector-wise toti1I 3,-135.50 49.71 l!U!O 3,50-1.01 6,183.79 6,183.79 1.76:1 
(1.78:1) 

ELECTRONICS 

13. 'Electronics Corporation ofTamil 2.593.05 2.593.05 
Nadu Limited (LI.COT) 

Sc<·tor'-wisc total 2,593.05 2,593.05 

TEXTll.ES 

14. Tamil Nadu Tc~tilc Corporation 154.00 154 (1(1 ·242.22 . 242.22 1.57:1 
Limited (1.46:1) 

15. Tamil Nadu /.;iri Limited 34.40 34 40 40 ()() 40.00 40.CJO I.I 6': 1 

Sector-wise total 188.40 lllS.40 40.00 282.22 282.22 1.50:1 
(1.20:1) 
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An11exures 

~ 
...... (I) (2) 3(11) 3(h) 3(c) 3(tl) 3(l') 4(a} 4(h) -l(c) -l(d) 4(1') -1(0 (5) 
.!. 
(J1 11.\"\DLOO~I .\I'm II .\ "\DJC'R..UTS 
<II 

16 I a1111I Nadu J J,md1cmlls J)~, clormc111 180 26 II h (Ill 0 71 2% •.)7 2JR 9-1 21X '!-I 0 7-1 I 
Corpor,111on Limited (0 90 I I 

17 Tamil Nadu I landloom lkvclopmcm 267 ()() 162.23 429 23 
Corrorat1on l.11n1tcd 

Scctor:wise tot:1J -U7.26 J J(1.00 162.9-1 726.20 21S.9-I 2111.9-1 0.30:1 
(0.37:1) 

FOREST 

18 Tamil adu Tea Plantation Corporation 596 18" "96 18 
L1m1t~d 

19 Tamil Nadu forest Pla111at1011 376 ()() 376.00 
Corporation Lim1t~d 

20 Arasu Ruhhcr Corporation l.1m1tcd 845 .00 845 00 64962 649.62 (J 77 I 
(I 18 .1) 

Sector-wise total 1,817.18 l,!117.IR 6-19.62 6-19.62 0.36:1 
(0.S5:1) 

\11:-il"\G 

21 Tamil Nadu M111crals J.1m1tc·d (TAMIN) 786 90 786 90 

Sector-wise total 786.90 786.90 

CO"\ST!ll TTIOi 

22 Tamil adu State Construcuon 500.00 500.00 640 19 6-10 19 I 28 .1 
Corporation Limikd (20.40 I) 

23 Tamil Nadu l'ol1cc I lous111g Corporation JOO 00 10000 
J.im11cd 

Sector-wise total 600.00 600.00 6-10.19 6-10.19 1.07: I 
(17.00:1) 

Dill "GS A"\D CllDllC.\l.S 

24 Tamil Nadu Mcd1c1nal Plant Farms and 20 75 2(1 75 
J lcrbal Med1rn1~ Crnpornllun l.111111cd 
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Audit Report (Commercial) for the year ended 31 Marc/1 2006 · 

25. Tamil Nadu Medical Services 
Corporation Limited 

-----·------· 
Sl'l·tnr-wisc totnl 

SUGAR 

26. Tamil Nadu Sugar Corporation 
Limited 

27. Perambalur Sugar Mills Limited 
(Subsidiary orT ASCO) 

Sector-wise totnl 

CEMENT 

28. Tamil Nadu Cements Corporation 
Limited 

Sector-wise total 

ECONO:\ilCALLY WEAKER 
SECTIO!\ 

29. Tamil Nadu Adi' Dravidar Housing 
anu lkwlopmcnt Corporation 
Limited 

30. Tamil Nadu Backward Classes 
Ec<inomi~ Development Corporation 

.. Limited 

3 r. Tamil Nadu Min1.1ritics Economk 
Dc\'dopmeilt Cdrp9rntio,n

1 
l,imitcd 

32. Tamil Nadu Corporation for 
De\'elopmL·nt oJ'Womcn Limited 

424.75 

679.15 

226.75 

679.15 226.75 

3.741.80 

J,741.80 

5.018.50 4.493.91 

1,227.01 

5.01. 

411'.00 38.42 

424.75 

100.00· 779.15 

190.60 417.35 

290.60 1,1%.50 

3.741 80 

J,741.80 

9,512.41 

1.'227 lJ I 

5.01 

n42 

92 

104.00 

3,450.20 

2.597.40 

6,047.60 

487.00 . 487.00 

487.00 487.00 

9.19 

70.00 1.425.00 3,021.04 

500.0(1 912.50 

95 00 

3,4°50.20 

2.597.40 

6,047.60 

487.00 

487.00 

9.19 

3,021.04 

912.50 

95.00 

(27.13:1) 

(25.37:1) 

4.43: I 
(3.93:!) 

6.22:1 
(6.37:1) 

5.05:1 
(4.78:1) 

0..\3:1 

0.13:1 

(0.26:1) 

2.46: i 
(3.34:1) 

182.14:1 
(85.83 I) 

1.21:1 
(1.211) 
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A1111exure.~ 

(l) (2) 3(11) 3(b) 3(c) 3(d) 3(c) -'!a) 4(h) -'(c) -'!ti) 4(c) 4(f) (5) 
-- --·-

33. lam li \'a<lu l . \-\..:'f\H.' l'llh.'ll . !-> Curporat1trn 22 91 22 91 
l. irlllt(d 

------ ·-- --- --------- - --------
Sector-\\ i\l' tol:tl <dl3.-13 4532.33 IO,H-':;.76 70.00 1,n:;.00 1114.J'J 3,93354 4,037.73 0.37:1 

(O.Ci-':IJ 

Pl Bl.IC DlSTRllll T IO:\ 

34. Tamil i'\:rdu L'rvrl Surrlics Corporat ion l.imrtcd 3.339 I 0 3.339 JO 3ll.00o.UO 31J.llfl(JI)() 30.000.00 8.98:1 
(0.29:1) 

SN·lor-\1 i~c 101:11 3,339. 10 3.339. IO 30.000.00 30,0110.00 30,000.00 8.98:1 
(0.29:1) 

TOl'lllS \I 

35. Tamrl N:rdu Tnurrsm lkvclopmcnt Corrorati on 678 63 67R 63 IX'! ?4 137 50 326 74 0 48 I 
1.imrtcd (U 62 ·1) 

t.·c-tor-'' iM• tot:.. I 678.63 678.63 11111.24 137.SO 326.74 0.-111 :1 
(0.62:1) 

Fl:\ .\:\CI;\(; 

36. Tamrl Nadu Industrial In vestment Corporat ion 11 .61)2 28 1.747 28 13.349 56 14.10000 53.501.94 53.501 94 4 OJ I 
1.irnrtcd (TllC) (4 34 I) 

37. Tamrl ;\adu Transport Development Frnancc 4.303 00 1.871 Ill 6. 174 18 1.000 no 7.000 ()() I 13 I 
Corporation I rm rtcd (I JO I) 

Scclor-11 i~c 101:11 15,905.211 3,6111.-16 19,523.74 14,IOU.OU 60.SOl.94 60,5111.94 3. 1!1: I 
(3.38:1) 

INFlt\STIU '('Tl ·1u: m :n :U>P:\IE:\T 

38. Tamrl Na<.!u l rhan F111ancc and lnfr:rs trlll:turc 3.102 00 'JS oo 3.200 0() 1.4789' 65.624 97 67. 10392 20 97 I 
lk1dnrm:nt Curror:ruon l.unrtcd (25 34 I) 

39. Tarnrl Nadu 1"111,·r I 1n:r1ic,· and Jn fr:r,tructurc 2.21KI <XI 2.200 ()O 10.800(10 10.8(WI 110 4 91 I 
Dc1clnpmcnt C111rora11on Lrmrtcd (R 711 1 J 

40. T:rrnrl :'\:rdu J{ur:rl I l1H1 >11tg and Infrastructure 300 OJ 300 01 
lk1 l'lopmc11t l'nrpor:r11011 I 11111tc·d 

41. Tamil \:rdu l(o:rd l11fra,tn1,· tu rc IJc'll'iopmcnt ) ()1 )0(1 500 011 51101)(1 
Corporat111n I 11111t,·c.l 

------ ---------
Scrlor-11 i•c tot:il 6,102.01 'Jll.00 6.200.01 :;mum IA711. 11~ 76.42-1.97 77.'JO.l.92 12.~7 : 1 

( 17.S:'I : I) 
- -~- -- ---------- -- -·--------
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Audit Report_(Commercia/) for the year ended 31 March 200() 

TRA:\'SPORT 

42. Metropolitan Transport 
Corporation Limited 

43. Tamil Nadu Stale Transport 
Corporation (Madurai) Limited 

44. Tamil Nadu State Transport 
Corporation (Coimbatore) Limited 

45. Tamil Nadu State Transport 
Corporation (Kumbakonam) 
Limited 

46. Tamil Nadu State Transport 
Corporation (Salem) Limited 

47. Tamil Nadu State Transport 
Corponition (Villupuram l Limited 

48. 

49. 

50. 

51. 

52. 

53. 

State Express Transport 
Corporation Limited 

Sector-wise total 

i\llSCELL,\NEOllS 

Overseas. Manpower Corporation 
Limited· 

Tamil Nadu State Marketing 
Corporation Limited (TASMAC) 

l'oompubar x;::;:;1ing Corporation 
Limited ~ 
!'allavan Transport Consultarn:y 
Services Limited 

Nilakonai Food !'ark Limited 

Scl'tor-wise total 

TOTAL(,\) 

24.296.81 

18.695.96 

7,739.08 

10,484.04 

4.034.74 

6.610.21 

12.476.89 

8-1,337.73 

15.00 

1,500.00 

2.053.00 

10.00 

65.00 

3,578.00 65.00 

1,65,1173.66 .t,648.33 343.51 

24.296.81 

18.695.96 

7.739.08 

I 0.484.04 

4.034.74 

6,610.21 

12,476.89 

8.t,337.73 

15.00 

1.500.00 

2.053.00 

10.00 

2.54 .. 67 54 

2.54 3.645.5.t 

4,672.88 

94 

. 4(b). ._.: 4(c). . 4(<1) 

819.40 2.616.65 

3.286.93 7.207.41 

4.437.01 6.009.98 

4.965.97 7,590.82 

3.391 /16 4.791.09 

4.476.90 6,808.40 

401.52 1.696.82 16,286.80 

401.52 23,07-1.69 !'2,211.15 

900.00 

900.00 

1,075.52 30.527.00 39, 18.t. 9.t 53,297.95 2,I.t,S-19.8.t 

" 4(f) 

2.616 (15 

7,207.41 

(i,909.98 

7,590.82 

4,791.09 

6,SOS.40 

16.286.80 

52,211.15 

900.00 

900.00 

2,68, 1-17.79 

ll 11 I 
(0.09 I) 

0.39 I 
(0 26 I) 

0.89 I 
(0.40 I J 

0 72.I 
(037 I) 

1.19:1 
(0.661) 

1.03.1 
(0 62 I) 

1.31: I 
(I 29:1) 

0.62:1 
(0.43:1) 

0.44: I 
(0.73 I l 

(3.64:1) 

0.25:1 
(OA3:1) 

1.53: I 
( 1.61: I) 



A1111exures 

(I) (2) 3(:1) 3(b) 3(c) 3(11) 3(l' ) 4(:1) 4(h) -l(c) -l(cl) 4(c) -1(1) IS) 
-- ---- - -

B. \\()1{1,1\(, SI \Tl H>ln 
('()l{l'()R \ 110\'> 

l'O\\ ER 

Tamil t\adu l·kct11c1\\ BnJrd 53.SOO no 53 50!1 llll 2500 !Kl ':? 1.l 411) X5 9.32.3(1.; X7 9 12 365 87 17 43 I 
( 17 70 I) 
-----

Scrtor-1\ i'c tolal :;3,:;00.00 :;.1500.00 2500.00 2.IJ,-I0:;.11:; 9,32,3(i5.R7 9.32,365.87 17.-'3:1 
(17.70:1) 

-- ------- --·- ----
AG){JCI J."l l RE 

2. TJ1111I :--:idu \\',11chou•111g 380 50 380 ) CJ 7(11 ()() 
Corpurallon 

Sl'l'tor-\\ i"' total 381150 3110.SO 7(11 .00 
---- -------

TOT.\1.(11) :SJ ,118050 38050 :;-1,261.01) 2.:S00.00 2.13.-IO:S.ll:S 9,32,3(15.1!7 'U2.3(1:;.s7 17.18:1 
(17.-1-1 : 1) 

---- --·- -- -----
GRi\'.\ll T<rl .\I. (.\ +ll) 2.19.75-1.16 5,028.SJ J-IJ.SI -1,672.Hll 2.29,799.38 J,:;7:;52 Jo.:;21 .00 2,:;2.:;•m. 79 S3,2'J7.9S 11,-17,215.7 1 12,00,S 13.66 5.22 :1 

(S.23 :1) 
----

c. '0'.\-\\ ORh.I"\(, ('0\IP.\ "\'IE~ 

A(;IUCl J."l l RE 

I. TJ mt l Nadu A!,llO lndt1'lrtcs .+:l) 98 16-i ()Cl 6110 <18 1.820 66 I .X20 66 3 03 I 
Corpora11nn I 1m11<:J (3 03 I) 

2 TJmtl Nadu !'null!' lk\c lopmcnl 125 -1 3 I 2-i 126 (18 (18 'O 572 14 572 1-1 4 52 I 
Corpor•tttun I 111111,·J (3 68 1 I 

3. Tnmt l ~adu Sug:trl·anc ·Farm 27 50 27 )(I 

Corpurauon Ltmllcd 

4 Tamil Nadu S1atc· l'a1m; 1-i5 I~ 1-i'i 13 
Corpo1•ll11111 I 11111i.-J 

5 TJtntl "\adu s1.11c I uh, ,_.11, 31 51! ; I 511 
l'u1pnr.ll11111 I 111111,·J 

6 Tamil "\adu l>.111' !),·,,·!.1p111c111 207 36 2117 .><1 
Co1 p11ra1 11 111 I 111111,·J 

----- ·----------- ---
S<·clur-\\ i'l' 1<11:11 9H2.'>0 l<•S.00 1.25 1.1-19. I:; 611.JO 2.3'J2.80 2,392.SO 2.011 :1 

(1.99: I) 
- -- -- -- --
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Audit Report.(Commercial) for the year ended 31 March 2006 

INDliSTR\' 

7. Tamil Nadu Magnesium and 362.00 
Marine Chemicals Limited 
(Subsidiary ~fTIDCO) 

8. Tamil Nadu Graphites Limited 10:00 

Scctor"wise total 10.00 . 362.00 

ENGINEERING 

9. Tamil Nadu Steels Limited 392.00 

Sector-wise total 392.00 

FINANCING 

10. The Chit Corporation of Tamil 5.92 
Nadu Limited 

Sector-wise to.t:il 5.92 ---

TRANSPORT 

II. Tamil Nadu Goods Transport 26.56 
Corp'orntion Limited 

Sector-wise total 26.56 

MISCELLANEOUS 

12. Tamil Nadu State Sports 0.002 
D.cvdopmcnt Coq1oration Limited 

13 .. Tamil Nadu Film Development l.J91.00 
Corporation Limited 

•. ',1 •· :' ·!' 

'.t(dl. 

362.00 

10.00 

372.00 

392.00 584.37 

392.00 584.37 

':i.92 

5.92 ---

6.10 32.66 

6.10 32.66 

0.002 

I :391.00 1,392.49 

96 

·• 

465.99 

465.99 

'I( 

--------· 
4(f> . • :L:;. '.f,i~ <~>; · ": 1 

1,050.36 

· 1,050.36 

1.39249 

2.68:1 
(2.68:1) 

2.68:1 
(2.68:1) 

1.00:1 
(100:1) 

'' 



(I). ',~·:r,: . ,, )'. ,· (i) '', ·:· 

14. 'T~;mil Nudu Institute or 
Inllmnation Technology 

Sertor-wise totn I 

TOTAL (C) 

Gl~AND TOTAL (A+B+C) 

Note 

3(a) 

510.44 

l,901..l.J2 

3,318.822 

2,23,072.982** 

. '·J(b): · :_ , · J<c> · : · .. · ;. 3<d) 

165.00 362.00 7.35 

5,193.83 705.51 4,680.23 

A1111ex11res 

_· 3<e>' -:~. '..:;:·~<~~t:y.·, ·/;4<ii> ·. · <;. ':4(c)',i;'.';: :"';<' 4\d> - ·,.:<"{'4<eX::~:·: .. 4m · : \T)5)2<,:: . 
510.44' 

1,901..J-U l,3'>2A9 1,392.49 0.73:1 
'(0.(t5:1) 

3,853.172 68.30 4,369.66 465.99 4,835.65 ·1.25:1 
(1.23:1) 

' 2,33,652.552 3,575.52 ' 30,595.30 2,52,590. 79 57,667.61 
------

11,47,681.70 12,05,349.31 5.16:1 
(5.16:1) 

I. .Except in respect of companies/corporations which finalised their accounts for 2005-06 (Serial numbers J\-1 to 5, 7 to 11. 14 to 16, 18 to 21, 23 to 28, 30, 33, 35 to 
3 7. 39. 42 to 48!52, C-4 and 8) the figures arc provisional and as given by the companies/corporations. 

2. •Loans outstanding at the close of 2005-06 represent long-term loans only. 

3. ** State Government's investment in PS Us was Rs.2.807.41 crore (Others - Rs.1.1,582.61 crore). Figure as per Finance Accounts 2005-06 is. Rs.2,330.86 crorc. 
The difference is under reconciliation. 
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Audit Report (Commerciaf) for tf1e year ended 3 I March 2006 

ANNEXURE-2 

(Referred to in paragraphs 1.6, 1.7, 1.8, 1.13, 1.16, 1.19, 1.20 and 1.29) 

Summarised financial results of Government companies and Statutory corporations for the latest year for which accounts were finalised 

(Figures in columns 7 to 12 and 15 are Rupees in lakh) 
~~~~~~~_,..~.,_...~~~~,...,,.,~~.,-,-.......,.___,~.....,.,"""7"""~..,.-,~~~..,-.,,.,,_~~~...,...,..~..,.-..,....,.~~~~-,,-,-~~~~~~--..,.-,,-_,,..,, 

Jfff>Mi~.J..';3>;/~2). ,· ;·.;:·.· '. ;·~ ·: .·:: :<~> :'.+f\';f'·~:''.i1'>'~;;i) ;", ,··. '(5).\~; <.fr :· C~> '> :·: • . (7) ·. ,, . .., • JS) ·:J;j<':'. •.:: i9> ).''?;t'.fi(1or:;: · •· c11) .· · .. · .,.,'.'T\ (12) ,· .·· · '.~~~j'.'.\~:~;;:;,:,q4j··,'·;·:~·.,,,95>?:'.'.·~~~~·'.@>,i?~ 
A. WORKING 

COMPAi\'IES 

I. 

2. 

AGRICllLTllRE 

Tamil Nadu Fisheries 
Development 
Corporation Limited 

Sector-wise total 

INDllSTH\" 

Tarilil Nadu 
Industrial 
Development 
Corpornuon l.imill'd 
(TIDCO) 

3. Tamil Nadu 
Industrial hp\nsi1 es 
Limited 

4. Tamil Nadu Pamts 
and Allied Produ~ts 
Limited ()uhsidia('\ 
ofTANSIJ 

Fisheries 

Industries 

Industries 

Small 
Industries 

. 11 April 2005-06 2006-07 98.68 
1974 

98.68 

21 May 2005-06 2006-07 :!33.~6 
1965 

9 2005-0(1 2006-07 (-lU'J2.lJQ 

rebrtla('\' 
1983 

18 2005-116 2006-07 4.50 
Novem-
ber 1985 

98 

445.52 (-)516 7.\ (-)I.II 98.68 13.822.30 214 . 

4-15.52 (-)516.7-l (-)I. I I 98.68 

9.417.31 2.614.14 LJ0.08r1.n 2.519.34 2.80 10.630.21 100 

2.695.68 (-)3.043.-13 4.%-1 SX (-)1.317.27 2.644.00 827 

2 05 15.2.J 27.03 10.51 38.88 19~.(11 I~ 



Annexures 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (It) (12) (13) (14) (15) (16) 

5 Tamil Nadu Small Small I 0 Sept~m- 2005-06 2006-07 52.21 1.505 26 (-)5 ,912.61 22.543 .81 411.38 1.82 6. 163.07 404 
Industries Corporation lndustncs her 1965 
Limited (TANS!) 

6. Tamil Nadu Small Small 23 March 2004-05 2005-06 18.57 770.00 217.45 961.05 231 .73 24. 11 8.028.36 482 
Industries Development Industries 1970 
Corporation Limited 
(SIDCO) 

7. State Industries Promotion Industries 25 March 2005-06 2006-07 1,759.70 14,321.25 2.932.58 22, 115.49 2,262.30 10.23 6.396.96 318 
Corporation of Tamil Nadu 1971 
Limited (SIPCOT) 

8. Tamil Nadu Salt . Industries 22 July 1974 2005-06 2006-07 0.05 317 01 374.00 711.04 0.05 0.01 1.307.48 70 
Corporation Limited 

9. Tamil Nadu Magnesite Industries 17 January 2005-06 2006-07 1.22 1.665 .00 (-)3 .626.00 (-)2,338.04 151.72 3.6 12.18 601 
Limited 1979 

10. Tamil Nadu Leather Small 21 March 2005-06 2006-07 (-)127.94 250.00 (-)2,453.38 (-)1 , 153.07 19.04 45 
Development Corporation Industries 1983 
Limited 

Sector-wise total 548.88 30,943.56 (-)8,882.01 1,37,918.67 4,288.80 3.11 

E GI EE RING 

11. State Engineering and Small 25 April 2005-06 2006-07 (-)25 .52 49 71 (-)1 ,862.41 (-)14.15 (-)0 83 
Servicing Company of Industries 1977 
Tamil Nadu Limited 
(SESCOT) (Subsidiary of 
TANSI) 

12. Southern Structurals Industries 17 October 2004-05 2005-06 (-)1.277.17 Under 3.454.30 (-)13,723.02 (-)942.01 (-)248.31 7.75 7 
Limited 1956 statement of 

loss by 
Rs.4 .36 crorc 

Sector-wise total (-)J ,302.69 .3.50.tol (-)I 5,585A3 (-)956.16 (-)2.t9.14 
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Audit Report (Commercial) for tire year ended 31 March 2006 

13. Electronics Corporation of" 
Tamil Nadu Limited 
(ELCOT) 

Sector-wise total 

Information 
and 

Technology 

21 March 
1977 

2004-05 13~_66 lh L'!Slat~mcnt 2.593.05 
ol°proi\t by. 

Rs.11.03 nnre 

232.66 2,593.05 

.?. l<J0.93 234.53 10.70 1,592.35 207 

····-·---·---··-·-·-·-·------------~ 

2:i2. ')7 2,l'J0.93 23~.53 W.7o 
----------------------------~~-~---~-----------------------·------·--·---------------------

TEXTILES 

14. Tamil Nadu Textile 
Corporation Limited 

15. Tamil Nadu Zari· Liniitcd 

Handloom, 
Handicratl. 

Textiles and 
Khadi 

Hand loom. 
Handicratl. 

Textiles and 
Kh:tdi 

24 April 
1969 

6 December 
. 1971 

2005-06 2006-07 :il.26 

2005-06 2006-07 24.41 

154.00 (-)161.58 251 15 .77.61 30.90 1,719.36. 236 

34.40 299.19 378.02 27.25 7.21 2,044.63 157 

---------------------------------------------------------··---------····----~'--------------

Sector-wise total 75.67 -188.40 137.61 629.17 
----'------------------'--------------------------------'-------·-------·-·· 

IIANDLOOi\1 ANi> 
IIANDICR,ffl~S 

16. Tamil NadL1 lfandicralis 
Development Corporation 
Limited 

17. Tamil Nadu Handloom 
Development Corporation 
Limited · · 

Sector-wise total 

llandloom. 
l landicrali. 

Textiles and 
Kha di 

1-landloom. 
I la'ndicratl. 
Textiles and 

Khadi 

26 .iuly 1973 

10 
September 

'1964 

2005-06 (-)9.59 25·1.66 

2pcl4-05 2005-0h 429.23 (-)64 27 

(-)30.07 726.20 190.39 I l,l:i0.72 

I04.86 16.67' 

14.66 5.55 I ;783.00 

26.02 2.94 '106.05 

40.68 3.54 
---------------------------------------------------------------·---·----------------

F.ORI·:sr 
18. Ta.mil Nadu Tea Plantation 

Corporation Limited 

19. Tamil Nadu Forest 
Plantation Corporation, 
Limited 

Environ­
ment and 

Forest 

Environ­
ment' and 
-F~rcst 

22 August 
1975 

13Juncl974 

2005-06 2006-07 (-)847.00 

2005-06 2006-07 736.37 

IOU 

-596.18 (-)889 02 105.47 ,(:)839.51 4,213.00 

376.()0 3.977.CIS 3.·129.14 786.37 22.93 . 3.489.00 

,.; .. , 

165 

'" 30 

6,734 

468 

}'·:',•, : ,.\ ".·1 

l 



.41111 "-'-'"re•.\ 

~--. 

(I) (2) (3) (-1) (5) (<1) (7) (8) (9) (I{)) (II) ( 12) (13) (14) (15) (16) 
------

:o A1a~u l<uhh1..•r Cu1pmat1011 I 11\ iron- I 0 All::!lht 200'i-1!(1 2111 1(•-117 r.9.JI X-l' 110 (-)~ . J~\) :;:; 1-1' IX X7 11'\h .'h 1.872 7.1 1••7 
l.1m1IL'd lllL' lll itlld l •)X-l 

hirc't 

rrtor-wisc total ( - }.t 1.22 1.Xl7. IX 73N.5 1 3.015.7-l 133. 12 -l.-11 

1\11~1'\(; 

21. Tamil Nadu i\11ncral> lndustnc' 6 April 1977 2005-06 2006-07 ')(l.j')') 7811 90 9 . INl~I> 9 5-l'i 9() 90-l 99 9.4S 11 .000tlO I 65~ 
Limited ('I ,\\II:--.) 

Sector-\\ isl' total 90-1.99 711(1.90 9,179.c.<1 9.5-15.90 90-1.99 9.-1 11 

CO~STIH CTIO:\ 

22 Tamil Nadu State Public X Fcbruar' 2001-02 200-1-05 1-)6-17 5X 500 till t-)2 6-l.1 XI> X.OIJ 9X (-):'i57 17 4 166 
Constructlllll < ·nrrnrat1on \\'orks 19XO 
Limited 

23. Tamil N;1du l'111icc llmm• 30 Arni 2005-06 2111111-07 107 SR 10(1110 5X6 htl 1.173 X2 168 90 14.39 10.049.00 288 
I lous111g Corrurauon 19XI 
L1m1t.·d 

Sector-" ;,c tot:i I (-):'ij'J.70 (100.00 (-)2 ,U57.2<i 1J,IN7.HO (-)3118.27 

DRn;s .\'\I) CllDllC.\l.S 

24 . Tamil Nadu Mcd1c111al Indian n 211115-lJ(, 2006-07 169 79 20 75 5-17 -l:l 597 :!1 169 7'J 28.43 1.049 90 I X5 
Plant Farms and I k rhal J\kd1rn1c Scptcmhc1 
Mcd1rn1c Cm poiat1on and I lrnnc·o- . I lJX.1 
l.11n1tcd path~ 

25 Tamil Nadu Mcd1c;1I I lcalth and I Jul~ 199-l 2005-06 2lKJ6-07 1-1719 ()\"'' 4t1-l 1111 .1-l I M> 917 7-l 341 60 37 23 1.775.21 17h 
Sen ices Corpom11on Fa1111l) l!l l :l!l.."tnl.."llltl l 

p1or11 b\ 
Lirnttcd \Vdforc• R~ ~IHI 1.ll1h.' 

------ ------ --
Sector-" i'l' tot:1 I 317.011 -IH.75 NS'J.119 151-'.% 511.-':'i 33.7(1 

Sl'G.\R 

26. Tamil 1'adu Sug;11 Industries I 7 ( ktoi>L'I 2011~-ll(, 20111•-117 (-)3tl'i Ill 77'> I .'i 1-17 •19 '<1 1.772 .j; 7)() l.J .J2 32 5 471> 35 51<1 
Corpo1at1on I 1m1tc·d 197.J 
(TASCOJ 

27 Perambalur Sugar Mills lndustnc> 2.J .luh 197(1 200.'i-PI• 2rn11>-t17 (-)55-l 21 l 17 J5 (-l<•'l-17 N 1.::!:'I J::! '27) 7l) 2 1 XS ti .1'19 l'I 531 
Limit~cl (S11l»1d1an nl' 
TASCOJ ----- -------- - ----- - -- ----· 
Sector-\\ i'l' total (-)S51J.22 1. 1%.511 (-)l -l .2<17. 1:> 3.023.75 1,023.93 33.R<i 

- ····--·---- - --

IOI 

l 
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;,;~\<~{:;,;~i;:i{f.ntc~:~<1>iLJi>~J~JiY~.1:;:wj:::{{':·;il;!'.~1~:~[<9> ... :-t~>'"' " 

:¥~:i:i~~c1'11 .,~t;i;,,;.,., ,(1i,1,.:l'°:;·;i1~~~«<9>';{,::;,:ci~r'.::.-:"4(f5'\'.':~:~~'::!:~:ti6f;~ .,. '. (10) > 
CEMENT 

28. Tamil Nadu Cements Industries II 2005-06 2006-07 (-)361.85 3,741.80 (-)6. 758.02 9,797.57 83 57 0.85 16,061 7'l l,686 
Corporati.on Limited February 

1976 

Sector-wise total. (-)361.85 3,741.80 (-)6,758.02 9,797;57 . 83;57 0.85 
------

ECONOMICALLY 
WEAKER SECTION 

29. Tamil Nadu Adi Draviqar Adi Dravidar 15 2004-05 2005-06 571.75 Non-provision · 9.512.41 1,409.16 15,263.72 738.63 4.84 1,715.00 487 
Housing and Development and Tribal February for doubtful 
Corporation Limited Welfare 1974 debts for 

Rs.1.27 crore 

30. Tamil Nadu Backward Backward 16 2005-06 2006-07 42.67 Overstatement 1,227.01 258.39 4,506.69 98.85 2.19 201.63 i4 
Classes Economic Classes and November of profit by 
Development Corporation Most Backward 1981 Rs.2.88 crore 
Limited Classes Welfare 

31. Tamil Nadu Minorities Backward 31 August 2004-05 2005-06 (-)2.38 " 5.01 (-)9.68 767.34 3.47 0.45 642 57 10 
Economic Development Classes and .1999 
Corporation Limited Most Backward 

Classes Welfare 

32. Tamil Nadu Corporation Social Welfare 9 2004-05 2005-06 (-)89.05 78.42 (-)440. 11 (-)17.53 (-)78 87 3,343.90 39 
for Development of and Noon-Meal December 
Women Limited Progrnmme 1983 

33. Tamil Nadu Ex- Public (Ex- 28 2005-06 2006-07 403.82 22.91 1.835.78 1,858.69 403.82 21.73 4,793.86 10 
servicemen's Corporation service-men) January 
Limited 1986 

Sector-wise total 926.81 10,845.76 3,053.54 22,378.91 1,165.90 5.21 
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A1111exure.~ 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) 

Pl IHI.IC l>ISTIW!I TIO:\ 

34 . Tamil Nadu Fnrn.l and 21 200-1-05 20()).(Jh 3.339 JO 50.tlhJ -19 663 .72 1.33 N.A I ).912 
Ci,·il Suppl1.:s Cunsum.:r April 
Corporal 10n rrot.:.:t1on 1971 
Limited 

Sector-wise 3.339.10 50,061.-'9 663.72 1.33 
total 

TOUR IS:\ I 

35. Tamil Nadu lnfr>nna- 30 .Jun' :WU5-06 :!U(16-07 :!09 73 (l78 63 600 09 3.039 77 2:!7 85 7.50 4,285.53 603 
Tourism lion and 1971 
Development Tourism 
Corporation 
Limited 

Sector-wise 209.73 678.63 600.09 3,039.77 227.85 7.50 
total 

FINANCl:\G 

36 Tamil Nadu Small 26 2005-06 2006-07 -156 70 13.3-19.56 (- )30.2-10.68 8-1 .939 18 6.617.22 7.79 9,900.00 651 
Industrial Industries March 
Investment 19-19 
Corporation 
Limited (TllC) 

37. Tamil Nadu Trnnspon 25 2005-06 2006-07 353 97 6. 17-1 .18 6.08-1 (19 87.97lJ.:!9 6.933 20 7.88 6, 187.39 40 
Transpon Mari:h 
Development 1975 
Finance 
Corporation 
Limited 

--·- --·-
Sector-wise lllU.67 l'J.523.7-1 (-)2-'.15659 1.72.9111.-'7 13.550.-'2 7.8-' 
total 

-·--·----
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Audit Report (Commercial) for 111.e year ended 31 March 2006 

::: < 1) ./.J ~: :~:':>: ~;;u; {~> _:.:::,, ·;: ·.· :;,; ::. ;:::;;;:o 1~: <~>);;: .. : j: ;< .; < 4 >~ :: : • :; :: ;:>.~~?s>:'.;;k~ j ·\J6ti ff';;:·r;;~J?>F~,;:,rq 1:1 ~J;<s>~:~.: :~}:::·!Ji>g~;1~.1:~~':i:!&V'.iff~~!!t;l' \I~J1~rnJii1(~<\:::r::;;:,~·,< 12 >'-~?1\;:t,:,~'.:f ~•~>:ffif,-'J;<1~y:::;;.'.'Z;;1 ;c~:~ri,f~.i~~1~:<J ~~}:i~ 
li'\FRASTRllCTllRF: DEVELOPMENT 

38. Tamil Nadu Urban Finance 
and Infrastructure 
Dc\'clopmcnt Corporation 
Limited 

39. Tamil Nadu Power Finance 
and Infrastructure 
Development Corporation 
Limited 

40: Tamil Nadu Rural Housing 
and Infrastructure Develop­
ment Corporation Limited 

41: Tamil Nadu Road 
Infrastructure Development 
Corporation 

Sector-wise total· 

TRi\NSPORT. 

42. Metropolitan Transport 
' Corporation Limited 

43. Tamil Nadu State Transport 
Corporation (J'.vladurai) 
Limited 

44. Tamil Nadu State Transport 
Corporation (Coimbatore) 
Limited 

45. , Tamil Nadu State Trailsport 
Corporation (Kiunbakonam) 
Limited 

46. Tamil Nadu State Trans1?ort 
Corporation (Sail'm) Limited 

47. Tamil Nadu State Transport 
Corporation (Villupuram) 
Limited 

Municipal· 
i\dmini-
stration 

and Water 
Supply 

Energy 

.Rural 
Develop-

ment 

llighways 

Transport 

Transport 

Transport 

Transport 

Transpor:t 

Transport 

21 March 
1990 

27 June 199! 

20 January 
1999 

4March 
2005 

I. 0 December 
1971 

IO December 
1971 

17 February 
1972 

17 February 
1972 

23 January 
1973 

9 January 
1975 

2004-05 2005-06 3,917.26 

2005-06 2006-07 . 2,931.53 

2004-05 2005-06 8.00 

First accounts 

6,856.79 

2005-06 2006-07 (-)l l ,338.54 

2005-06 2006-07 (-)8,593.54 

2005-06 2006-07 (-)5,853. 96 

2005-06 2Q06-07 (-)4,369.00 

2005-06 2006-07 (- )3.283.57 

'2005-06 2006-07 (-)3.130.99 

Under 
statement 
of profit 

by 
Rs.0.90 
crore 

104 

3,200.00 

2,200.00; 

300.0l 

500.00 

6,200.01 

24.296.8 l 

18,695.96 

7.739.08 

I 0.484,04 

4.034,74 

6.610.21 

2,652.14 85.996 02 

4,959.4 l 2, 14,583.99, 

(-)54.76 17,897.46 . 

7,556.79 3,18,477.47 

(-)52,620.26 (-) 15.448.55 

(-)72,957.37 (-)19.981.88 

(-)25.966.78 (-)6.108.25 

(-)24,617. l 5 (:)l ,8~4.88. 

(-)10,859.80 (-)124.81 

(-)18,655.31 (-)1.398 54 

I 0,880.27 12.65 12,137.00 41 

20,186.91 9.41 22.245.00 20 

2,016.72 N.A N.A 

.. 33,083.90 10.39 

(-)10,361.86' 47,342.18 17,735 

(-)6.294 82 78.597.89 22.934 

(-)4,946.29 52,556. l 3 16,568 

. (-)3;271.00 66.448.61 18,010 

(-)2,731.75 39.337.46 I 0,593 

(-)2,250.47 66.727.22. 18,282 

.,· 



Annexures 

::: cq (2) {.~) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) 

I 48 State Express Transpo11 Transport 14 2005-06 2006-07 (-)2 .697 0 1 I 2.476.89 (-)43.96752 (-)14.4R8 04 (-)2.312 74 25,665 00 7. I 5R 

"' Corporation L11111tcd January 
1980 

Sector-wise tot:il (-)39.266.61 84,JJ7.7J (-)2,49.644. 19 (-)59,374.95 (-)32,168.98 

\llSCELl.ANEOl 'S 

49 Overseas Manpo\\cr L1hour 30 2004-05 2005-06 5 88 15 00 24 19 39.70 5.88 14.8 1 188.00 21 
Corporation Limited and Novcm-

employ- ber 1978 
ml!nt 

50 Tamil Nadu State Proh1hi- 23 May 2003-04 2004-05 230 71 1, 110 00 252.31 3.328.64 548 02 16.46 2 7,33,500.00 30.539 
Marketing Corporation tron and 1983 
Limited (TASMAC) Excise 

51. Poompuhar Shipprng Highways 11 April 2004-05 2005-06 (-)127 97 2,053 .00 (-)1.092 94 4.&28.91 176 0 1 3.64 47,371.69 161 
Corporation Limited 1974 

52 Pallavan Transport Transport 20 2005-06 2006-07 (-)25.55 10.00 (-)100 82 (-)56 52 (-)25.55 32.05 15 
Consultancy Services February 
Limned 1984 

53 N1lakona1 Food Park Industries I Aprrl First accounts 67.54 2 
L1m1tcd 2004 

·-··---- -
Secto r-wise tot:il 83.07 J,255.54 (-)917.26 8,140.73 704.36 8.65 

TOTAL(A) (-)31 ,336.33 1, 75, 148.38 (-)3,00,185.98 6,92,659.83 24,014.37 3.47 

8 . WORKI NG STATl lTORY CORPORAT IONS 

POW ER 

I. Tamil adu Electricit) Energy I July 2004-05 2005-06 (-)t ,17.677.00 Net deficit 51 .000.00 (-)3.58.253 .00 I 0. 76,071 .00 (-)35.021.00 I 1.32.329 00 77.647 
Board 1957 decreased 

h) 
Rs 8 66 

crorc.: 

Sector-wise tota l (- )1 , 17,677.00 51,000.00 (-)3,S8.25J.OO I 0, 76,071.00 (-)35,021.00 
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AGIUCllLTllRE 

2. Tainil Nadu 
Warehousing 
Corporation 

Sector-wise total 

TOTAL(B) 

GRA.ND TOTAL 
(A+B) 

C. NON-\VORKING 
COMPAIES 

l. 

2. 

AGRIClll.TllRE 

Tamil Nadu Agro 
Industries 
Development 

. Corporation Liinited 

Tamil Nadu Poultry 
"Development · · · 
Corporation Limited 

3. · Tamil Nadu 
Su"garcaiie Farm 
·c.orporation Limited 

4. Tamil Nadu State 
Farms Corporation 
Limited 

5. T_~;nil Nadu St<1te 
Tube wells 
Corporation Limited 

6. Tamil N•1du D•1iry 
Dcvdopmcnt · 

· Corporation Limited 

·Sector-wise total 

Food and 
Consumer 
Protection 

Agricul-
tu re 

Animal 
Hus ban-
dr)i and 
Fisheries 

Agricul-
lure 

Agricul-
lure 

Public 
Works 

Agricul-
turc 

2 May 2004-05 2005-06 
1958 

15 July 2002-03 2003-04 
1966 

12 July 2004-05 2005-06 
1973' 

22 2000-01 2001-02 
February. 

1975 

8 2005-06 2006-07 
December 

1974 

19 March 2004-05 2005-06 
1982 

4 May 1993-94 2001-02 
1972 

246.38 761.00 3,272.73 4,155.71 246.38 5.93 1,665.3.6 539 

246.38 761.00 3,27i.73 4,155.71 5,c}j 
..... 

246.38 

(-)I, 17,430.62 51,761.00 (-)3,54.980.27 I 0,80,i26. 71 (-)34,774.62 

(-)1,48,766.95 2,26,909.38 (-)6,55, 166.25 t.7,72,886.54 (-)10,760.25 

(-)743.72 600.98 (-)4.290.72 532.46 (-)373.43 3 

(-)54.09 126.68 (-)1,023.55 (-)388.06 (-)54.09 

(-)0.16 27.50 ~-)17.62 9.87 (-J?.16 
.. 

5 ---· 

(-)209.40 155.13 (-)1.946.04 (-)475.85 .. ('.)209.40 

(-)2.01 31.50 (-)220.44 60.72 (-)2.01 

(-)166.67 207.36 (-)207.48 (-)0.12 (-)166.67 12 

(-)1,176.05 1,149.15 (-)7,705.85 (-)260.98 (-)805.76 
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Annexures 

,. 

~~t1.?.;!~~~ffr}~~it~~~~1~1~)i~;?:~~:~~~~~~;~t:t·~tf.··~!;(~l;,~~;~jf~i~ :~:;:(~)}~:_·: · .:"' .;;,csji,~~;I ~i~:s,.~~~.~;,,;<iis~J:.'..(~f\6#~i:;'[{(~1iii2f w;:,~?>.: ·.tt~:;;.< :· li.'9f·::r;1:>~·: '::'.'?' < 1. •r:·,: ·'~<!'){,;.,':•" (13) ·'' .<•4>:'. .. ;,;,·:c15L.. ,·," .(t6>::;; 
, {> •"'<" ·~ r"~,J>,.,.~N ff"h <,,!"<. *'«v,. ! '1>~ •-) ''I: 

INDUSTRY 

-~ 
7. Tamil Nadu Magnesium Industries 10 February 1999- 2000-01 (-)380.52 362.00 (-) 1.550.81 140.38 (-)380.52 6 

-
' and Marine Chemicals ·~ ' 1987 2000 

Limite.d (SubsicHary of 
· TIDCO)· 

8. Tamil' Nad~ Graphites ·Industries 19 March 2005-06 2006-07 (-)0.28 10.00 (-)7.64 2.36 (-)0.28 
Limited ' · · 1997 

Sector-wise. total (-)380.80 372.00 (-)1,558.45. •142.74 (-)380.80 

E.NGINEERING 

9. Tamil Nadu Steels Industries .17 1999- 2000-01 (-)941.19 392.00 (-)7,131.27 (-)2,053. 95 (-)79.97 6 
Limited September 2000 

1981 

S!!~tl)r-wise t~tal. (-)941.19 392.00 (-)7,131.27 (-)2,053.95 (-)79.97 

FINANCING 

10. The Chit Corporation of Commer- 11 January 2003-04 2005-06 (-)3.80 5.92 (-)54.81 (-)29.71 (-)3.80 2 
Tamil Nadu Limited cial Taxes 1984 

Sci:tilr-wise total (-)3.80 5.92 (-)54.81 (-)29.71 . (-)3.80 

TRANSPOiff 

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 
Limited 

Sector-wise total 0.21 32.66 (-)132.55 (-)29.85 6.57 

MISCELLANEOUS 

12. Tamil Nadu State Sports Education 15 Novem- 1991-92 2003-04 (-)9.71 · 0.002 127.86 146.92 (-)9.71 '14 
Development ber 1984 
Corporation 'Limited 
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Vi<W'.?::<<;::~ 0 '.>:J2~, · ·· · ·· · 
13. Tamil Nadu Film 

Development 
Corporatinn Limited 

lnfonna­
tion and 
Tourism 

14. Tamil Nadu Institute or Higher 
Infonnatinn Technology ' Education· 

Sector-wise total 

TOTAL(C) 

GRANDTOTAL 
(A+B+C) 

NOTE: 

12 April 
1972 

20 
February 

1998 

2004-05 

2003-04 

2005-06 

2004-05 

5.39 

(-).U2 

(-)2,505. 95 ' 

(-)1,51,272.90 

I .3<JI .00 (-)1.222.95 1,565.58. 31.01 1.98 

5111.44 (-)5 lll.44 2 

1,901.442 (-) 1,605.53 1,712.50 21.30 1.24' . 

3,853.172 (-) 18, 188.46 (-)519.25 ' (-)1,242.46 

2,30,762.552 ·. (-)6,73,354.71 17,72,367.29 . (-)12,002.71 

, . • . . - ·. , I . 

A: Capital employed represerits net fixed assets (including capital work-in-progress) PLUS working capital except in case'of finance companies/corporations, where the capital employed 
is worked 9ut as a mean.of'.aggregate of the open.ing and closing balances of paid-up capital, free reserves, bonds. deposits and b9rrowings 'cincluding refinances). · 

l I ,' 

.. ,· 

_:1:·· 

':' 

' ~ ' : ,, 
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Amrexures 

ANNEXURE-3 

(Referred to in paragraph 1.5) 

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 2006 

SI. Name or the compan~/ 

No. Statutory corpo.-ation 

(1) (2) 

(A) WORKl'\G C'0:\11',\:\IES 

INDUSTRY 

I. 

2 

3 

Tami l Nadu Indust rial 
Development Corporauon 
Limited 

Tamil Nndu Smnl l l nduslri~s 

Corpor~1l1t1n l 111111~cJ (T/\NS I ) 

Ei'iG 1 :-; t·: rn1 v ; 

Southcm Struclur::tls l.111111~d 

ASub~idy rc<·ei\'l'd during the year 

Central 
Gowrn-

State 
Govern-

men I llll'nl 

J(a) J(h) 

.j()(J ()(I 

Othel'S Total 

J(c) J(d) 

40000 

(Figures in columns 3(a) to 7 are Rupees in lakh) 

*Guarnnltts receh•ed during the year and outstanding al the end or the 
ye.ar 

Cash credit Loans from olhl'r 
from banks sourcl's 

4(a) 

925 00 
(765 49) 

1.064 )J 
(I 060 15) 

4(b) 

109 

Letters 
of 
credit 
opened 
by 
banks 
in 
respect 
or 
import 

4(c) 

Pu~menl 

obligH· 
tion 
under 
agrl-e-
mcut 
with 
forl'ign 
consul-
tnnts 

-l(d) 

Total 

-'Cc) 

(46. 174 15 ) 

9~ 5 ()(I 

( 765 49 ) 

1.064 33 
( 1.()(,(1 15) 

Wai\'er of dues during the year Loans Loans 
on con-
which \ 'Crted 

Lonns lnttr- Penal Totul morn- into 
repay- est inter- torium equity 
mcnt wah·ed l"SI allo- during 
written WHi\'Cd wed the 
off ) 'CHI" 

5(R) ~b) 5(c) 5(d) (6) (7) 
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4. 

5. 

6. 

7. 

ELECTRONICS 

Electronics Coqioration of Tamil 
Nadu Limited · · 

TEXTILES 

Tam.ii Nadu Zari Limited 

HANDLOOM AND 
HANDICRAFTS. 

Tamil Na.du Himdicra.fts 
Development' Co.rp'cinition 
Limited 

Tamil Nadu Handloom 
Development Coqioration 
Limited · 

' .. ' 

FORES'f " . : 

8. Arasu Rubber C.orporation 

. 9. 

. Limited · · 

DRUGS AND CHEMICALS 

Tamil Nadu Medicinal Plant 
Fanns and Herbal .Medicine 
Corporation Limited 

SUGAR 

I 0. Tamil Nadu Sugar Coqioration 
Limited 

11. Perambalur Sugar Mills.Limited 

!'l,161.25 
(grants) 

)1.75 

26.49 

0.39 

210.00 
(grants.) 

1.270.00 
(grants) 

6:00 

39.80 

' 0.46 

12,431.25 
· (grants) 

18.75 

66.29 

0.85 

210.00 
(grants) 

550.00 
. (550.00) 

3,000.00 
(1,295.69) 

3,650.00 
(2,441.03) 

(!,067.14) 

858.00 
(858.00) 

110 

550.00 
(550.00) . 

3,000.00 
(2,362.83) 

4,508.00 . 
(3,299.03) 



Annexures 

(I) (2) 3(111) 3(b) 3{c) 3(d) 4(a) 4(b) 4(c) 4(d) 4(e) 5(11) 5(b) 5(c) 5(d) (6) (7) 

F.CONO'.\l ICAl.l. Y 
WEAh:ER SECTIO'.\ 

12. Tamil Nadu Adi Dra\ 1dar 4.456.6X 4..J5fi.6S .u20x2 4.520.82 
I lousing and Development \3.0 14 67) (3 .014.67) 
Corporation Limited 

13. Tamil Nadu Backward 15.73 15.73 6.815.54 6,815.54 
Classes Economic (3 .646.52) (3,646.52) 
Development Corporation 
Limited 

14. Tamil Nadu Minoritit:s 21.57 21.57 464.00 464 .00 
Economic Development 
Corporation Limited 

15. Tamil Nadu Corporation for 338.45 4,988.02 5.326.47 75.00 75.00 
Development of Women (grants) (grants) (grants) (2 .08) (2 08) 
Limited 

PUBLIC Dl~TRIBllTION 

16. Tamil Nadu Civil Suppli.:s 22, 140.00 1.20.000.00 1,42. 140.00 2000.00 2000.00 
Corporation Limited (2.000.00) (2 ,000.00) 

TOURISM 

17 Tamil Nadu Tourism 60.50 67.75 128.::?5 
Development Corporation (grants) (grants) (grants) 
Limited 

FINANCING 

18. Tamil Nadu Industrial 125.00 125 00 15.800.00 15.800.00 
· investment Corporation (20.00) (20.00) (56.007.00) (56,007.00) 
Limited (grants) (grants) 

19. Tamil Nadu Transpon (7.000.00) (7 .000.00) 
Development Finance 
Corporation Limited 

111 
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INFRASTRlfCTliRE 
DEVELOPMENT 

20. Tamil Nadu Urban.Finance 
and Infrastructure 

· Development Corporation 
. Limited 

21. Tamil Nadu Rural Housing 
and Infrastructure 
Development Corp.oration 
Limited 

TRAl':ISl'ORT 

22. Tamil Nadu State Tran~port 
Corporation (Madurai) 
Limited 

23. Tamil Nadu State Transport 
Corp~ration (Coimbatore) 
Limited 

24. Tamil Nadu State Transport 
Corporation (Kumbakonam) · 
Limited · 

25. Tainil Nadu State Transport 
Corporation (Yillupuram) 
Limited 

26. State Express Transport 
Corj)oration Limited 

TOTAL(A) 

5,145.37 

32,181.68 
11,770.20 
(grants) 

4.7<.il.99 

3,657.23 
(grants) 

4,784.87 

4,778:33 

1,34,563.75 
10,003.00· 
(grants) 

9.937.36 

3,657.23 
(grants) 

4,784.87 

4.77~ 33. 

1,,66, 745.43 
21,773.20 
(grants) 

. (75.00) 

(350.00). 

11,189.33 
(8,537.36) 

(19,328.11) 

28,533.36 
(l,37,097.67) 
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(19,328.11) 

(75.00) 

(350.00) : 

39,722.69 
( 1,45,635.03) 



(I) 

( 13) 

~7 

A 

* 

Annexurt!!> 

(2) 3(.l) 3(b) 3(c) 3(d) 4(a) 4(b) 4(c) 4(d) 4(e) 5(a) S(b) 5(c) 5(d) (6) (7) 

T .\TI !TORY 
CORPORATIO~S 

Tamil Nadu Elcctncity Board 

TOTAL (B) 

GRAN~ TOTAL (A+B) 

I .17.9.Jll 00 I . I 7.9-19.00 
547 00 547 00 
(grams) (grants) 

l,17,9.J9.00 l,17,'l.J9.00 
5.J7.00 547.00 

(grants) (grants) 

32, 181.68 2.52,512. 75 2,8.J,69.J.43 
11. 770.20 I 0,550.00 22,320.20 
(grants) (grants) (grnnts) 

11,189.33 
(8,537.36) 

(3 .0.J .9 I 7 00) 

(3,0.J,917.00) 

28,533.36 
(.J,42,014.67) 

ubsidy includes subsidy receivablC> 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 2005-06 (Serial numbers A-1. 2. 5. 6. 8 to 11. 
companies/corporations. 
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(3 .0.J .917 00 ) 

(3,0.J,917.00) 

39,722.69 
( 4,50,552.03) 

13 , 17 to 19. 22 to 26) the fi gures arc provisional and as given by the 
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ANNEXURE-4 

(Referred to in paragraph 1.7) 

Statement showing financial position of Statutory corporations 

Particulars 2003-0-1 

1.TA!\llL N,.\DU ELECTRICITY Board 

2004-05 

(Rupees in crorc) 

2005-06 
(Provisional) 

l
-_:\~---L~--B-I_ l_.l __ l-.I-E-S--------------+l-------,1-----·-----------1 

1j;,~~t;~e~0~~-------------------------L -125j)(1 __ j_=~~10.ili~~:-~1~---~~s~~~~-~_J 
i Loans rrom (it)\'el'ilnKnt I j_' __ --_-____ J 

Other long-term loans (including bonds) 9.104.85 9.330.92 I lJ.583.6(1 ! 
[ Rcsen·es and surplus ! 1,347.82 1.370.48 -~~~.33 J 
1- Others r sul~~i~-h--l------------------+--2-. 7-5-5-.2-7--f--3-.-, 4-(-1.-I ,-'.l--
1 ' ~ . 3.5(J9.34 

r CL~1~e1~t 1iat~li~~s ~j~-rn-,-is--i--D-n_s_· -------------t--5-.8-.7-4-.(-)(J ___ --7-.2-()(~8_,----. --- 8_;,-84.2(1 ___ _ 
f-----------------------------'-------- ---·--- ------- - --

TOTAL (A) I 19,506.<J-I 21,56-1.-12 23,781.59 I 
!--------------------------·--'-· ----------------------

B. ASSETS 

(iross lixed assets 16.535.08 17,746.27 
-------·-·-------------------+------!---·--- ------ ---

I LJ:SS: Depreciation 6.291.60 7.3 71.44 8.525.83 I 
"'! -0i-·e-t -,i-xc-.L-1 -as-·s-e-ts-------------------+--1-0-.2--1-3_.4_8_' ____,i_ -,-0-.:'-, 7-4-.-8:'-, -1 10. 716.8 I i 

Capital "orks-in-progn.:ss 
~----! 

I 2.702.26 2.7(18.52 I 2.728.22 i 

i----i\=s_.-sc=·ts=· -1_1o~t-i-~1_-_L_1_s_c_·~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~-c_1-._3~1~~~~~-~~~~1-.·.-8'_) ___ --_[__ _ 2.m=J 

3.2-1 1.24 ~ Dei'crred cost 9.81 

Current assets 4.136.12 4.824.19 5.29-1.28 I 
1-ln-,-e-st-n-1e-·11-ts-.-------------------+---9-.2-0---t---9-.2-2--1 82.87 --ij 

_y_·u_b_si_dy_ rc_·c_·e_i '_·a_b_lc_· _rr_o_m_t_h_c_G_o_'_'e_r_111_11_c_nt _________ i---------------=----- ____ 1 8.3_-I __ _ 

Dclicits 2.405.76 

TOTAL (B) 19,506.9-1 21,564.-12 23, 781.59 

3.582.53 --- 4.937.~-I 

C. C:\l'ITAL Ei\IPLOYED• 11,207.86 10,760.71 10,055.05 

... 

• 

It represents J,1a11 converted into equity capital and are subject to adjust111c11t ag:1inst subsidy r..:cei,·ahle 
l'n1111 ( i(l\ ern111ent. 

Capital employed represents net lixcd assets (including ,~·orks-in-progress) Pl.lJS mirking capital. 
While m1rki11g out \\'orking capital. the clement or Je!crrcd cost and investments arc excluded l'rom 
current assets. 

U4 



A1111exures 

(Rupees in crore) 

2.TAMIL NAOU WAREllOUSINC CORPORATION 

Particulars 2003-04 2004-05 2005-06 
(Provisional) 

I 
.\ . 1.1.\1311.lTIES 

: - . 

: Paid-up capital 7.61 7.61 7.61 
I 
1 Rcscrws and surplus 31.27 32.72 35.45 

! Suhsid) 0. 19 0. 18 0.19 

Trade dues and current li abi lities (including provision) 7.43 7.81 9.09 

Deferred tax liabilities --- 0.54 ---
Insurance l'uml --- 0.50 ---

I 

TOTAL 46.50 49.36 52.34 

B. ASSETS 
- - -

Gross block 40.02 40.41 41.08 

LESS: Depreciation 12.0 1 13.04 14.09 

'ct lixcd assets 28 .01 27.37 26.99 

Capital works-in-progress --- --- ---
-- --- ·- - ·--- -

Current assets. loans and ad,·anccs 18.49 21.99 25 .35 

I TOTAL 46.50 49.36 52.34 

c. CAPITAL El\1PLOYEO• 39.07 41.55 43.25 

Capital employed represents net fixed assets PLUS working capital 
115 
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. ANNEXURE-5 

{Referred to in-paragraph 1.7) 

St~_tement_ showing working results of Statutory _corporations · 

1. TAMIL NADU ELECTRICITY BOARD 

I. 

2. -

3. 

4. 

5. 

6. 

(a) · R~venue receipts 

(b) Subsidy/subvention from Government -

TOTAL 

·Revenue expenditure (net of expenses capitalised) 
including write· off or intangible assets but exc_luding 

·depreciation and interest 

Gross surplus(+) I deficit(-) for the year ( 1-2) 

Adjustments relating to previous years 

Final gross surplus(+) /.deficit(-) for the year (3+4) 

(a) Depreciation (LESS: Capitalised) 

( b) lnte1:est on Government loans 

(c) Interest on others, bonds, advance, etc., and 
Ii nance cI1argcs 

(d) Total interest on loans and finance charges (b) + 
(c) 

(c) LESS: Interest capitalized 

( t) Net i1~tcrcst charged to revenue ( d) - ( e) 

(g) Total appropriations (a)+ (I) 

7. . Surplus(+) I deficit(-) before accounting for subsidy · -
li·om State Government {(5)-6 (g)- I (b)) 

8. Net surplus(+)/ deficit(-) {(5)--6(g)) 

9. Total return on capital employed" 

10. Percentage of return on capital employed 

(Rupees in crore) 
; ·:-:.< 

.· . 2005~06'.'.- .''. 

· crrovisio~iliy •. 

13.159.38 I 
1.179.49 l 

I 11,508.21 11.779.15 

!- 250.00 . 924.50 

14;338.87 I 
I 11, 758.21- - 12, 703.65 

11.421.15 11-,983.16 13.225.68 

337.06 720.49 1.113.19 

287.57 14.56 (-)4 71.33 

624.63 735.05 641.86 

969.97 1.085.25 1.177.35 

--- --- ---
981.02 1,057.29 1.017.55 

981.02 1.057-29 1,017.55 . 
216.23 230.72 197.83 

764.79 826.57 819.72 

1,734.76 1.911.82 1.997.07 

(-)1,360.13 (-)2,101.27 (-)2.534.70 

( -) 1.110. 13 (-)1,176.77 (-) 1.355.21 

(-)345.34 (-)350.20 (-)535.49 

--- --- ---

Total return on capital Gmployed represents net surplus/deficit PLUS total interest charged to Profit and 
Loss ac.count (LESS interest capitalised). . -
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A1111ex11res 

(Ru pees in crnre) 

2.TAl\11L NADU WAREHOUSING CORPORATION 

Particula1·s 2003-04 2004-05 2005-06 
(Provisional) 

I. Income 
---

(a) Warehou~ing charges 11 .72 11.73 l-l .8l) 

(b) Other income 1.37 1.71 1.73 
- -- I 

TOTAL 13.09 I 13.-1-1 16.62 

I 2. Expenses 
I 

htahl ishrncm charges ~ 7.41 7. 17 8.08 

lb) ()tiler c:-.renses -1.-10 -1 .52 5.07 
I - - -- ---- ------- -- - -

I TOTAL 11.81 11.69 13.15 
I 

I 3. l'rolit ( + ) I l.oss (-) belorc tax 1.28 1.75 3.47 

! -1 . Other approrriations/adjustmcn ts . (-)0. 1 () ( .f )0.7 1 ( 1 j().(J6 

5. ,\mount m ai lablc for di,·idenJ 1.18 2.-16 3.53 
~ - ---
(i. l>i' iJcnJ for the ~car (c:-.cluding di,·idend tax) 0.3 1 0.3-1 0 .3 -1 

-lE ,.,,,,,, "'"'" "" ""'"' '"'"'"''" 1.18 2.-16 3.53 
~-

3.02 5.92 8. 16 8. Percentage of return on capital employed 
--
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ANNEXURE-6 

(Referred to in paragraph 1.12) 

Statement showing operational performance of Statutory corporations 

1. TAMIL NADU ELECTRICITY BOA~D 

.. 
·~ "70,94-os· 'V'zoos:~o~~;: 
.. ''. ""~ 

· · {'.P.ro\;isiona.l)'c.' 
',·'"· •.< 

i 1. I Installed capacity (MW) 

2,970 2.970 I (a) I Thermal 
' ' 

2.970 

i (b) Hydel 1,996 1.988 2,137 

(c) Gas 424 424 424 

(d) Other 19 19 19. 

TOTAL 5,409 5,401 5,550 

2. Normal maximum demand 7.253 7,473 8,209 

Percentage increase/decrease (-) over previous year 4.25 3.03 9.85 

3. Power generated (MKWH) 

(a) Thermal 20,431 20.004 18,795 

(b) Hyde! 2,067 4,426 6,141 

(c) Gas 1,592 2,003 1,964 

(d) Other 
.. 

24 18 15 

l TOTAL 24,114 26,451 26,915 

Percentage increase/decrease (-) over previous year (-)3.27 9.69 1.75 

LESS: Auxiliary consumption 

(a) Thermal 1,736 1,735 1,640 

(Percentage) 8.50 8.67 8.72 

(b) Hyde! 484 251 583 

(Percentage) 23.42 5.67 9.49 

(c) Gas 86 115 123 

(Percentage) 5.40 5.74 6.26 .. 

' i TOTAL 2,306 2,101 2,346 

(Percentage) 9.56 7.94 8.72 

5. Net power generated 21,808 24,350 24,569 

6. Power purchased · 

(a) Within the State 

(i) Government 8,391 8,606 8,492 

(ii) Private 5,997 4,825 9,130 

(b) Other States --- --- 1,303 
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A1111exures 

I. Particulars 2003-04 2004-05 2005-06 
No r V'ro1·ision:il) 

(e) Central grit.I 10,996 12..:\63 10.886 

7. Total power available for sale 47,192 50,244 54,380 

8. l'o\l'cr solJ 

(a) Within the State 38.374 -W,848 43.582 

i (b) OutsiJc thc Stale 323 352 1.0 10 

8.495 I 

' 
I 9. Transmi~sinn anJ Jistributiun loss1.:s 9 .0-1-1 I 9.788 ! 
i--+----

1 urn 25.00 3-1.39 
.. -- - -

78.53 77.00 72.2-1 

18.0 18.0 18.0 

; (I<'.'; rl : ::~~""'"" il'm:u,gc~ -
, (bl lhcnnal 

11 . , l'crccn1:1gL' 111'trans111ission anJ Jistnhuuon losses lo total 

------

- .. 

1 0.6-1 0.6-1 0.6-1 
1- - - j 

17 .03 17 .. '7 I 17.68 I 
.. - 1 

1.0-1-1 1.082 , I. I IO J 
-· -- ~------ -

pu11cr .11 :1ilahk lill' sale 

I::! :-.. umhcr ur Ii I l.1gcs• lOl\'TlS clcelri lieJ (in lah.h) 

13. I :\umher o!'pump scts 11clls cncrgiscJ (in lah.h) 
~ -- ~ - -- --------------

1-1. :'\u111hcr ur sub-stations 
r--- -- -- ---------- ----------!-

15. I r;111,mis,inn anJ Distribution lines (in lakh Kf\ls) 
-

' (a) I ligh mcJiu111 1 oltagc 1.-1-1 1.29 1.30 
----------------------1-------l-----

(b) 1,1111 ultagc -l. 68 -1 .77 -1.87 

29.-10-1 31.981 33.701 I I 6. CunncctcJ loaJ (in [\I \\I) 
1--- -- --------------------------+-------- --
1 17 Number or consu111crs (in lakh) 

18. Number or cmplo) ces (in lah.h) 

I 1), Con,lll11L'I' c111plo) ecs r:.nio (:\o. or consumers per cm pill) cc) 

20. I otal C\l1L'11Jiturc 011 staff Juring the )t:ar ( Rupccs in crnrc) 
r· --

2 I. 

- . 
..,.., 
-- · -- -
(a) -

i'en;c11l:1gc OI° C\pcnJilun.: 011 Slaff lll lolal f'CI cnue 
c\1~cnJi1ure 

- - - ----
l 'nits snlJ 

- - -
.\ griculturc 

- -
l'crccntagt.: \h,1rc lo lot.ti units solJ 

lnJu ,1rial 

-
0.8-1 

- -

198.22 
----- -

I .(>3·L26 
-

12.-12 

·-

9.588 

2-1.78 

13.-197 

171.30 

0.80 
----
21-1.13 

1.668.82 
------
12.02 

Pl i-:w11 l 
lJ.76_-1 _ j 
- - __ :,_, 

23. 70 

15.3-1') 
-- - - --------------------->-------- --
l'crccntagc share to total units snld 3-1.88 37.25 

178.03 

0.77 
- - -
23 1.21 
- -

l.'JOl .07 

-~ 

- ---
12.52 

.,,~,- 11 

21 .99 l 
I (>.3 12 

, (i.58 -1 
- ,____ 

(c) Clllnmcrcial 3.-198 3.79-1 3.967 
1---t----- --------------------+------!-- ----

l'cn:cntagc share to total units solJ 9.0-1 9.21 8.89 
---- - 1.-

(d) Do111cstic 9.89-1 9.857 11.23(1 
-----------------------1------1--- --

25.57 23. 1)2 f _ 25 .20 
-

2.221 2.-13(> L!73 
-- - - -- - -

5.73 5.'12 

I 
7._'-1 

-
38,697 -11,200 -1-1,592 

l'crccntagc ,hare to tntal units ~•>IJ 

. ~c ; ! 0~1cr' 
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·SC 
. ;~ 

(Paise per KWH) 

(a) Revenue (excluding subsidy from Government) 297 286 307 

~ Expenditure"' 315 337 336 

(-) 18 (-)5 I (-)29 . i (c) Prolit (+)I Loss.(-) 
l-'--1--~~~~~~~~~~~~~~~~~~~~~-~~~~~~-l--~~~~-+~~~~--4 

! ( d) A veragc subsidy claimed froin Government 06 22 - 27 

(e) Average interest charges 29 29 25 

2. TAMIL NADU WARE HOUSING CORPORATION 

Number of stations covered 65 65 63 

Storage capacity created up to the end of the year{tonne in 
lakh) -

6.00 6.00 6.00 .-(a) Owned 

(b) Hired 0.36 0.36 0.36 

TOTAL 6.36 6;36 6.36 

Average capacity utilised during the year (lakh metric 3.69 3.52 4.27 
tonnes) · 

-Percentage of utilization 58 55 67 

Average revenue per metric tonne per year (Rupees)_- 354.72 381.88 389.22 

Average expenses per metric tonne per yem' (Rupees) 320.23- 334.68 307.96 

"' Revenue expenditure includes depreciation but excludes interest on long-term loans. 
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ANNEXURE-7 

(Referred to in paragraph 1.28) 

Major recommendations/comments made by the Statutory Auditors on possible 
improvements in internal audit/internal control systems of Government companies 

Nature of recommendations/comments Number of companies where Reference to Serial 
recommendations/ Number in Annexure-2 

comments 

Internal audit system to be imprO\ed 5 A-7. I4.29.49and5 1 

Lack or detai ls on fi xed assets 3 A-12. 16. and 26 

J\hscncc or S) stem to monitor ti me!) 3 A- I 4. 26 and 28. 
rCCll\ l:r) or dues and non-obtai ni ng or 
conlirmation or balances 

Absence of system to identify obsolete I A-1 6 
stores 

Lack of interna l control system I A-1 2 

on-inc lusion of specific areas or 3 A-2 1, 28 and 36 
attention in Interna l Audit Reports 

J,ack or follow-up on internal audit 2 J\-5 and 16 
suggestions 

Lack or norms for rejections in 2 A-I 6 and 24 
production/storage losses 

Need to impro\·e utili sation or computers 2 A-2-l and 28 

t\lanpower in excess of norms I J\-27 
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Audit Rei}()rt (Co111111erci11/) for the year ended 31 M11rcl1 2006 

ANNEXURE-8 

(Referred to in paragraph 1.31) 

Statement showing paid-up capital, investment and su.mmarised working results of 619-B cornpanie.s as per their latest finalised 
accounts 

(Figures in columns 5 to 17 arc Rupees in lakh) 

s1: Name of. 
: No.·· , .. co1~1pa11~: 

L'i.1> . 
I. 

2. 

3. 

Tamil Nadu 
Tckcommuni- · 
cations l.imill·d 

TiJcl Park 
l.imiteJ 

Tamil Nadu 
Newsprints and 
1';1pers Limited 

·Status :, . Year or .. 
account·, 

.. 
'. 

i· .. 

'(3)'' .. (4). 

Wmking 2005-06 

Working 2005-0(i 

w.orking 2005-06 

' 
' Paid-up ':· 

rnpital 

State·. 
,. 

•. 
.,.::_; Govt . 

.. ). 

'(:i) ·(6i 

2,266.0l 

4.400.00 

o.937.78 2.444.49 
(352%) 

(:[q~ity by' 
.. . .- ·'· .. .. .. ·.· ·.: .. :• ,. ';,"-'- Lo:ms/gmnts .bYJ .· .:< ... · .. •' ~ .. .... .. ':' · . ·-·:': > ~ -1 • " 

State Cent ml Others. ·~;·· ·State. State' · Cen- .: 
Go\'t,•· Go\'t and ,; . G°'•i., 

: 
Govt.· .tml . -

it~ 
--.· :,;· 

. GO\'~:."> com- , ,•, .... com- ·com~.·'~· 

·panics.: ... p:inies ., ' panics 

(7) •/ ·.(8) ... (9) . ·~ . :(10)< :CllV ni(·, 
668.40 695.10 902.51 668.40 (195.10 246.85 (-)3.475.27 

(29.5%) (30.7%) (39 8%1) 

1,275.00' 3.125.00 1,275.00 3.117.98 7,226.50 
(29%) (7 l 'X1) 

236.02 4.257.27 2,444.49 236.02 8,054.57 27,215.92 
(34%) (61..J'Yu) 
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A 1111ex11 res 

ANNEXURE-9 

(Referred to in Paragraph 2.12) 

Details of extra expenditure due to non-adherence to budgeted proportion of pulp 

Details Budget Actual Difference Excess Rate Extra 
consumption (Rupees expenditure 
( H ) (Col.4 X per IT) (Rupees in 
Production) lakh) 

l 2 3 4 5 6 7 

I Ncws print-2001 -02 Production :33,809 '.\ IT I 

H\VP 0.090 0. 164 0.074 2.501.87 1 1.690 292.47 
I 

i 
-j 

CBP 0.270 0.2 10 (-)0.060 (-) 2.028.54 9.187 (-) 186.36 

113P 0.360 0.322 (-)0.038 (-) 1.284.74 10.0 17 (-} 128.69 

Imported Pulp 0. 180 0.205 0.025 845.22 23 .0 12 194.50 

TOTAL 171.92 

Newsprint-2002-03 Production :20,359 

HWP 0.090 0.2 17 0.127 2.585 .59 10.715 277.04 

CRP 0.269 0. 188 (-} 0.081 (-) 1.649.08 8.98 1 (-) 148. 10 

MBP 0.358 0.326 (-)0.032 (-)651.49 8.294 (-) 54.03 

Imported Pulp 0. 179 0. 173 (-) 0.006 (-) 122. 15 20.345 (-) 24.85 
- .. 

TOTAL 50.06 

Newsprint-2003-04 Production : 11 ,586 

l lWP 0.1 79 0. 167 (-) 0.0 12 (-) 139.03 11.783 (-) 16.38 
- --- -

CBP 0.269 0.180 (-) 0.089 (-) 1.03 I. 15 10. 195 (-) 105. 12 

MBP 0.3 13 0.22 1 (-) 0.092 (-) 1.065.9 1 8.586 (-) 9 1.52 

Imported Pu lp 0. 134 0.292 0. 158 1,830.59 19,887 364.05 

TOTAL 151.03 

Newsprint-2004-05 Production :7,693 

HWP 0.224 0. 123 (-} 0. 10 1 (-) 776.99 13.963 (-) I 08.49 

CBP 0.224 0.256 0.032 246.17 12.83 1 3 1.59 

MBP 0.269 0. 11 6 (-) 0. 153 (-) 1,177.03 11.700 (-) 137. 71 

Imported Pulp 0. 179 0.386 0.207 1,592.45 2 1.749 346.34 

TOTAL 13 I. 73 

Total extra expenditure on Newsprint production 504.74 

... 
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Aiu/it Report (Commercial)for the year ended 3 I March 2006 

.. " . >~:'.''.~<\'ct~Wt. , :: Diff erer;~·e: ;: 
'~ > < ; \ n - ' ' .Extra·~~i1c~dit~1:e · Details Budget ~'Exce.ss, .-: · Rate (Rupees·.: 

"!;"'~ ' •, '<, > :,. 'cOI!SUmptio . , MT) .. ''. ·(Rupees in fakh) 
•. .. 

·~~?"~··· • .~L. ;!0~ ~p',(~1T) ·.> 
:~ ' •., : >~ ·,,<• '; ,'u~ <' 

" 
... - .' " c .. ,, . :·-··· 

~n~· 

' n x~", ~:' 

/(Col.4 X.~ .... ,. ".· ' '· ' .. 
' ·~ ... -·~ '}' .. 
... . { •:'·:::>. ·. ~ :"Pi·oduction) _ ··"'' . ·, ·, . . . . . .. 

·. ,, :·-:,.; ' --~:::(::~' .. H;, . :s -~C\ ··' ·. 
:·:7·_:. ".,c::·~: .l .2.:,; . ./~:·.; ,,,· ' 

. ;;. . '. ;.:;: . -.... ,.· .. 
. ~-- . ·· .. _.:. ,.:.> .. 

' Production : 1,50,670 
.. 

Printing and Writing Paper-2001-02 

HWP 0.155 0.155 -- -- l l,q90 --.. ... 

CBP 0.674 0.664 (-)0.010 (-) 1,506. 70 . 9,187 H 138.42 
-

·Imported 0.057. O.D78 0.02I - ~,I64.07 .. 23,326 
., 

738.05 
Pulp 

TOTAL . 599.63 

Prii1ting:and Writing Paper-2002-03 ·, Production :1;46,160 

HWP . O.I99 0.197 (-) 0.002 (-) 292.28 I0715 -3 L32; 

CBP 0.668 0.629 (-)0.039 (-) 5,700.24 8.981 .. (-) 5.11.94 

Imported 0.022 0.073 0.051 7,456.16 - 22,692 1,691.50 
_Pulp 

TOTAL 1,148;24 

.Printing and Writing Paper-2003-04 ' Production :1,73,818. .. 
.. 

J·IWP 6'.I74 0.195 -- 0.021 3.650:18 11,783 430.10 

.CBP 0.645 .. .. 0.618 . (_.-) Q.027 . (-) 4,_693.09 10,I95 (-) 478.46 .. 
.. ·-

1 mported O.D71. . 0.095 0.024 4,I7-1.63 24,614 1.026.80 
Pulp -

.. TOTAL 
.. 

978.44 

Printing and Writing Paper-2004-05 Production : 1,88,898 
-

·HWP 0.206 0:198· (-) 0.008 (-) 1,5 11.18 13.960 (-) 210.96 

CBP 0.609 0.5I9. (-) 0.090 (-)17,000.82 I2,83 I ( -) 2, 181.3 7 

Imported 0.074 0.181 0.107 20.212.08 25,290 5.111.63 
Pulp -

- TOTAL 2,719.30 l 
Printing aiid Writing P.aper-2005-06 Production :2,23,070 

HWP 0.182 0.186 0.004 892.28 15,538 138.64 

CBP Q.5)3 0.569 -0.016 3,569.10 12,667 452.10 

Imported 0.090 0.081 (-)0.009 (-) 2,007.62 . 25,966 (-) 521.30 
.. 

Pulp 

BSSP 0.061 0.061 0.000 --- 27,720 ---
TOTAL 69.44 

Total extra expenditure on. Printing and Writing Paper production 5,515.05 

Overall extra expenditure 6,019.79 
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Paper Produ ction 

Chemical 

Alum (PM- I ) 

I ,\ I um (Pf\ 1-1 1) 
' ,_ -

i I· ilkr matt:rial (I'M-I) 
r- -- -

Filler material 
( l' ivl-11) 

Rusin (PM-I) 
-- ----

Rosi n (l'M-11) 

l'ulp Production 

r·-C hemi cal 

Tl\/\ (llWP) 

!":\/\ ( CBl'-1) 

I 1\.1\ (CHl'-11 ) 
- ---

Causti..: l)e (I IWl'J 

Caustic i)C (CBl'-IJ 

Caustic lye 
( CBl'-11) 

Chlorine (I IWP) 

Chlorine (CIJP-1) 
I- - ---

Chlorine (CBl'-11) 

11) drogcn Peroxide 
( t'llP-1 l 

I l)drogen Peroxide 
(CBl'-llJ -
Sodium sulphate 
(\llW) 

r- - --
Caustic soda I) c 
(M131' ) 

11 ) drogcn l'cro:\idc 
(blc.:a..:hing) 

ANNEXURE-10 

(Referred to in Paragraph 2.13) 

Details of consumption of chemicals in excess of norms 

2001 -02 2002-03 2003-04 2004-05 

Norm E~cess Norm Excess Norm Excess Norm Excess 

30 7 30 6 37 I 40 ---
30 7 30 I 6 30 8 40 

' 
---

I 
I I 

80 79 --- I --- 59 17 75 15 

74 5 76 --- 82 --- 80 ---

II 2 II 2 12 4 12 ---

A 1111exures 

( Kgs. per J\IT) 

2005-06 

Norm Excess 

28 II 

i 
25 15 

60 ---

77 ---

12 ---
--------

10 4 10 5 10 6 12 --- 12 ---

( Kgs. per l\ IT) 

2001 -02 2002-03 2003-04 2004-05 2005-06 

Norm Excess Norm Excess Norm Excess Norm Excess Norm Excess 

352 15 360 37 390 16 407 8 400 7 

250 15 250 12 265 . --- 245 --- 240 ---
- --- ·----r- - - - t-

250 12 2-0 11 265 --- 248 --- 240 ---

19 4 34 --- 33 7 38 --- 33 5 

18 2 17 3 19 3 2 1 I 2 1 I 

18 2 17 3 19 4 21 2 21 ---

69 3 65 5 69 I 69 2 70 ---
" ? 2 30 4 32 2 

,.,,., 
4 34 ---.)_ .).) 

- - --- - -
32 --- 30 3 'I .) _ 2 33 2 34 ---

6 --- 6 I 6 --- 6 I 7 I 

6 --- 6 I 6 --- 6 I 7 ---

-
45 --- 44 5 45 9 54 20 36 36 

44 3 44 --- 44 --- 45 --- 41 3 

45 17 45 --- 42 --- 43 9 
,, 
.).) 25 
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Audit Report (Commercial) for. tile year ended 3 I Marcil 2006 

ANNEXURE-11 

(I~efcrred to in Paragraph 2.24) 

Details of shortfall in steam generation and consequent loss of power generation 

:,::)'~6). ::;~~-:,',,." < 

Boiler-I 54 42 12 6,296 75,552 

Boiler-JI 54 40 14 7,017 98,238 

Boiler-III 2001-02 54 43 11 . 4,445 48,895 

Boiler-IV 59 54 5 7,286 36,430 

Boiler-V 89 79 10 8,004 80,040 

Boiler-I 54 48 6 6,529 39,174 

Boiler-II 54 48 6 6,164 36,984 

Boiler-Ill 2002-03 54 49 5 6,258 31",290 

Boiler-IV 59 57 2 7,601 15,202 

Boiler-V 89 87 2 7,885 15,770 

·~ 

3.26 10,40,35,276 

3.29 4,20,72,948 

>--------+------__,,__ _____ _,_~----->--------+-------+--------+----~---+-~---~-~ 

Boiler-I 54 46 8 6)81 51,048 

Boiler-JI 54 46 8 6.492 51,936 

Boiler-III 2003-04 54 46 8 7,606 . 60,848 3.17 5,87,55;205 

Boiler-IV 59 57 2 7,194 14,388 

Boilcr-V 89 88 8,034 8.034 
~-----~-----__,>--------~-----~>--------+-------~-----~------'---'--------------
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. 
Boi ler Year 

Boi ll'r- 1 

Boiler- I I 

I Boiler-I II 2004-05 

Boi lcr-1 V 

Boi ler-V 

Boi lcr- 1 

Boi le r- 11 
2005-0(i 

Boi kr-111 

I Boiler- IV 
I 

TOTAL 

t 

Steam generation (In MT per hour) 

Budget 

5-1 

54 

54 
- - - -

59 

89 

5-1 

5-1 
-- ----~ 

• I 

5-1 

59 

-

-

Actual Shortfall 

-1 5 9 

45 l) 

45 I 9 

56 i 3 

88 I I I 

46 I 8 

.n 12 
' 
I 

4(> ! 8 

57 I 2 

I 

12 7 

A 1111exu res 

Number of hortfall in Steam required Loss of power 
hours worked steam per unit of generation (In 

generation (In power, units) 
l\1T) (5)X(6) generation (In (7) x 1,000/(8) 

Kg.) 

5.079 -15.7 11 

(i. 11 8 55]62 

5.597 50.373 3. 15 5. 79.98. 730 

7.8-13 23.529 

lUJ2 1 8.02 1 

8.193 65.5-1-1 

5.22(1 62.7 12 
·- 3.2 1 6.4 1.40.8 10 

7.722 (1 I.776 

7.930 15.860 

10,52,.H7 32, 70,02 ,969 
-
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Audit Report (Commercill/) for the yellr ended 31 March 2006 
' ' ' 

. ' ;; 

ANNEXURE-12 

(Referred to in Paragraph 2.25) 

Details of excess steam consumption in paper making process 

PM l PWP 

NP-PM ll 

PWPPM-11 

HWPMP 
steam 

LP Steam 

LP Steam 

CBP-1 MP 
steam 

LP steam 

CBP-llMP 
steam 

LP steam 

MBP 

95992 2.00 

36381 1.80 

74698 1.80 

32684 1.20 

32684' 0.12 

28937 0.35 

137341 . 1.70 

51861 0.35 

150133 .1.60 

56654 0.50 

10896 0.35 

Soda Rcco\'cry Plant 

MP sleam 2.50 

.LP Steam 42917 8.25 

TOTAL 

1.94 

1.86 

I.SI 

1.25 

0.19 

0.47 

1.83 

0.44 

1.58 

0.83 

0.46 

2.64 

8.34. 

87478 1.95 1.88 

22557 1.85 1.87 

79589 1.80 1.71 

37876 1.20 1.29 

2287.88 37876 0.20 0.00 

34 72.44 33533 0.40 0.47 

128310 1.70 1.78 

4667.49 48351 0.3:S 0.45 

• 129807 1.60 1.58 

18695.82 '48984 0.60 0.72 

1198.56 6588 0.40 0.46 

42357 2.50 2.59 

42357 . 8.50 8.40 

30322.19 

. :''. .. ,..';. >:: .<'. 2004-05 
·• ' ' 

96773 1.70 2.04 32902.82 107474 1.80 2.09 

12244 1.60 1.72 8052. 1.60 1.74 

103901 . 1.60 1.64 104493 1.60 1.64 

40656 1.30 1.28 43330 1.30 1.32 . 

40656 0.00 0.00 43330 0.00 '0.00 

2347.31 358852 ·0.45 0.49 38263 0.50 0.35 

120554 1.80 1.68 107963 1.70 1.76 

4835.10 ·45492 0.40 0.47 3184.44 40311 0.50 . 0.32 

171688 1.80 1.75 158946 1.70 1.80 

5878.08 64788 . 0.60 0.63 59344 0.60 0.61 

395.28 2560 0.45 0.62 435.20 920. 0.60 0.39 

45633 2.40 2.78 17340.54 44220 2.60 2.57 

456,33 8.30 8.57 44220 8.50 8.41 

IH55.77 53863.00 

31167.46 121469 2.20 2.13 

5870 1.59 1.74 

127625 1.56 1.61 

46568 1.20 . '1.50 13970.40 

'0.23 0.36 . 5447.91 

63946 1.54 1.77 14707.58 

58835 0.21 · 0.34 7648.55 

' 76574 ' ,1:42' 1.73 23737.94 

70420 0.23 0.57 23942.80 

2.50 2.23 

8.50 8.43 

. 31167A6 89455.18 

P:Paper production (Jn MT) B: Budget (consumption of steam in MT per tonne of production) A: Actual consumption of steam E: Excess consumption of steam (In MT) 
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ANNEXURE-13 

(Referred to in Paragraph 2.26) 

Details of excess power consumption in paper making process 

PM l 95992 590 617 
PWP 

NP-PM II 

PWPPM 
, II 

HWP 

CBP-l 

36381 590 656 240 I 146 

74698 585· 640 

2893 7 39:S 395 

51865 350 357 

87478 620 628 

22557 650 720 

79589 635 645 

33533 390 413 

48351 350 376 

CBP-11 56654 400 453 '3002662 48984 425 463 

.Refiner 

Others 

Soda 
Recovery 
Pla'.lt 

Hypo 

Kiln 

27312 1261 1306 

10896 400 514 1242144 

42917 460 482 

3421 150 150 

20 44045 308315 27 

15653 1300 1253 

6588 400 490 

42357 460 507 

3535 145 155 

46317 20 57 

96773 660 636 

1578990 12444 725 688 

103901 650 '605 

35852 395 426 

45492 360 351 

64788 450 436 

6416 1300 1174 

592920 2560 450 481 

1990779 45633 500 484 

3939 150 152 

1713729 50205 70 70 

653 WTP 20541 240 273 677853 19348 463 986748 18001 535 2124118 514 

107474 620 576 

8052 675 686 

I 04493 600 63 7 

38263 395 409 . 

40311 350 363 

59344 430 457 

2321 1200 I 192 

920 ~00 615 

44000 480 477 

4211 150 150 

48515 70 54 

20748 662 580 

121469 

5870 

127625 

41907 

58835 

70420 

105800 1041 

52454 

550 

606 

580 

344 

315 

398 

358 

450 "' . 

150 

55 

596 

583 

.694 

616 

386 

363 

426 

413 

A1111exu,res 

516560 

1760094 

2824080 

'57255 

47~. 

150 

547 
1--~~~1--~~+-~-c+~~+-~--~-1-~~-t-~--1~~-t-~~~-t-~~~r-~~r-~-1-~~~-r-~~--t~~-1-~-t-~·--~-+---~~~-+-~--~~--1~~----------~-

TOTAL 7632120 6863166 2124118 105800 'il,57989 

P: Production (hi MT) B:Budgetted consumption of power in units per tonne of production A: Actual (consumption of pqwer in units) E: Excess consumption of power (In units) 
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Audit Report (Commercial) for the year ended 31 March 2006 

ANNEXURE - 14 

· (Referred to in Paragraph 2.28) 

Details of various varieties of paper sold· and margin derived thereon 

Year ... Quantity. 
. produced 
(MT) 

Quantity 
sold (MT) 

i\ 
. I 

Cost of Cost of A vcrage 1 fa1·g111 \' 
Production Sales realisation 

>---------~----~---------'---·-----~ 
(Rupees per JVIT) 

I 
; 

: I 
!,_· N_. _e\_vs_p_ri_n_t-_P_M_2-+-_2_00_1_-_02_+-_3_3._2_7 __ ,_-+-_3_3_.2_7_2_+-l __ 2_2._8_59_-+l_2_4_.6_9_0_: 26.488 ~~~ 

2002-03 20,496 20,496 23. 779 i 25.572 I 20.854 I (-) -1718 ; 

2003-04 1L581 11,581 25.782 27.294 22.341 (-)495-31 

2004-05 7.708 7.708 25,289 27.352 ---·25AJ8·----(~J 19·1:··1 
2005-06 5.468 5.468 24.566 26.772 27,434 

Cream Wove - Pi\1#1 
! 

r---------~--------~----~----~·------.---------.----- -·--i 

40 - 60 GSivl 2001-02 30.849 30.839 20.184 26.233 30.977 -1.7-14 ! 
~-------·------- ----- ------~- ---·----- - ------ --- --- ---

29.885 

61 - 80 GSM 2001-02 5.750 

2002-03 7.685 7,685 20,80 I 28.20 I 31.934 3. 733 1! 

7.883 23.157 28.947 31.890 2.'J41 2003-04 7,905 

Combined 2004-05 49,769 50,505 24.180 28.524 3 1.521 2.997 l 
2005-06 33.176 33.164 23.140 27.867 33.428 5.560 I 

rC_rc_a_n_1_\V_o_v_c_~_P,i\ __ 1#_2 ___ ~----~--------~----·----··-----~ 
40 - 60 GSM 2001-02 

2002-03 

2003-04 

30,820 

31,669 

46.465 

30.816 21.303 27.()48 31.823 4. 775 I 
31.647 20.417 26.167 3 l.387 5.220 ---1 
45,356 22.960 27.061 30.520 3.459 I 

t--------t------t-------+----+-----4-----~------+------1 
61 - 80 GSl'vl 2001-02 2,921 2.921 20,822 27,525 32,097 4.572 ! 

1----------+-----+------+----,-----+-----1-------- -- ---- - ~ 
2002-03 3,479 3.479 20.855 27.009 32.311 5.30~ 

2003-04 5,648 5.428 22.580 29.069 32.591 3.522 I 
Combined 2004-05 63.978 65.297 25,245 28,981 30,999 2.u 18 I 

2005-06 1,02,937 1.02,935 24,844 28.283 32,077 3.793 I 
~------~----~------'------L-------'------'------J ____ I 

Super printing PM-I i 
40 - 60 GSl'vl 2001-02 6,559 6,559 20,056 26.5-19 31.434 4.885 ! 

2002-03 13.478 13.978 20.348 25.451 30.499 5.0-18 i 
2003-04 10.450 10.145 23.0 IO 29,2iQ 33. 753 4.471 _J ------· ------

61 - 80 GSl'vl 2001-02 14.488 14,-188 19.578 24.619 30.685 6.0(1() j 
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Al//l<!Xl/Tf!.\' 

j Particulars Year Quantity Quantity Cost of Cost of Average I i\largin l 
produced sold (l\lT) Production Sales realisation i 

.. 

( IT) 
(Rupees per !\IT) I 

I 2002-03 5.272 5.272 20.590 27.3 1-1 ,, l ~l~ - 8-' .l.l. l ~-~ 

i 2003-0-1 2.09 1 2.073 22.396 2X.-l 08 3-1 .18-1 i 5.776 I 

l Combim:J 200-1-05 2.950 3,28-1 2-1.983 30.135 33.797 I 3.6(12 I 
- - '- - - - I 

Super Printin!!- P;\I 2 
I 

i Com hi m:LI I 200-1-0 - 63.978 65.297 25.2-15 28.9X I i 30.979 2.0 18 

I 

~ I 2005-06 3.885 3.885 25.230 28.598 I 31.5()9~-
-----

2. '>I I 

T :\ l'L Copier - l':\1 -1 I - --- ----- - - - ----- - -- -
75-80 tiS \I - 200 1-02 16.0-1 0 l(>.029 22.383 29. 100 33.383 -1.283 l 

~ 

~ 
2002-0J 12.332 12.320 22.5 19 29.962 3-1 .385 

2003-0-1 11 .58-1 11.235 25.267 31.792 35.023 

~.-In I 
.1.231 

! 
200-1-05 28.607 :rn.933 26.598 3 I .-160 3-1 .30-l I 

2.8-1; -; 
- -->----- ---- ------- -~ - - - -

2005-06 37.6-Ui ' 37.628 i 25.-178 I 29.5-l1J I 35.5-12 
' 

5.992 
-----L---

T~PI. Copier - P:\1 -2 
--- - -

75-80CiS\I 2002-0J 2.919 2.9 16 22.997 29.-197 35.-192 

2003-0-1 8. 157 8.060 2-1.071 30.056 35.022 
- - - --- - --- ---~ - -

[_- -
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Audit Report (Commercial) for tile year ended 31 Marcil 2006 

ANNEXURE-15 

(Referred to in Paragraph 4.26) 

Statement showin·g the details of companies which did not comply with the Accounting Standards in the preparation of financial 
statements 

·st Name oftbe <:ompany 
... .. · . " .. ···"· ... ·.·.··:. ·' . :· .•,•· .. .-~. A~~o~nfi~~ sfal\dani"'ni.tirlt.J~~s'and detailS :" .. 

' '. :·· .. >··fr·.,..> .. .. 
. ~~ 

No> .. .. 
,· • ,. ' • ·< ,·. :' • " 

' ' . ~~ .. .. . . . ·:: ·,. ·A:s:13 • ?' ··J ..•.'' '. .. . . .. .. 
AS22 .. .. • .. ·AS2 . :. ' ,,:, AS9• . . ,., <;·_ AS15 ... ··.'.\ .. .. .. .. . .. . .. 

.. .. . ~ . ..-..... ,, . .... 
Valuation of• ·.Revenue· 

.. . 
Accountiitgfor 

.. 
Accounting for Taxes on income ,'<" '." .. 

Inventories ".'.. :·•. · Re~()gnition. 
... 

·investments ·Retirement benefits ·'·· 

'J. ' .. •-<. .• . . ... .. 

1. Tamil Nadu Industrial Development 2002-03, 2003-04 
Corporation Limited and 2004-05 

2. Tamil Nadu Small Industries Corporation 2002-03, 2003-04 2002-03 2003-04 and 2002-03, 2003-04 
.Limited and 2004-05 2004-05 and 2004-05 

·-·· 
3. Electronics Corporation of'ramil Nadu 2002-03, 2003-04 

Limited and 2004-05 

4. Tamil Nadu Medical Services Corporation ·2002-03, 
Limited 2003-04 and 2004-05 

5. Tamil Nadu Sugar Corporation Limited 2002-03. 2003-04 
and 2004-05 

6. Tamil Nadu Ex-Servicemen's Corporation 2002-03. 2003-04 and 
Limited 2004-05 

.. 

7. Metropolitan Transport Corporation Limited 2003-04 and 2003-04 and 2004.•U5 2003-04 and 2004-05 
2004-05 --· .. 

~ 

- ··----------
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ANNEXURE-16 

(Referred to in paragraph 4.27.l) 

A1111ex11res 

· Stat.ement showing •paragraphs/reviews for which explanatory notes were not received 

SI; N:imc of the 
No. Dcp:1rtmcnt 

I. I Adi Dravidar and 
I J Tribal· Welfare 

! 2. j Energy 

i 3. I Environment and 
! Forests 
I 

4. ' Co-operation, 
Food and 
Consumer 
Protection 

5. Handloom. 
Handicraft 
Textiles and Khadi 

6. Highways 

711ndustrics 

8. Rural 
Development and 
l.ocal 
Administration 

-~Small Industries 

I 0. Transport 

. 11. 

I 

2-17-21 

General 

TOTAL 

- I 
I 

I 

1998-99 . 1999-2000 . 

.7 

6 

13 

. 133 

2000-0J .. 

5 

10 

2001-02 

5 

4 

I 

13 

2002-03 

I 

4 

4 

9 

2003-04 Total· 

2 

.. j 

12 13 I 

4 4 

3 

2 

19 

2 

2 2 

24 71 
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Audit Report (Commercial) for the year e1ided 31 March 2006 

ANNEXURE-17 

(lleferred to in Paragraph 4.27.3) 

Statement showing per~istent irregularities pertaining to Government companies appeared in the Report of CAG of Inciia (Commercial) 
- Government of Tamil Nada · 

·s1:;;.' ,9i~t::J:;:io_f;{Pe.rsis,t~nt:: Year of Audi~:_. :·M~ney~~Iuc _ Gist ·or A~rlit ... _Actio~able points/Action ·t<i;: ; 
;Nh.'; · irregulantaes .. < ;,.;·;;:. Report/ Para ; ;{~upees,u11~,r:ore); ·observations''-:':·.· ·· ·· 'betaken::'·· · · · ' 

~~'.::1:j'.',, ,;!::·;\.y;i:;::.~::~;:, · _;- t'.'t~;V·::c:- ~'~i' · :sNo:('.::. >. ·: ':<_;·;11:IJ:t • -·::~;~~:;~::'.:12'.~~.:. ;_',;::· 'j~: _;'.~;;}i;-~:f ·1!;;:~1~-~r~::L· ·':· ~': · · 
1. Tamil Nada Industrial Investment Corporation Liri1ited 

(i) Violation of guidelines 
governing sanction· of 
loan 

I 997-98/4A.4 

1999-' 
2000/4A.8 

2004-05/4. 7 

8.84 

0.85 

1.84 

Violation 
guidelines 
sanctioning 

of Responsibility is required to 
while be fixed on the officials for 

and hire 
loans to 16 
units. 

·leasing· 
purchase 
industrial 

Sanction of loan 
ignoring the appraisal 
report, release of loan 
disregarding the 
guidelines prescribed 
by the Board of 
Directors of the 
company. 

Sanction of loan 
·ignoring the appraisal 
report and the 
guidelines prescribed 
by , the Board of 
Directors of, the 
.com1fany. 
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extension of -leasing and hire 
purchase loans in violation of 
Guidelines. · 

Responsibility is required to 
be fixed 'on the oflicials for 
release of loan disregarding 
the guidelines. 

Responsibility is required to 
·be fixed on the oJ'ficial s ·for 
release or loan disregarding 
the guidelines. 

The Company accepted the facts and 
stated that appl·opriatc action was being 
initiated against the. of'ficials responsible 
for such lapses. No further compliance 
received. 

Action was inti1mi:tcd for invoking the 
collateral scctirity · (May 2000). No 
further compliance 1:~ccivcd · 

The company stated (July 2005) that it 
was taking ~tcps to, recover the balance 
amount of Rs.1.84: crorc. 'No further 
compliance.is received. 



A1111ex11r<'s 

ANNEXURE-18 

(Referred to in Paragraph 4.27.3) 

Statement showing persistent irregularities pertaining to Statutory corporation appeared in the Reports of CAG of India (Commercial) 
- Government of nimil Nadu 

·-
SI.No. Gist of Year of Money Gist of Audit observations Actionable points/Action Details of actions taken 

Persistent Audit value to be taken 
Irregularities Report/Para (Rupees 

No. in Cl'Ol'C) 

I. Ta mil Nadu Electricity Board 
-··--

I. !::-.tension or 200 1-02/ Rs.5.21 The 13oard extended undue benclit or I Before admitting the claims On being rninll.:d out b) auuil. the 
unu ue beneli t to 

4 13 . 1.2 
Rs.5.2 1 crore to an Independent o!' the lnderenuent I'll\\ er Board reeO\ ereu a sum or Rs.8.62 crnrc 

lndcrendent l'o\\'er Prouuccr , .i7 .. GMR Vas•l\·i 1 Producers. the Boaru should ( Rs.6.89 crorc towards excess raiu 
Po11er Producer Po\\'cr Corroration. h) not restricting I ensure that the claims Sales Ta:-. u11d Rs. 1.73 crorc toll'ards 
( 11'1') the clement or Sules Tax in the i'ucl pn.:ICrrcu b) the ll'l''s arc interest thereon) in March 2002. 

cost for rower supplieu to the rate strict!) in conformity 11·ith 
/\s a result of' this /\udit obsen·ation. 

actual ly paiu uu ring /\rril 1999 to the prods ion~ or 1'1mer 
there \\'OU id he future Sa \ ing of 

Jul) 2003. Pu rchase /\grccmcnt. 
Rs.22 .84 crore to the Boaru during the 
remaining period nf' i'J' /\ \"i7. .. ten) C<trS 

and four months. 

-----·---------
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Anne.xures 

SI.No. Gist of Year of Money Gist of Audit observations Actionable points/Action Details of actions taken 
Persistent Audit \'aluc to be taken 
Irregularities Report/Para (Rupees 

'o. in crore) .. ... , 
2004-05/ Rs.4. 12 /\s per the terms or Power Purchase Before admitting the claims The mater was rcrorted tu the 
4.14 Agreement with GMRY Vasavi of the IPP, the Board should floard/Government in June 2005; The 

(IPP), the tariff payable by the Board ensure that the claims repl y is huwe"Ver awaited. 
inter alia included interest on preferred by them are 
working capital. The working capital strictly as per the provisions 
requirement from 2002-03 onwards or Power Purchase 
had to be computed based on the Agreement. 
Plant Load Factor (PLF) or 85 per 
cent or average or actual PLF 
whichever was lower. The Board 
made excess payment of Rs.4 . 12 
crorc for the tariff years 2002-03 and 
2003-04 to the IPP by admitting 
interest on working capital computed 
based on PLF of 85 per cent instead 
or average of actual PLF of 
preceding three years which were 
lower. 

·-
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Audit Report (Commercial) f or the year ended 3 I March 2006 

ANNEXURE-19 

(Referred to in paragraph 4.28) 

Statement showing the department-wise outstanding inspection reports 

SI. Name of Department Number Number of umber of Y ca rs fro 111 

No of PS Us outstanding outstanding which 
Ills paragraphs paragraphs 

outstanding 

I. lndustl") 11 44 259 1998-99 . 

2. Small Industry. 5 16 T2 1999-2000 

3. Information Technology I 5 18 1999-2000 

4. Commercial Taxes I I -I 2001-02 

5. lnformat inn and Tourism 2 6 30 2002-03 

6. /\gricul tu n; 4 6 12 200 1-02 
- ~ - - -- -- - - - ---
7. Prohihi ti nn and Excise 1 5 -1-1 2000-0 I 

8. Social Welfare and Noon-l'vka l Programme I ..j 16 2000-01 

9. 1:nerg) I I I 200--06 

10. Municipal Administration and Water l 3 1-1 2003-0-1 
I Suppl) I 

I I. Transport 9 4 1 135 2001 -02 

12. Fisheries I 2 10 200-1-05 

13. Labour and Emplo) mcnt 2 5 1-1 1998-99 
-- ·---

1-1 . I lea lth and Family \\I cl fore 2 5 19 2000-0 1 

15. /\di Dra1 idar and Triba l Wei fore. Backward 3 10 ~,., 

.l- 2000-0 1 
Classes. !\lost Backward Classes and 
tvlinorit) Wdfan.: 

16. Rural Den:lopment and Local I I 2 2005-06 
; Administra tion 
' - ------

17. llome I 3 8 2002-03 

18. Public Works I 9 36 1995-96 

19. I li ghways l 7 -II 1995-96 

20. 1 lam.llonm. 1 landicralls. Khadi and Textiles 4 11 26 2002-03 
>---- - -

21. Elli ironmcnt and Forest 3 6 18 2000-0 1 

22. Food and Consumer Protection 2 4 19 2003-0-1 

.,~ 

- -'· Tami l Nadu Electrici ty Board I 665 2.820 1997-98 

Crand Total 59 860 3,650 
- ----
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Annexures 

ANNEXURE-20 

(Referred to in paragraph 4.28) 

Statement showing the department-wise draft paragraphs, reply to which are awaited 

·-
I t SI. l Name of Department Number of Period of issue 
t [ No draft 

I l I 
paragraphs 

1. : lnJustr) I I March 2006 

I 2. Energy 13 March to September 2006 

3. 1 landloom. 1 Iandicrarts. Khadi and Textiles I March 2006 

4. In formation Techno logy I May 2006 

5. Prnhibiti on and Excise 2 May 2006 

6. Fisheries I September 2006 

7. Transport I April 2006 

8. Finance 3 September 2006 

TOTAL 23 

' 

. 
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