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

(i) Government companies, 

(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 :ramil Nadu 
Warehousing Corporation and has been prepared for submission to the 
Government of Tamil adu under Section 19-A of the Comptroller and Auditor 
General 's (CAG) (Duties, Powers and Conditions of Service) Act, 1971 , as 
amended from time to time. The results of audit relating to departmentally 
managed commercial undertakings are included in the Report of the Comptroller 
and Auditor General oflndia (Civil) - Government ofTamil Nadu. 

3. Audit of the accounts of Government companies is conducted by 
Comptroller and Auditor General of India under the provisions of Section 619 of 
the Companies Act, 1956. There are, however, certain companies, which in spite 
of Government investment are not subject to audit by the Comptroller and Auditor 
General oflndia as Government hold less than 5 1 per cent of their share capital. 
A li st of such companies in which Government investment was more than Rs. I 0 
lakh as on 31 March 2000 is given in Annexure-! . 

4. In respect of Tamil Nadu Electricity Board, which is Statutory 
Corporation, the Comptroller and Auditor General of India is the sole auditor. In 
respect of Tamil Nadu Warehousing Corporation, _he has the right to conduct the 
audit of their accounts in addition to the audit conducted by the Chartered 
Accountants appointed by the State Government in consultation with CAG. The 
Audit Reports on the annual accounts of these two corporations are 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 the year 1999-2000 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 1999-2000 have also been included, wherever 
necessary. 
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As on 3 I :vtarch 2000 there were 82 Government companies (including six 
Subsidiaric, ) and two Statutory Corporations as against same number of 
companies and corporations as on 3 I March 1990 under the control of the tate 
Government. The accounts of the Government companies (as defined in Section 
617 of Companies Act, 1956) are audited by Statutory Auditors appointed by 
GO\ernment of India on the advice of Comptroller and Auditor General oflndia 
(C AG) as per provision of Section 619{2) of Companies Act, 1956 These 
accounts are also subject to supplementary audit conducted by the CAG as per 
provisions of Section 6 19 of the Companies Act, 1956. The audit of Statutory 
corporations are conducted under the provisions of the respective Acts as detailed 
below: 

Num<' ufthl' Curpnraticm Autlwrit) fur aud it hy CAG Audit arrnnl!enwnt 

T:unil Nadu Elt·ctricit~ Sectinn ()') (2) of the Elt•w·idt~ Suppl~ Soli' audit h~ CAG 

Bnanl Act, I 9-4H 

Tamil Nadu Wan•hnusin~ Sl'ctiun 31 (H) uf till' Shih' Wan•housing Charll'l"l'd Accuuntunts 

Cnrpnn1tiun Curponcticms Act. 1962 and 'upplc.•mt·nt:u') audit 

As on 3 I March 2000, the total investment in 84 Public Sector Undertakings 
(PSUs) (82 Government companies including "ix subsidiaries and two Statutory 
corporatiotcs) was Rs. l 0157.80 crore (equity: Rs.l771 .65 crore; long-term loans: 
Rs 8338.58 crore; and share application money· Rs.47.57 crore) as against a total 
investment of Rs. l 0705 .81 crore (equity: Rs.24 1 0.68 crore; long-term loanr; 
Rs.8274.70 crore; and share application money . Rs 20 43 crore) as on 31 March 
1999 The analysis of investment in PSUs is given in the followmg paragraphs. 

1.2.1 (io,•ernment companie.ot 

Total investment in 82 companies (including six Subsidiaries) as oo 31 March 
2000 wa Rs.4851.64 crore {equity· Rs. 1444 61 crore; long-term loans. 
Rs.3359.46 crore and share application money: Rs 47.57 crore) as against total 
investment of Rs 4830 24 crore (equity Rs. 1357.59 crore; long-term loans 
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Rs 3452 22 crore, and share application money· Rs 20.43 crore) as on 3 I March 
1999 

The classification of the Government companies was as under: 

( Ru pees in c rurc) 

Status uf Numh<'r uf lll\l'Sinl<'ll l Number of cnrn panil'S 

cmupani<'s rumpa nir' r<'f<'ITl'd tu BIFR 

P;~id-up Lung tr1111 

capital Jua ns 

(:1) \Vurking rum panil'S 711 1472.91 332 1.113 21) 

(70) ( 13511. 75) (3414.67) (2) 

(h) Ull \\ Urld ng l'lllll· 

panil'': 

(i) Undr r liq uidar iun I \ 0.33 

( I ) (11.33) 

(ii) Und<•r du~un· lOll 14.94 29.63 

( I ll) (1 4.94) (29.55) 

( iii) Und<'r ml•rgrr I 
(' 

4.00 8.00 

( I ) (4.00) (8.00) 

{h) Othl'l'li 

Total 112 1492. 111 33:'\9.46 2 

(112) ( 13711.02) (3452.22) (2) 

Fi~urc~ in bracl<eh Hre pre' ious ~·ca r fi~urcs. 

As 12 Companie were non-working or under process orliquidation/closure under 
. ection 560 of Companies Act/merger for two to I I years and substantial 
investment of Rs.56.90 crore was involved in these companies, effective steps 
need to be taken for their expeditious liquidation or revival. 

The summari sed financial results of Government companies are detailed in 
A nnexure-3. Due to increased financial assistance in the form of equity to 
companies under transport sector, the debt equity ratio of Government companies 
as a whole decreased from 2.50: I in 1998-99 to 2.25: I in 1999-2000. 

li 
SJ.Nu.62 e~f Annc~u rcs 2 a nd 3. 
SI.Nos. I, 2, -'• 6, 7, II , 16, 2-', -'8 and 79 of Anne\U res 2 and 3. 
SJ.No.82 of Annc~u rcs 2 an d 3. 
SI.Nos. IO and 23 of Anncxurcs 2 and 3 

2 
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SECTOR-WISE INVESTMENT IN GOVERNMENT COMPANIES 

Total investment- Rs.4851.64 crorc 

g.727.74 
( 15) 

~.Tra nspo rt 
0 c . .'\griculture 

1999-2000 
(Rupees in crore) 

(Figures in b1 urkc t indic ntc pc•·ccnt a~c of in\ c~tmt• nt ) 

• e.Econ om ica lly Weaker cction~ 
• . In frast r ucture Development 

. b.O then 

.d.lndu~ try 
~.Finnnri ng 

TOTAL INVE TMENT- RS.4830.24 CRORE 

1998-99 
(Rupees in crore) 

(Figures in btackct indicate percentage of investment) 

a. l804.86 
(37) 

O..Transport 
• d. Industry 

. b.Others D c.Agriculturt 
• e. Economically Weaker Sections Cll.financing 

lla.lnfrastructure Onclopmcnt 

3 
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As on 3 1 March 2000, oftotal inve tment in Government companies 3 1 per cent 
comprised equity capital and 69 per cent comprised loans compared to 29 per 
cent and 7 1 per cent respectively as on 3 1 March 1999. 

I . 2. 2 S tatutory corporation.'i 

The total investment in two Statut01y corporations at the end of March 2000 and 
March 1999 was as follo\.vs: 

:mll' uf Curpunttinn 

Tamil Nadu Ell'<"lrici ty Bua rd 

T:tmil Nndu Wat'l• lwu~in~ 

<.'nrpnralittn 

Tnt a I 

C)tpi tal 

2 19A3 

H i I 

(Rupees in crore) 

I 999-211011 (Pnn isiwwl) 

Loan C apital 

~822.31) 31 9AJ 

0.09 7.6 1 

~822AH 327.11~ ~niJ. t2 

The umrnarised financial results or all the Statutory corporations as per the lat~st 

tinalised account are given in Annexure-3, and financial position and working 
results of individual Statutory corporations fo r the three years up to 1999-2000 
are given in Annexures-5 and 6 respectively. 

Government of Tamil adu ordered (May 1999) for merger or Tamil Nadu 
Corporation for lndu trial lnfrastructw e Development Limited with State. 
Industries Pr motion Corporation of Tamil adu Limited tb achieve efficient use 
of equipments, personneL material and other infra tnrcture racilities and fo r 
ensuring co-orpination i{\ policy and provision of eltlc1ent, adequate, economical 
and properly co-ordinated indLLtrial infrastructure facilities The orders of 
Government in regard to merger are under implementation. 

The details of budgetary outgo, subsidies, gua1 an tees issued, waiver of dues and 
conversion ofloans into equity by Stare Government to Govern ment companies 
and tatutory corporation are given in Annexures-2 and 4. 

The budgetary outgo from the tate Government to Government companies and 
Statutory Corporation for the three years up to 3 1 Marcp 2000 in the form of 
equity capital, loans, grants and ubsidy is given belov,•. 



C/wpler-1 (,'en era/ vi ell' of Government companies and Statutory corporations 

(Rupees in cmn•) 

I ~~!l-99 1999-2000 

Companil's .r. Corpon1tinn~ Cornpanks Cm·pora lions Cumpanit'S Corponttinns 

Numlwr Amount Number Arnnu nt Numhl•r Amount Number Amount Number Amount Numbr r Amount 

Equif:' capital 28 l:'i~.!lO ] I 22.42 28 235.53 

}'- '~ 
257.37 27 120.65 I I 100.00 

' Loan~ 5 21.21 ... lz ,...- ~ --- 2 1.22 --- I 1.00 
r {;': 

Grants --- -- ·1 1 

s~ ~· ~AI --- _,_,_ g 1 23.87 --- - I 17.59 

Suh~id~ to\\ ards 

(i) Pmjt•cts/pro~- I 23.81 t ' ll.flS 2 60.5~ " ·- -- 6 7~8.93 ~0 ' ;:-
ramml'Mscherne!> 

(ii) Othl'r suhsid~ 23 1057.78 -·~,,1 570.111 25 591.36 f I 250.fl0 17 II L.68 I 250.00 ,. 
Total ~ub~idy(i+ ii) 2~ lfl8 1.59 r.,:. I 570.06 27 651.90 ... I 250.11() 23 860.61 I 250.00 . 

\ 

"' • Total out~o *38 1257.60 *I 6Cil .89 *36 888.65 r' ~ .J ""• I 531.2~ 30 982.26 • t 367.59 

These are the actual number of companies/corporations," hich ha,·e rcceivcd bucJ~-:ctary support in the form of equit~·, loans, ~rants and 
subsid~- from the State Go' ernment during the respecth e ~-cars._ 
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During the year 1999-2000, the Government had guaranteed loans aggregating 
Rs 1739 08 crore obtained by 40 Governmem companies (Rs 398 08 crore) and 
one Statutorv Corporation (Rs 1341 00 crore) At the end of the year guarantees 
amounting toRs 4266 30 crore against 40 Government companie (Rs. ll I I 03 
crore) and one Statutory Corporation (R::. 3 155 27 crore) were outstanding 
Government had not written ofT any loan as against Rs. 1.22 crore in respect of one 
Company foregone in 1998-99. Moratorium on loan repayment v.as not granted 
to any Company a~ against Rs.30 50 crore granted to one Company during 
1998-99 The guarantee commi sion paid was Rs 1 85 crore b Government 
companie and Rs 53 22 crore (from 1995-96 to 1999-2000) by Statutory 
corporations, and that payable was Rs 0 92 crore and I L by Government 
companies and Statutory corporation respectively. 

1. 5. 1 The accounts of the companies lore\ er')' linancial year are required to be 
finalised within six months from the end of relc\ ant financial year under Section 
166, 210, 230, 619 and 619 8 of the Companies t\ct, I 956 read with 'ection 19 
of Comptroller and Auditor General's (Duties, Power and Conditions of Service) 
Act, 1971 They are also to be laid before the Legislature within nine months 
from the end of financial year. Similarly in case of Statutory corporations their 
accounts are finalised, audited and presented to the Legislature as per the 
provisions oftheir respective Acts 

However, as could be noticed fi·om Annexure-3, out of 8 1 Government 
companies (excluding the accounts of one Company under liquidation v iz., Tamil 
Nadu Goods Transport Corporation Limited, which were not due) only 34 
companies finalised their accounts, and neither oftwo Statutory corporations had 
finalised their accounts for the year within the stipulated period. During the period 
from October 1999 to September 2000, 65 Government companies finalised their 
account for the year 1999-2000 or previous years (33 accounts for previous years 
by 31 companies and 34 accounts for 1999-2000 by 34 companie ') Similarly 
during this period, two Statutory corporations finalised their accounts for the year 
1998-99. The accounts of the other 47 Government companies and two Statutory 
corporations were in arrears for periods ranging from one year to I I years as on 
30 September 2000 as detailed below: 

. () 



Chapter-/ General view of Govemment companies and Statutory corporation.\ 

Sl. Y~ar lhtrn \'umbl•r of~ t' :ll'!! \'u rnh<'r· of l~cf<' r·encc to Sl'r·ial '-'urnbt>r· 

\'o. \\ hifh :ll'l'(l· fo r· " hich ( 'omp.mil•sl( 'o r·por-ution!> of . \nnexure J 

Ullf> Ill'(' ill a<'t .. uw lts art" in 

arTt•a r'S arr~t"a J--s 

(rlt \'('nlllll'lll Stalulo r~· Gm l•nmll'nl Slalutttr') 

<'onrr:mics CUI' [IOI~ll itti\S l'ttnt[lattir~ I'OI'[Iomtions 

I. 1999-WUU -H 2 &3. 8-' 

2. I?<JM 99 2 -t I . 27. -tl 111111 

-t5 

J . 1993-9-t 7 7 

-t. 1989911 I I 79 

Tutal -t7 2 

Of the above 4 7 Government companies, whose accounts were in arrears, 12 
companies were non-working companies (Serial Number I, 2, 4, 6, 7, I I, 16, 24, 
48, 62, 79 and 82 of Annexure-3). 

The administrative departments have to oversee and ensure that the accounts are 
finalised and adopted by the PSUs within prescribed period. Though the 
concerned administrative departments and officials of the Government were 
apprised quarterly by the Audit regarding arrears in finalisation of accounts, no 
etfective measures had been taken by the Government and as a result, the 
investments made in these PSUs could not be assessed in audit . 

I. 5. 2 Status of placement of Separate A tulit Reports of S tatutory 
corporation.\· in Legislature 

The following table indicates the status of placement of various Separate Audit 
Reports (SA Rs) on the · accounts of Statutory Corporations issued by the 
Comptroller and Auditor General of India in the Legislature by the Government 

S l. Nnmruf Yl•nr up to nhich 

SA Rs phrcl•d in 

L1•gisla tun• 

Y(•;t t-.; for" h ich SARs nut p lacl•d in Ll•gi~ lu tu rr 

No. St;~ tu tory 

I. 

2. 

Corporation 

T amil Nudu 

E ll•ct r icit) 

Bnard 
l 

T mnil N:tdu 

W n r r lwusin 14 

CcJr puratiun 

1998-99 

1998-99 

Yrnrof 

SA R 

1999-2000 

1999-2000 

Date of issur Re11sons for d elay in 

tn th1• Gon-nt- plncl'Jm•nt in 

ment Leg is lu tu re 

Accnu n ts 1tn• in 

arrears 

Accounts ure in 

m·eurs. 

Serial Numbers 3, 6, 9, 10, II , 14, 15, 17, 23, 24, 26, 29, 30, 33, 36,37, 38, 39, 40, 
42, 43, 44, 46, 48, 50, 52, 54, 58, 59, 63, 64, 66, 67, 69, 70, 73, 75, 76, 78, 79 and 80 
referred to in Annexure-3. 

7 



Audit Report (Commercial) for the year ended 31 Marcil 2000 

According to late t finalised account::, of 78 Government companie (excluding 
Tamil Nadu Ci\ il upplies Corporation Limited, which run on no profit and no 
loss basis, Tani tec Limited and Tamil adu Minorities Economic Development 
Corporation Limited, which had not fi nalised their fir ·t accounts and one 
Company viz., Tamil adu Graphite, Limited which is under pre-operative stage), 
50 companies had incurred an a~egate loss of R .483 59 crore and the remaining 
28 companies and two Statutory Corporations earned an aggregate profit of 
Rs.81 93 crore and Rs.336 9 1 crore, respectively 

The summarised fi nancial result~ of Government compames and Statutory 
corporations as per latest ~inancial account are given in Anncxure-3 Besides, 
\\Or"ing result of mdi\ idual corporations for the late t three year for which 
accounts are finalised are given in Annexure-6. 

I. 6.1 Government companies 

1. 6. 1. 1 Profit earning companies and dividend 

Out of34 companies (including two sub idiaries), which finalised their accounts 
for 1999-2000 by September :woo, 14 companies earned an aggregate protit of 
Rs 62 13 crore and only seven companies ( erial Numbers 28, 31 , 32, 34, 47, 51 
and 8 1 or Annexure-3) declared dividend aggregating Rs. l 0.22 crore. The 
dividend as percentage of share capital in the above seven profit making 
compames worked ou t to 24.67 per· cent. The remaining seven profit making 
companies did not declare any dividend. The total return by way of dividend of 
Rs I 0 22 crore . .,, or ked out to 0. 75 per cent in 1999-2000 on total equity 
investment of Rs 1359.78 crore by the State Government in all Government 
companies as against 0.80 per cent in the previous year 

Similarly, out of 43 companies, which finalised their accounts to1 previous years 
by September 2000. 12 companies earned an aggregate profit of Rs. 19.43 crore 
and nine companies earned profit for two or more successive years. 

1.6.1.2 Loss incurring companies 

Of the 54 companies which had accumulated losses as per the latest finalised 
accounts. 43 companies had accumulated losses aggregatmg Rs 2 187 48 crore, 
which had far exceeded their aggregate paid up capital or Rs 81-l 75 crore 

In spite of poor pertormance leading to complete erosion or paid up capital, the 
State Government continued to provide linancial support to these companies in 
the torm of contnbution towards equity. further grant of loans, conversion of 
loans into equity. subsidy etc. According to available information, the total 
financial support so provided by the State Government by way of equity, loan and 
subsidy during 1999-2000 to 23 companies out of these 43 companies amounted 
to Rs. 91 7. 60 crore. 

I. 6./. 3 Operational performance (?f transport companies 

The operational performance of transport companies i given in Annexur·e-7. • 

.. 8 
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Chapter-/ General view of Government companies ami Statutnr_v corporations 

As seen from the Annexure-7, against the average expenditure of Rs.12.19 per 
Km operated, the average earnings per Km was only Rs.l 0.82 during 1999-2000. 
The percentage of dead Kms to Gross Kms, which was 2 .3 in 1998-99 increased 
to 2.4 in 1999-2000. 

I. 6.2 S tatutory corporations 

I. 6. 2.1 Prt~fit earning Statutory corporations and dividend 

Two Statutory corporations had final ised the accounts for 1998-99. Tamil Nadu 
Electricity Board and Tamil Nadu Warehousing Corporation earned a profit of 
Rs.334.94 crore and Rs. l .97 crore, respectively. Of them, Tamil Nadu 
Warehousing Corporation alone declared dividend ofRs.0 .23 crore for the year 
1998-99. 

I. 6. 2. 2 Operational performa nee o.f Statu tory corporations 

The operational performance of the Statutory Corporations 1s g1ven m 
Annexure-7. 

As seen from Annexure 7, the Tamil Nadu Electricity Board suffered a loss of 
eight paise per KWH (provisional) during 1999-2000. Though the generation 
from thermal power station increased from 17076 MUs in 1998-99 to 18861 MUs 
(provisional) in 1999-2000, the hyde! power generation decreased from 4918 MUs 
in 1998-99 to 4444 MUs (provisional) in 1999-2000, despite an increase of 
installed capacity by 30 MW. 

The capacity utilisation of warehouses in Tami l Nadu Warehousing Corporation 
decreased from 83 per cent in 1998-99 to 82 per cent (provisional) in 1999-2000. 

According to latest finalised accounts (September 2000), the capital employed"' 
worked out to Rs.5580.29 crore in 82 companies and total return* thereon 
amounted to Rs.244.96 crore, which is 4.4 per cent as compared to total return 
of Rs.243 .03 crore (4.64 per cent) in 1998-99. According to the latest finalised 
accounts (September 2000), the capital employed worked out to Rs.9329.94 crore 
in two Statutory corporations and total return thereon amounted to Rs. 755. 18 
crore, which is 8. 1 per cent as compared to total return ofRs.687.03 crore (7.9 
per cent) in 1997-98. The details of capital employed and total return on capital 
employed in case of Government companies and Statutory corporations are given 
in Annexure-3. 

* 

li 

Capital cmplu,,·ed represents net lhed assets (including capit<tl \\ Orl<s-in-pru~-tress) 

PLUS "orking cupital except in fina nce compunies and corporations "here it 
represents a mean of a~gregate of opening and closing balances of paid-up capital, 
free resen·cs and borro\\ ings (including refinance). 

For calculatin~ total return on capital crnplo~·cd , interest on borrowed funds i~ added 
to net profit/s ubtracted f'rorn the loss as disclosed in the profit and lo.ss account. 
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The summarised financial results of all the 82 Government companies and two 
Statutory corporations based on the latest available accounts are given in 
Annexure-3. During the period ffom October 1999 to September 2000, the audit 
of accounts of 65 companies and two corporations were selected for review. As 
a result of the observations made by CAG, fi ve companies and one Statutory 
corporation revised their accou nts_a~d_e_ta_i_le_d__:_b_el-"o_w_· __________ _ 

I. 

2. 

3. 

~. 

5. 

6. 

>ldu Pnwrr FinliiiCl' und lnfrastructurr Dewlnprnrnt 

Corpora t ion Limited 

Ar11s u Ruhher· Corpor·ution Limited 

Poompuhar Shipping Cnr po r·atiun Linrit('d 

Tumil adu Baclm a rtl C lass('s Econumil· Dl•H iupml•nt Corporation 

Limit('d 

Tamil Nudu Ch il Supplirs Co rporation Limitl'd 

Tamil Nadu Electricit~ Buar·d 

Year· of 11ccounts 

19!.19-21100 

19!.19-201111 

1998-9!.1 

19!.18-99 

1998-!.19 

1!.198-9!.1 

In addition, the net impact of the important audi t observations as a result of review 
of the remaining PSUs was as fo llows 

Sl. Nn. Dl'tail!-o umhl·r of al·rnunh Arnnunt (Rupee~> in crorc) 

Gunmml•nt Starutm) Gnwrnmrnt Statuwr ·~ 

cnmpa nil·~ Cor ponrtinn cmnpan ies cm·puratinn 

(i) Oecn•usl· in pmtit 76.50 

Some of the major errors and omissions noticed in the course of review of annual 
accounts ofthe Statutory corpor?. tions are mentioned below: 

(A) Errors ami omi.\!iions noticed in case Tamil Nadu Electricity Board 

Sl.. o. lrregulari l il'!-olomission' 

I. E\c('~S prm i!>ion uf unbilled 1'('\enul' 

2. OH•r-stat('tn('llt of ll' ll"(' n•nt incom(' 

3. Nnn-pnn i~iun for· " h('('ling charJ.!l'!> pa~ ahll' 

~. nn-prm is ion of dl•pn•ciatiun 

5. Othl•r· nmis~inn~ r('~ultin~ in Cl\ l'l..,lllt('llll' n t nf ' urplu, 

Amuunt 

(Rupees in crure) 

55.22 

6AO 

IAH 

1.22 

12. 18 

(A) (i) Audit asse.'i.mwnt f~{ the working results f~{ Tamil Nadu Electricity 
Board 

Based on the audit assessment of the working resu lts ofTNEB for three years up 
to 1999-2000 and taking into consideration the major irregularities and omissions 
pointed out in the SA Rson the annual account of the T El3 and not taking in to 
account the subsidy/subventions receivable rrom the State Govern ment, the net 
surplus/defi ci t and the percentage of return on capital employed or the TN EB will 
be a given belo\" : 

JO 
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!->I. Puo1kulao-.. 

I. :\C't s uo·plus(+)/oh•lidt(-} us pl'o' books o fn•·counts 

2. Subsid)· fnnn thr Stat<· (;nHI"IliiH'nt 

3. "\"l•t Mu·plu•(+)/ddkit(-) b<' lim• •uh~id~ fnmo thr Mat<· 

( ;,, r o·nnol•ut ( I ) - (2} 

~- '1<•1 illlT<':I'<' dt'(' I'(':IW in lll'l 'lll'plll\ (+} drfkit( ) till 

:I<Ttllllll 11f audil t'IIIIIIIIC'IIh Oil llo<' :llliiUal :ll'l'tiUIII' 11f 

5. '\('( •llrplu,(+) dl'lidt(-} :ollrr takilll! in111 at'fiiUIII thr 

impal't ofuud il commr11t' b111 lwfon· .oob,id~ fo ·om llw 

!'>tall• (;m ('I'IIIIU'IIt (3) - (~) 

6. t'lllalo·('( um toll nopilal •·mp lo~NI 

7. p,.,.,.,.lllag<• uftulato·<'l nl"ll 1111 norital l'lloplu~•·•l 

1997-911 

273.6~ 

57fl.06 

(-)296.~2 

(-)HU.J3 

(-)376.75 

35.2 

IIA 

(Amount - Rupees in crore) 

1998-99 1999-2000 

(Pro' isional) 

33~.9~ (-)1192. 1~ 
II 

1076.22 25().07 

(-)7~1.2H (-)1~~2.21 

( )76.511 \('('llUilb 

umlco· audit 

(-)8 17.78 

(-)399.56 

(B) Persistent irregularities and system deficiencies in financial matters 
ofPSUs 

The following persistent irregularities and system deficiencies in the financial 
matters of PSUs had been repeatedly pointed out during the course of audit of 
their accounts but no corrective action has been taken by the e PS s so far 

Statutory corporations 

Tamil Nadu Electricity Board 

Fixed assets registers have not been maintained in eight circles and in five circles ' 
registers were not maintained properly or postings were not made up-to-date. As 
a result, the correctness of amount shown under fixed assets could not be ensured 

Capital expenditure on completed works had been arrived at based on the 
completion certificates from field engineers and not on the basis of closed work 
orders. 

All inter unit balances are to be matched and brought to I L. However, due to 
non-reconciliation and non-adjustment, inter unit accounts showed heavy balances 
amounting to Rs 355 30 crore and Rs 398.38 crore at the end of 1997-98 and 
1998-99 respectively Consequently, the working results ofthe Board are vitiated. 

(L) Closure 

Out of 82 Government companies as on 3 I March 2000, four companies viz., 
Tamil adu Paints and Allied Products Limited, Tamil Nadu I fandloom 
Development Corporation L imited, Tamil adu Medicinal Plant, Farms and 
Herbal Medicine Corporation Limited and Tamil adu Film Development 
Corporation Limited had a turnover of less than Rs.5 crore in each of the last five 
years. 

# 

* 
This i~ a prm i~ionalli~urc and balance suhsid~ rcceh able is ~ ct to be accounted for . 
Total return on capital cmplo~cd reprc~cnts Net surplus/deficit PLUS Total 
Interest charged to Profit and Loss account (Less: fntere~t capitalised). 
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One Company viz., State Engineering and Servicing Company of Tamil Nadu 
umited incurred losses in all the fi ve years and its entire net WOI1h had been 
eroded. 

ln view of poor turnover (four companies) and erosion of net worth (one 
Company) steps are required to be taken for early closure of these fi ve companies 
or reviewing the continuance of these companies in their present form . 

The following table indicates the details regarding number of reviews and paras 
pending discussion at the end of 31 March 2000: 

Prriud of 

Audit Rrport 

199~-95 

1995-96 

1996-97 

1997-98 

1998-99 

Total numbrr of Revirws and Paragraphs 

As apprat·rd in the Audit Rq>oa·t Prnding for discussion 

Rcvil'WS Paragraphs Rcvirws Pantgntphs 

~ 12 2 (i 

~ 2~ ~ 23 

5 2~ 5 2~ 

5 20 5 20 

6 23 (i 23 

While the recommendations in respect of 50 Reviews/Paragraphs discussed by 
COPU are yet to be received, 266 recommendations made by COPU were pending 
final settlement as at the end of 31 March 2000. 

With a view to ensuring accountability of the executive in respect of all the issues 
dealt with in Audit Reports, COPU had laid down that necessary explanatory 
notes for those issues should be furnished to Legislative Assembly Secretariat 
within a maximum period of three months rrom the date of placing of the Reports 
before Legislature. COPU had taken a serious view of the inordinate delays and 
persistent failures on the part of the large number of administrative departments 
in furnishing the replies within the prescribed time limit and Legislative Assembly 
Secretariat had also issued a circular resolution in November 1996 directing the 
Secretaries of Departments concerned to furnish replies within the prescribed time 
limit. A review of position of non-receipt of replies to Audit Reports revealed that 
some administrative departments had not furnished replies for nine reviews and 46 
paragraphs of Audit Reports for the years from 1995-96 to 1997-98, though the 
respective reports were laid before Legislature long back . 

Some non-Government companies are deemed to be Government companies 
under Section 6 19-B of the Companies Act, 1956 for the limited purpose qf 
extending to them the provisions relating to audit of Government companies 
contained in Section 619 ofthe Act. 
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There were three Companies covered under Section 6 19-B of the Companies Act, 
1956. The table given below indicates the details of paid-up capital and working 
results ofthese companies based on the latest available accounts. 

'\:um• of( 'om pan~ Year of Jlaitl-up 

U<"COUIIIS <"upital 

Tamil :"ad u ~t'WS· 1999- 68.79 

pl'int and l'upt•r-s 2UUO 

Limited 

Tamil :\'ad u T t•lt'- 1999- 22.67 

l'OIIIIllUIIkllliuns 2000 

Lhn itt'd 

T idt' l Par-k Limited 1999- 33.50 

2000 

I"' estment b~ 

.·tatr 

Gt~H' rn- rncnl corn-

rnl'nl prm ies 

2.8 1 

13.63 

6.00 

O thers 

• -'1.5-1 

27.50• 

(Rupees in crorc) 

Profit(+)/ At·<"u -

Lo~s(-) mulatl't! 

kiss 

2.71 

The Tamil Nadu ewsprint and Papers Limited earned profit of Rs 18.41 crore 
in 1999-2000 against Rs. 15.86 crore in 1998-99 and declared a dividend of 
Rs.2 .93 crore to the State Government during 1999-2000. 

Tami l Nadu Telecommunications Limited in whi ch the State Government had no 
shareholding, earned a profit ofRs.2. 7 1 crore in 1999-2000 against Rs.2.12 crore 
in 1998-99. 

T ide! Park Limited had not yet commenced (September 2000) commercial 
operation and hence, the profit or loss on operation had not been determined. 

The State Government had invested Rs. 1.43 crore in three companies which were 
not subject to audit by C AG as the aggregate amount of investment made by the 
State Government was less than 51 per cen t of the share capital of respective 
companies. The particulars of such companies in whi ch the investment of State 
Government by way of share capital v.as more than Rs I 0 lakh in each case as on 
3 I March 2000 are given in Annexure- I. 

* 

Thi~ includes investment of R~.26.56 crore made hy banl<s , financial institutions anti 
insura nce comp~anies. 

T his includes investment of Rs. l 6.50 crorc made b~· lwnl<~. 
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HIGHLIGHTS 
wrumf:N'aairt.mliitnalT:OOV'a""«:'Wi~Jit::.~aF"~Wililffit:ffifftr&wils-'sirrcTnKNfi1 

tr:~rteSf~~ .. -"~4~~~-~·~e·!i ~ 
(Paragraph 2A. I) 

(Paragraph 2A. 6.1 and Amzexure-9A) 

{Paragraph 2A. 7 (a) (i)} 

{Paragraph 2A. 7 (c)} 

{Paragraph 2A. 8 (a)} 

{Paragraph 2A.8 (e)} 

{Paragraph 2A.8 (g)} 

{Paragraphs 2A./1.3 (a) (i), (ii) and (iii)} 
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Chapter-If Reviews relating to Government companies 

{Paragraph 2A. l1.3 (c) (i)} 

{Paragraph 2A. l 1.3 (d)} 

{Paragraph 2A. 11.3 (e)} 

Tamil adu Industrial Development Corporation Limited (TlDCO) was 
incorporated in May 1965 as a wholly owned Government Company to promote 
large and medium scale industries in the State of Tamil adu under Companies 
Act, 1956 The Company identifies investment opportunities and promotes 
projects through equity contribution to the extent of 26 per cent in joint sector, 
I I per cent in associate sector and one per cent in escort sector. The Company 
promoted two subsidiaries viz., Tamil adu Industrial Explosives Limited in 1983 
and Tamil Nadu Magnesium and Marine Chemicals Limited in 1987. 
Subsequently, the Tamil Nadu Magnesium and Marine Chemicals Limited was 
tal-.en over by Government in October 1998. 

The main objectives of the Company as envisaged in the Memorandum of 
Association are: 

(i) To promote, improve, establish and develop industries in the State of 
Tamil Nadu. 

(ii) To promote and operate schemes for the di persal of industries in a manner 
conducive ro the balanced regional development of the various parts of the State 
ofTamil adu. 

At present the Company's activities are confined to promotion of projects. 

As per State Government directives ( 1989) all the State Public Sector 
Undertakings (PSUs) are required to prepare long term Corporate Plan setting out 
the goals/objectives and strategies to achieve them It was observed that the 
Company had not prepared any such Corporate Plan and stated (December 1999) 
that commitment to long term Corporate Plan would not be prudent since tocus 
and thrust of development would depend on various factors. This is not 
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acceptable to audit because in the absence of long term plan, the Company could 
not have direction to formulate time bound action plan to achieve its objectives. 

The performance of the Company was last reviewed and commented in the Report 
of the Comptroller and Auditor General of India for the year ended 31 March 
1993 (Commercial)- Government ofTamil Nadu. The report was discussed by 
the Committee On Public Undertakings (COPU) in June 1997 and its 
recommendations were awaited (August 2000). During the present review 
conducted during December 1999 to April2000, performance of the Company for 
the last five years ended March 2000 was assessed. 

The Management of the Company is vested in the Board of Directors with nine 
Directors including Chairman-cum-Managing Director as on 31 March 2000. All 
of them are·appointed by Government. Day-to-day administration is looked after 
by Chairman-cum-Managing Director and an Executive Director, assisted by five 
General Managers, in-charge of development activities and finance. 

2A. 5. 1 ((tpital structure 

As against the authorised share capital of Rs.125 crore, the paid-up capital of the 
Company as on 31 March 2000 was Rs.97.79 crore, vpholly contributed by 
Government ofTamil Nadu 

2A. 5. 2 Borrowings 

The Company obtained loan from time to time, which accumulated to Rs.933. 12 
crore as on 3 I March 2000 (including cash credit of Rs.19. 14 crore and 
Government loan of Rs.11.45 crore ). The increase in borrowings was mainly due 

, to raising of Rs.695.56 crore in 1999-2000 for Government of Tamil adu by 
issue of bonds for part financing infrastructure projects. 

The loans included Rs. 180 58 crore raised through fixed deposits obtained fi·om 
public, which were deployed as inter corporate deposits to rhe extent of Rs. 78.27 
crore and the return thereon constituted the main source of income. 

2A. 5. 3 Dh;investments 

Disinvestment of holdings in assisted Companies under joint/associate/escort 
sector was also an essential source of fu nds. During the period from 1995-96 to 
1999-2000, the Company disinvested its shares in seven Companies, which were 
held for seven to 22 years and reali sed Rs. l 0.85 crore (book value of shares. 
Rs.3.29 crore). 
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The table summarising the financial position and working results of the Company 
for the five years upto 1999-2000 are given in the Annexures 8 and 9. The profit 
had declined from Rs.3.21 crore in 1995-96 to Rs.0.47 crore in 1999-2000. The 
main reason for reduction in profit was increase in interest expenses by Rs. I 0 90 
crore during the period as compared to increase of interest income by Rs.2.67 
crore. This was due to increase in borrowings through fixed deposits from 
Rs.82.54 crore in 1995-96 and Rs.180.58 crore in 1999-2000, which were 
deployed in equity capital of projects with longer gestation period and inordinate 
delay in disinvestment of shares in assisted companies. In this connection, the 
consultant appointed by the Company for financial reforms reported (January 
1999) about the mismatch in funds management viz., application of short-term 
funds for long term investment in projects. However, no corrective action was 
taken by way of restructuring, which forced the Company to depend on high cost 
fu nds. 

The substantial increase in current assets and loans and advances in 1999-2000 
was due to borrowing of Rs.695.56 crore from market by issue of bonds for 
financing infrastructure projects on behalf of Government of Tamil Nadu and 
keeping the mobilised funds in personal deposit account with Reserve Bank of 
India (RBI)/Government account. 

fNDSEARCH, Pune which conducted (October 1998) a study of the financial 
performance ofthe PSUs on behalfofComptroller and Auditor General oflndia 
reported that the performance of the Company needed improvement, after 
evaluating various parameters like profitability, assets utilisation, net worth, etc. 

2A. 6.1 Return on im,estment 

A table giving a summary of investment and dividend income during the last five 
years is given in Annexure-9A. 

(i) It would be seen thererrom that as against a total investment of Rs. 171 .92 
crore during 1999-2000, the dividend received worked out to Rs.9.84 crore only, 
which represented a return on investment to the extent of 5. 72 per cent. It would 
be further observed rrom Annexure that a major portion of dividend income 
(Rs.50.86 crore) was earned from five companies only, wherein the average 
investment was Rs.64.95 crore, whereas in 74 companies, where the average 
investment was Rs.99.02 crore, the dividend was negligible (Rs.0.48 crore) during 
the period rrom 1995-96 to 1999-2000. (ii) Perusal of working results of 
Company (Annexure-9) revealed that the Company's income was primarily 
through interest earning, i.e., from non-core activities and the return on the main 
activity viz., equity investment was meagre. 

2A. 6. 2 Financial restructuring 

Considering the overlapping functions of six Government Companies (Serial 
Numbers 9, 14, 15, 25, 50 and 52 of Annexu re-2) engaged in Industrial 
Development and lnrrastructure, Raghavan Committee constituted (January 1997) 
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by Government recommended (October 1997) for merger of all the companies to 
form a single Company, which has not yet been implemented (September 2000). 
Without taking any action on these suggestions, the Company appointed (Apri l 
1998) a consultant (A.F.Ferguson and Company) at a fee of Rs.34 lakh for 
restructuring of the Company with a view to suggest among other things, 
measures to identify sources for financing projects, steps for recycling funds 
through disinvestment and rectifying mismatch in application of short term funds 
for long term investments. Though the consultant submitted the Report in January 
1999, the Company did not take any action for want of Government ' s approval. 
Thus, the expenditure of Rs.34 Jakh remained unfruitful besides foregoing the 
benefits envisaged. No further follow-up was made by the Company. 

The Company identified new projects and after getting approval from 
Government, enters into an agreement with tbe promoter specifying the 
investment limits, project cost estimates, etc. The Company is required to extend 
assistance, viz., land development, sta.tutory clearance and to monitor the progress 
by participation in the Board of the promoted company. 

Detai ls of projects developed by the Company since 1nception are given tn 

Annexure-98, which revealed the following 

(a) Performance of compatties wlziclt wmmence.d production 

(i) Of the total number of 136 assisted compames, production commenced 
only in 79 companies (Equity investment - Rs 17 1.92 crore as on 31 M arch 2000) 
out of which only 13 were earning profit . The dividend was declared mainly b) 
five companies amounting to Rs.S0 .86 crore during the period from 1995-96 to 
1999-2000. 

(ii) Out of the remaining 66 companies whrch incurred losses, in case of 26 
companies accumulated losses amounting to Rs.41 9. 74 crore (March 1 999) had 
far exceeded the investment of Rs.68.95 crore. Consequently, recovery of 
investment in these case;; was doubtful due to stoppage of operations/erosion o f 
net worth. 

(h) Projects under implementation 

(i) The Company was implementing 23 proj ect ~ (i ncluding 12 for w hich 
agreements are yet to be signed), iM which a sum ofRs 13 79 crore was investe~ 
up to March 2000. 

(ii) The Company incurred Rs. 12.70 crore on miscellaneous expendi ture in 
respect of 147 projects till March 2000 Of these, 52 projects with cumulati ve 
expenditure ofRs.0.60 crore were not continued after March 1997. This indicates 
that the Company undertakes projects without due assessment. 

(c) Prrdects abandoned 

During the period under review, the Company had written off promotional 
expenses of Rs. l .52 crore for 93 projects {including 76 projects implemented 
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without agreements and 17 abandoned projects where agreements had been 
entered into (Rs.O. 92 crore)} due to unviability. 

(d) Failure to achieve objectives of Industrial Policy 

(i) The main objective put forth by Government of Tamil Nadu under their 
Industrial Policy ( 1995-96) was promotion and development of infrastructure 
facilities, viz., development of land, supply of power/water, etc., to facilitate 
industrial development in the State. However, only one (TIDEL Park Limited) 
out of ten infrastructure projects taken up under this sector was completed. ln 
case of the remaining nine projects, even land acquisition is yet to be completed 
and an expenditure of Rs.9 04 crore was already incurred in four projects for 
which agreement executed between 1991 and 1998. 

(ii) Company' s promotion of industries in the State was not balanced in view 
of concentration in selected Districts and growth in limited sphere of industries 
viz., Chemicals/Iron and Steel. No industry was developed in two districts viz., 
Virudhunagar and Trichy and only one industry was developed in each of nine· 
Districts. 

(iii) Investments in six companies floated by well known industrial houses was 
Rs. ll4.87 crore and accounted for the bulk of investment (66.82 per cent) and 
the balance 33 . 18 per cent of investment was spread over 73 companies. 

2A. 7.1 Ineffective project appraisal 

A scrutiny in audit of the appraisal made by the Company ofthe projects revealed 
that (i) the Company does not have any detailed data bank of the projects 
promoted/proposed to be financed . (ii) the Company had not also evolved any 
benchmark/parameter for evaluation of projects with reference to size and 
category of the industry. The consultant appointed by the Company 
recommended (January 1999) drafting of experts from financial institutions to 
have professionally sound and effective project appraisal. The Company was yet 
to implement the recommendations. (iii) the Company had also not established 
any cell for market study/ research to equip itself with the development of the 
industry. In the absence of this and also data bank, the Company relied on the 
promoters for the feasib ility report. 

Due to these deficiencies and ineffective project appraisal, a number of projects 
taken up were not successfu l as discussed in the succeeding paragraphs. 

A test check of projects implemented and completed/abandoned revealed various 
deficiencies viz., selection of improper technology, insufficient viability study, 
irregular funding, continuance of unviable projects, etc. In this regard, certain 
cases are discussed below : 

Dindigul, E rode, Karur, Namal<l<al, Pcrambalur, Pudul<ottai, Sivagangai, 
Tirunclvcli and Villupuram 
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(a) .!.K Pltarmacltem Limited (.IKPL) 

For setting up a penicill in plant at Cuddalore, J .K. Industries (JKl) was identified 
as a promoter in August 1987 and a Company "J.K. Pharmachem Limited 
(JKPL)" was formed . Due to delay in implementation ( 41 months), the cost of the 
project was revised from Rs.90.82 crore to Rs.210 crore. The Company' s share 
of equity investment amounting to Rs.9.90 crore (including premium ofRs.4.95 
crore) in the project was made in May 1994. As JKPL could not raise additional 
funds to meet the increased project cost, the Company invested (May I 994) 
Rs.8.96 crore in the Non-Convertible Debentures (NCD). The JKPL commenced 
commercial production in March 1995 and had been incurring losses since 
inception, which accumulated to Rs.57.67 crore (March 1999). 

An analysis in Audit revealed that (i) the selection oftechnology for the project 
was not proper since TIDCO had found (July 1988) it to be inferior even prior to 
selection. (ii) as the project was appraised to be unviable, further investment of 
Rs.8.96 crore in NCDs was not justified. Consequently, no interest was paid by 
the JKPL since September I 997. The Company had since agreed to postpone the 
interest dues (Rs.2.63 crore) by three years involving a loss of interest Rs. I I 0 
crore. (iii) after the liberalisation of import policy since 1991 , there was slump in 
the selling price of penicillin. However fresh market study was not conducted to 
reassess the demand before investment. 

Thus, the Company's decision to promote the project despite prior knowledge of 
inferior technolo!:,ry and without market survey and further investment in 
debentures of known unviable project resulted in locking up of Rs. 18.86 crore 
besides interest loss of Rs. I . 1 0 crore. 

(b) Rama Qua/itex Limited (RQL) 

An export oriented weaving mill for manufacture of cotton and blended grey 
fabri cs was set up in Hosur (Dharmapuri District) by RQL at a cost of Rs. l 6. 93 
crore in which the Company invested Rs. 1.90 crore (October 1993) as equity 
capital. RQL commenced commercial production in April 1995 and ended with 
a net loss of Rs.0.94 crore up to March 1996. ln spite of incurring losses and 
poor capacity utilisation, the Company further invested Rs.0 .76 crore (December 
1996) in the expansion project for manufacture of denim clothes. RQL continued 
to incur loss, which accumulated to Rs.8.27 crore as of March 1999. The 
Company was looking tor an additional promoter to bring funds for revival. Audit 
analysis revealed that while appraising the project (i) the Company assessed that 
the main financial indicators viz., Break Even Point and Internal Rate of Return 
( 19.4 per cen t) were not satisfactory. Even marginal fluctuations in cost of raw 
materials or selling price would affect the viability seriously. (ii ) Further, no 
market survey or viability study was undertaken before investing Rs.0.76 crore for 
expansion of the project. However, it was replied that survey for small Export 
Oriented Units (EOUs) would not normally be done. This is not acceptable since 
market study is an essential requirement for establishing any project. 

Thus, promotion of the project despite adverse financial indicators and without 
any market survey resulted in unproductive investment of Rs .2.66 crore. 
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(c) SKM Egg Products Export (India) Limited (SEPEL) 

The Company had promoted SKM Egg Products Exports India Limited (SEPEL) 
in April, 1995 for manufacture of egg products at Cholangapalayam in Erode 
District at an estimated cost of Rs.35.50 crore. The equity ( 11 per cent) 
investment amounting to Rs. 1.91 crore was released during 1997. Under a special 
scheme of Ministry ofFood Processing, Government ofindia granted soft loans 
to Government Undertakings to enable them to take equity participation in joint 
venture projects engaged in poultry and egg processing. No interest was payable 
on these loans for three years and 15 per cent interest was payable subsequently. 

As the Company had already released the equity to SEPEL, the soft loan of 
Rs.0.96 crore granted by Government oflndia to enable equity participation was 
to be retained by the Company. However, the Company in turn released 
(September 1997) the loan of Rs.0.96 crore to SEPEL, as interest free loan in 
addition to Company's equity contribution of Rs.1.91 crore. 

SEPEL, which commenced commercial production in July 1997, had been 
incurring losses due to very low capacity utilisation (20 per cent). The 
accumulated loss was R~ . 11.18 crore up to September 1999. 

A review in Audit indicated that (i) the manufacture of egg powder was sensitive 
and internationally approved standard was to be maintained for their export to 
foreign countries, which was difficult for the Company to ensure due to high 
percentage of chemical residues (ii) at the time of appraisal the Company did not 
ensure availability of quality poultry feeds which turned out to be a major 
constraint and (iii) no market survey was done to assess the demand for the 
product in export market, even though the project ~as promoted as I 00 per cent 
EOU. 

Thus, promotion of project without proper appraisal and further grant of loan 
resulted in Jocking up of investment of Rs.2.87 crore. The release of loan in 
addition to the equity contribution resulted in unintended benefit to SEPEL 
besides interest burden of Rs 0.42 crore to the Company calculated at the rate of 
15.50 per· cent for the period !Tom 24 September 1997 to 2 1 July 2000. 

(d) Jm·e~;tmenf in floriculture projects , 

The Company had promoted three floriculture projects as detailed below during 
the period from 1994-95 to 1995-96. 

SI.No. 

I. 

2. 

3. 

Name of the project 

Harrisons Universal Flowers 
Limited, Hosu r 

Su' a rna Florex Limited, 
Hosur 

B loomin~ Meadows Limited, 
Hosur 

Total 

Compan~·'s Accumu-
in,·estment lated loss 

(Rupees in crore) 

0.02 1.8~ 

0.8~ 5.88 

0.21 2.76 

1.07 
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The above projects failed mainly due to (i) Lack of infrastructure facilities, (ii) 
High cost of planting materials, (iii) Absence of cold storage facilities in Airport 
and transit points, (iv) Levy of Tax by European Community on export and (v) 
High cost of airfreight. 

Despite being aware of the failure of floriculture projects and having lost a sum 
of R I 07 crore on three such projects, the Company decided to promote a 
floriculture infrastructure project by selecting (December 1997) CCL Flowers and 
Associates as co-promoters and formed a new Company viz., TANFLORA 
Infrastn1cture Park Limited (TIPL) in Hosur, Dharmapuri District The estimated 
cost of the project was Rs.24 85 crore and the Company was to contribute 
Rs.2.91 crore under joint sector agreement. The Company spent Rs.29 lakh on 
the project up to March 2000. 

In response to Audit ob er\'ations on the viability of floriculture project, the 
Company replied that TIPL was promoted in the model oflsrael Co-operative ­
Agreko with the aim of providing complete facilities under one 'Umbrella to the 
proposed floriculture units. The Company's reply is not tenable in view of the 
failure of the earlier floriculture projects and also the limitations faced in 
promoting such projects as brought out in the preceding paragraph. It was 
noticed that financial institutions also cautioned against funding the floriculture 
project. Further, the Company had neither identified prospective users of the 
proposed facilities nor established markets for the products grown. 

(e) Southern Iron and Steel Company Limited (.()ISCOL) 

Southern lron and Steel Company Limited (SlSCOL) at Mettur, Salem District 
was promoted ( ovember 1990) for production of pig iron of 1.8 lakh MT per 
annum. The Company paid Rs.S. 78 crore in July 1992 as equity contribution to 

ISCOL. 

Even before formation of the project, the Company was aware (July 1990) of the 
anticipated glut in the market and the possibility of reduction of Customs Duty on 
pig iron. Sl SCOL stated (December 1993) that the viabi lity of the pig iron project 
was adversely affected due to easy availability of pig iron from new units which 
had already commenced production and also due to availabil ity of cheaper 
imported pig iron. Hence, SISCOL (December 1993) came up with a proposal 
for manufacture of steel billets as forward integration to the pig iron project and 
sought for additional equity contribution. Though the assisted Company could not 
commence operation without assessing the necessity and disregarding adverse 
financial indicators, the Company again invested (September 1994) Rs.l 0. 72 crore 
including share premium of Rs.8.25 crore which was not originally envisaged. 

New imported casting machine required for expansion project was estimated at 
Rs. 12 crore but Sl SCOL impor1ed unused second hand caster at a cost of Rs.2.40 
crore and spent Rs.8. I 0 crore for reconditioning. It was noticed in audit that the 
Managing Director ofS lSCOL, who was the Chairman ofthe purchase committee 
which approved import of second hand machinery (December 1994) also ordered 
for reconditioning of the machinery at exhorbitant cost of Rs.8. l 0 crore by 
engaging (September 1995) contractors. In spite of the machine being found 
defective on several counts, the Company did not exercise their right at 
appropriate time to stop the import of second hand machine. Again, due to time 
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and cost over run and change in scope of steel plant, the project cost was revised 
(December 1997) from Rs.450 crore to Rs 688 crore. To meet the additional 
cost, the Company invested (May 1998) Rs.9.90 crore towards 15 per cent 
redeemable preference shares even though they were not bound to subscribe. An 
aggregate investment of Rs.26.40 crore, constituting 15.4 per cent of the total 
investment of the Company in the State was made in SISCOL. Company replied 
(May 2000) that the steel industry was in recession globally and SISCOL was 
e ·pected to perfonn well in future T11e reply of the Company is not tenable, since 
the accumulated loss up to March 1999 was Rs.73 .68 crore, thereby eroding the 
entire capital. Despite prior knowledge of poor scope for survival of pig iron 
project, and di sregarding the adverse financial indicato rs and injudicious import 
o f machinery, the Company invested Rs.26.40 crore, which remained locked up 
without scope for recovery as the entire share capital had been eroded by March 
1999. The management had not fixed any responsibility on the officers concerned 
for the deficiencies. 

(f) Navodaya Mass Entertainments (Pril1ate) Limited 

1t was commented in the Report of the Comptroller and Auditor General of India 
for the year ended March 1993 (Commercial) that investment of Rs.O. 83 crore in 
an on going amusement park project set up in Tambaram (Kancheepuram District) 
viz., avodaya Mass Entertai nments ( Private) Limited (NAME) was outside the 
scope of the Company. Due to time and cost over run, NAME approached (July 
1994) the Company for further equity participation of Rs.18 lakh The Company 
was not bound to finance the cost over run as per the promo ters' agreement. 
However, additional capital o fRs 18 lakh was released ( December 1994) despite 
knowledge of poor financial position and unviability of the project . 

The park opened in August 1995 started incurring loss since inception and 
accumulated loss up to March 1999 "vas Rs I 2 16 crore against the paid up capital 
of Rs. I I . 79 crore. The failure of the project was attributed to locational 
disadvantage, lack of commercial acumen of the promoters. Despite earlier Audit 
comment on investment in thi s proje~t in 1993 and poor financial indicators, the 
Company 's decision to invest Rs 18 lakh additionally in 1994 lacked justification. 

(g) A mmonium Nitrate am/ Concentrated Nitric Acid (AN & CNA) 
pn~ject 

The ill planned implementation of the Ammonium Nitrate and Concentrated Nitric 
Acid (AN & CNA) project by Tamil Nadu Industrial Explosives Limited (TIEL), 
a subsidial) of the Company was commented in the Report of the Comptroller and 
Auditor General of India (Commercial) for the year 1988-89 The COPU 
recommended ( 1993) that the machine1y imported for the project remaining idle 
was to be urought to beneficial use. The Company decided ( 1989) to club the 
Ammo nium Ni trate and Ani line project into a sing le integrated Nitrochemical 
complex and selected Sterling Computers Limited ( CL) as a co-promoter 
Accordingly, a new Company Sterling Nitrochemical Limited (SNCL) was 
formed As the promoter had backed out, it was taken over by the Company from 
TIE L {April 1990) for implementation . As the Company could not identify a 
suitable promoter, it was decided ( ovember 199 1) to implement the project on 
its own at an estimated cost of Rs.60 crore but later decided (March 1992) to 

23 

• 



Investment in 
contn l\·cntion of 
Board 's dirccth c 
pro,·cd unfrui tful. 

Compan~ 's equit~ 
investment of 
Rs.25. 76 crorc in its 
suhsidiar~· companies 
pro\'Ctl unproduct in 
11nd ath ancin~ loan 
caused interest loss of' 
Rd8.20 crorc. 

A udit Report (Commercial) for the year ended 31 March 2000 

abandon the project since it was not found viable. While approving the 
abandonment, the Government directed (February 1994) the Company to di spose 
of the machinery. However, no further action was taken and the machinery valued 
at Rs. 7.30 crore were continued to be kept in bonded warehouse for the last 12 
years. 

Audit analysis revealed that (i) the condition of the machinery after prolonged 
storage and the suitability of the technology at this point of time were not assessed 
by the Company and (ii) the Company was liable to pay Customs Duty of Rs.6.40 
crore to take possession of the machinery and because of the prohibitive cost, the 
project had become unviable. Company's delay in implementation of the project 
and failure to dispose of the asset, resulted in avoidable recurring annual 
expenditure of Rs.8 lakh towards storage and insurance. 

Thus, the Company had not complied with the recommendations of COPU in 
bringing the machinery to beneficial use and the continued indecision led to 
obsolescence of machinery worth Rs.9.34 crore (including other expenses) besides 
recurring avoidable annual expenditure. 

(h) Bharat Oil and Chemical Industries Limited 

The Board of Directors of the Company approved (March 1998) a project for 
castor processing at Manali, (Thiruvallur Distri ct), at a cost of Rs.12 85 crore with 
a co-promoter viz., Nor1hern Projects Limited (N PL) subject to a condition that 
the Company would release the matching funds only after the co-promoter 
fi nalised the loan tie-up and documentation with banks and Financial Institutions. 
However, without completion of loan documents the Company released (April 
1998) a sum of Rs.16 lakh. 

As there was no progress in implementation of the project, the Company decided 
(December 1999) to abandon the project with the result the investment of Rs. 16 
lakh in contravention of Board 's directive became unfru itful. 

(a) Tamil Nadu Industrial Explosives Limited (TIEL) 

TlEL was promoted by the Company in 1983 with contribution of Rs.22. 14 crore 
being 82.13 per cent of share capital held by the Company. In addition, financial 
assistance to the extent ofRs.3 1.87 crore by way of loans was extended to TIEL 
during 1985 to 1995. The subsidiary Company was referred ( 1992) to Board for 
Industrial and Financial Reconstruction (BfFR) due to uneconomical operations 
on account of poor utilisation of resources and the rehabilitation process is yet to 
be completed. As per Government Orders (December 1994 and March 1995), the 
loan extended to the subsidiary Company was adjusted against Government dues 
but without claiming interest, which amounted to Rs. 15.98 crore. The Company 
while accepting the fact of interest loss informed (October 2000) that the 
subsidiary companies suffered losses contrary to expectations and hence, no return 
was received on the equity investment. 
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Thus, due to poor operations of subsidiary Company and grant of loan without 
interest, the Company had to bear interest burden of Rs. 1 5.98 crore, besides 
keeping their investment ofRs.22.14 crore in this venture without return . 

(b) Tamil Nadu Magnesium and Marine Chemicals Limited (TMML) 

TMML was promoted in 1987 with equity investment of Rs.3.62 crore. As the 
subsidiary Company was incurring losses since inception, Company extended loan 
assistance to the extent of Rs.6.52 crore up to. February 1998, which were 
adjusted against the dues to Government (December 1994 and May 1998). 
Company could not claim any interest on the loans given to TMML in the absence 
of any specific condition for charging interest. The Company suffered interest loss 
ofRs.2.22 crore on the funds extended to TMML. ln October 1998, the equity 
shares were transferred in favour of Government. 

Thus, due to poor operational performance of both the subsidiaries, the investment 
of Rs.25. 76 crore remained without any return and the Company had to bear 
interest burden of Rs .l8.20 crore on extending financial assistance without 
interest. 

:.: .. ·· . :' 
,.:.:: . 

The Company incurred certain expenditure, which proved unfruitful due to its 
injudicious decisions. Audit observations on selected projects taken up for 
implementation but not materialised are discussed below: 

(a) Non-recovery of preliminary e.xpenditure due to absence of provision 
in the promoters ' agreement 

The Company signed promoters ' agreement (September 1994) with Pennar Group 
of Companies and formed Pennar Refineries Limited (PRL) for establishing an oil 
refinery with a capacity of2 MMT per annum. PRL decided (September 1995) 
to enhance the capacity rrom 2 MMT to 5 MMT and also for import of second 
hand machinery rrom Germany for the project to be set up at Cuddalore. The 
project cost was also increased from Rs.645 crore to Rs.21 00 crore. 

At this stage, PRL became a wholly owned subsidiary ofNagarjuna Fertilizers and 
Chemicals Limited (NFCL) and was renamed as Nagarjuna Oil Corporation 
Limited (NOCL), which resulted in lapsing of the agreement with PRL and a rresh 
agreement was entered (January 1998) for setting up a refinery estimated to cost 
Rs.3480 crore. [n the meantime, the Company started incurring preliminary 
expenditure, viz., telephone/travel towards the project, which accumulated to 
Rs.39 lakh till March 2000. Thus, the expenditure was incurred by the Company 
on projects in which they were not even partners and the amount was shown as 
preliminary expenses. Since there was no enabling provision in the new agreement 
between the Company and Nagarjuna Group, the chances of recovery of Rs.39 
lakh spent on the project are remote . . 
The Company replied (May 2000) that the amount spent would be adjusted 
against equity contribution to be made to the new Company. The reply is not 
acceptable as the agreement entered into by the Company with Naga~una Group 
did not provide for recovery or adjustment of amount already spent by the 
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Company. Further, the Company was yet to identify sources for contributing 
increased equity commitment ofRs.128 crore. 

(h) Loss o.f interest due to utwutlwrised payment for land acquisition 

The Company made (November 1995) an advance payment of Rs.2.00 crore to 
Chennai Metropolitan Development Authority (CMDA) on behalf of Government 
of Tamil adu for acquisition of land for the purpose of establi shing an industry 
for manufacture of passenger cars in Tamil Nadu by Mahindra Ford Industries 
Limited. Even though the payment was stated to be made on behalf or 
Government of Tamil Nadu, it was neither approved by Board of Directors nor 
by Government Further, the Company incurred a sum of Rs.2.20 crore ( 1995-96) 
towards land development and ex-gratia payment from October 1995 to October 
1996. 

CMDA had reimbursed the payment of Rs.4 .20 crore in ovember 1997. Since 
the above payments were made out of borrowed funds, the Company claimed 
interest from Government for the belated receipt ofland cost. Without accepting 
the interest claim, the Government questioned the Company regarding the 
authority for advance payment. In as much as the Company was not associated 
with the project, irregular release of funds to CM DA resulted in interest loss of 
Rs.2.09 crore. 

(c) Irregular equity contribution for working capital requirements 

Saptharishi Agro Industries Limited (SAIL) was set up at Maduranthagam 
(Kancheepuram District) in 1992 as a joint sector Company with Company's 
equity contribution of Rs 2. 73 crore. The unit was incurring loss since inception 
and the accumulated loss up to June 1995 was Rs.4.13 crore. 

Despite the poor performance cf SAIL, the Company released (July 1995) a sum 
of Rs.26 lakh as additional equity for working capital requirements, which was not 
covered by objectives of the Company. Even after the flow of funds, SAIL 
suffered loss, which accumulated to Rs. J9 4 1 crore as of December 1999 thereby 
eroding net worth. 

Thus, the contribution of equity funds for meeting working capital needs was 
unwarranted and the total investment of Rs.2. 99 crore remained unproductive. 

2A.II.I Di.~im•e\tment policy ami guidelines 

Though the Company has been functioning for over three decades, it has not yet 
evolved a clear policy for systematic, regular and timely disinvestment of its share 
hold ing in its assisted companies. As a result, Company's resources remained 
locked up in some companies for over a decade, hampering recycle of funds for 
investment in new projects Jn 1990, the Government of Tamil Nadu issued 
guidelines for disinvcstments. Accordingly, investments in assisted Companies 
had to be reviewed after three years from the date of promoters' agreement, 
the first offer was to be made to the co-promoter and price per share to be 
determined in accordance with a form ula prescribed. A review of the 
implementation of the above guidelines revealed that (i) out of investments of 
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Rs.50.71 crore in 53 companies as of March 1990, only 20 per cent were 
disinvested till date. (ii) Even after issue of guidelines in April 1990, holdings in 
on)y 17 companies were disinvested. The Company did not analyse the possibility 
of disinvestment in the light of Government guidelines, which resulted in lost 
opportunities and erosion in the market value of investment to the extent of 
Rs. I 06.80 crore in 16 Companies test checked. (iii) the Company continued to 
hold (March 2000) major chunk ( 46 per cent - Rs.68. 18 crore) of its investments 
in four Companies for more than a decade. 

ln this connection, it was replied by the management (October 2000) that the 
decision to disinvest the shares of companies performing well was delayed to get 
reasonable return on investment. This reply is not acceptable since it is in 
violation of Government guidelines and also deprived the Company of the 
resources required for further development. 

It was noticed in audit that the guidelines governing disinvestment issued ten years 
back were not reviewed/revised in spite of liberalisation of economy and 
consequent impact on the performance of these companies. Further, the 
consultant appointed by the Company recommended (January 1999) for 
disinvestment of all profitable and dividend declaring companies in a phased 
manner in the next three years to generate resources required for new projects. 
However, the Company has not taken any action in this regard . 

2A. II . 2 .\ystem deficiencies 

A review of the policy, guidelines and disinvestments already made revealed the 
following deficiencies: 

(i) Absence of system for automatic disinvestment or compulsory review of 
the investments after the assisted Company commenced commercial production, 
which was in vogue in other States. 

(ii) Lack of powers to the Board for taking disinvestment decisions beyond 
Rs.50 lakh and inordinate delay in approval by Government. 

(iii) Absence of policy/methodology/procedure for disinvestment of share 
holding in sick Companies where adoption of existing guidelines or determination 
of share value as per the prescribed formula would be unrealistic. 

(iv) Continued holding of shares in some profit making Companies without any 
time limit, which hampered ploughing back offunds. 

(v) Absence of regular monitoring of share prices and professional appraisal 
for disinvestment at appropriate time. 

In this connection, it was replied (September 2000) that the Company had already 
approached the Government for appropriate mechanism of disinvestment, inter 
a lia providing for (i) enhanced powe.-s to the Board, (ii) system for automatic 
disinvestment, (iii) compulsory sale of sick companies and (iv) engaging services 
of experts for disinvestment appraisal. Pending final decision, the Company 
continued to suffer the abo-ve deficiencies and consequent losses. 

2A. ll.3 Disinvestment in assisted companies 

Test check of cases revealed that the Company suffered heavy losses due to its 
failure to take appropriate disinvestment decisions, which are discussed in detail. 
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(a) Failure to disinvest despite f avourable market 

(i) SPIC Organics Limited (SORL) 

SPIC Organics Limited (SORL) which was promoted in 1985 was suffering losses 
since inception. However, the shares (face value ofRs.l 0 per share) were quoted 
in the range of Rs. l 0 to Rs.17 during 1993-95 . Despite the provision in the 
promoters' agreement for di sinvestment one year after commencement of 
production, the Company failed to exercise the option at an appropriate time. Due 
to continued losses, the market price of share had gone down to Rs. l .50 (October 
2000) thereby reducing the scope of recovery of the investment of Rs.7.48 crore 
The Company replied (May 2000) that disinvestment in SORL would be made at 
appropriate time. 

(ii) Asian Bearing Limited (A BL) 

The Company invested ( 1974) Rs.3.45 crore in Asian Bearing Limited (ABL), 
which recovered in 1993 after facing sickness. The shares (face value of Rs. I 0 per 
share) were quoted in the range of Rs. l2.50 to Rs.24 during 1994-95. Even 
though the Company had an option to disinvest the shares, no attempt was made 
despite no return received on this investment. The share prices of ABL got 
reduced to Rs.4 and as such the chances of recovery of investment are remote. 
Thus, the failure of the company to take timely disinvestment decision resulted 

in locking up of Rs.3.45 crore. In thi s connection, Management replied (February 
2000) that disinvestment to co-promoters as per formula price would be protitable 
instead of selling them in open market. The reply is not acceptable since effective 
and timely action was not taken. 

(iii) Portfolio investment in TNPL 

Irregular investment ofRs.6.60 crore in six lakh shares ofTamil Nadu Newsprint 
and Papers Limited (TN PL) with a premium of Rs I 00 per share was alread) 
commented in the Report of the Comptroller and Auditor General of India 
(Commercial) for the year ended March 1997. Failure of the Company to 
di sinvest the shares at appropriate time is discussed below: 

The Company made (December 1995) a portfolio investment of Rs. l .80 crore as 
share application money and the allotment money was to be paid before 15 April 
1996. An offer was received (March 1996) from a share broker for offioading the 
shares at the then market price of Rs.82.50 to Rs.83 75 per share, against Rs.30 
paid as appli cation money. However, the Company did not accept the otTer 
stating that the rates wou ld improve further and Government approval was to be 
obtained. Allotment/call money of Rs.4.80 crore was subsequently paid in April­
Ju ne 1996. The price ofT PL shares invested at a cost of Rs. ll 0 per share got 
steeply reduced thereafter and quoted at Rs.30 currently (September 2000). Thus, 
the Company' s investment of Rs 6.60 crore without Government approval and its 
failure to dispose the shares when there was better offer resulted in foregoing a 
gam of Rs.3. 15 crore besides locking up of Rs.6.60 crore without scope for 
recovery. 
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(h) Loss due to delayed approval by Governm ent 

(i) A utomotive Coaches and Components Limited 

The Company had invested (March 1981) Rs.47 lakh as equity and Rs.29 lakh as 
interest free unsecured loan in Automotive Coaches and Components Limited. The 
co-promoter M/s. Ashok Leyland agreed (January 1992) to buy back the shares 
of the Company at a price as per the formula prescribed by Government and pay 
off the interest free loan in September 1994. Though the Company accepted 
(April 1992) the proposal of the co-promoter, Government accorded their 
approval only in September 1996, i.e. after four years. 

The co-promoter, however, withdrew his offer for buy back of shares and repaid 
only the loan in July 1997 and June 1998. Due to delay in approval by 
Government, the Company had to forego a gain ofRs.46 lakh and interest loss of 
Rs. l3 lakh, on belated recovery of interest free loan. Further, t he Company lost 
the opportunity of recovering investment of Rs.4 7 lakh. The Company had replied 
(April 2000) that the shares would be disinvested. However, there was no 
response till date to the fresh offer made by the Company in January 2000 to the 
co-promoter. 

(ii) Tamil Nadu Dadlta Pharmaceuticals 

The Company offered (September 1993) to sell its share holding in Tamil Nadu 
Dadha Pharmaceuticals Limited and obtained the acceptance of the co-promoter. 
The disinvestment proposal sent (November 1993) by the Company was approved 
by the Government in May 1997, i.e. after delay of three years. 

The sale proceeds ofRs.3.75 crore was received in May 1997. Due to delayed 
approval and consequent delayed realisation of sale proceeds, the Company 
suffered loss of interest to the extent of Rs. l.58 crore. 

(c) Avoidable delays in disinvestment 

(i) Loss due to delay in disinvestment r~f purchased shares in Titan 
Industries Limited 

The Company was ho lding 26 per cent of shares ofRs. l 0 each in Titan Industries 
Limited (TIL) . The Company received (June 1992) an offer from the foreign co­
promoter v iz ., France Ebaches (FE) to sell their shares including the rights 
thereon. 

The matter was reported to Government, who approved (September 1992) further 
investment of Rs. l8. 11 crore at Rs. 125 per share cum rights from Company's 

~ internal sources. Further, the Government authorised the Company 
simultaneously ~o di sinvest the shares purchased from FE without reference to 
Government at a minimum price of Rs. l25. The Company purchased (November 
1992) 9 17646 shares of face value of Rs. I 0 each and paid Rs. 9 .18 crore including 
prem1um. 

Aud it analysis revealed the following: 

The Company' s investment was unwarranted as it provided a 
meagre return of I to 3 per cent only dwing last seven years as compared to the 
cost of more than 15 per cent incurred on raising funds/borrowi ngs. 
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Though the shares of T l L were quoted above the purchase price 
of Rs. 125 from 1993 to 1996, the Company did not take action for disposal in 
spite of a decision already taken to disinvest them (February 1994). 

Failure to disinvest the shares purchased from FE resulted in 
foregoing a gain of Rs 4.59 crore besides forcing the Company to incur avoidable 
interest burden of Rs 6 22 crore during the period. lt was replied (April 2000) 
that appropriate action would be taken after a review. 

(ii) Loss due to non-disinvestment of I() year debentures 

The Project Investment Committee (PIC) of Government whi le approving the 
Company's proposal for inwestment in the 12 5 per cent debentures issued by 
Titan Industries Limited directed (July 1989) the Company to negotiate with joint 
sector partners for disinvesting the Part C (non-convertible into shares) of the 
debenture, which was valued at Rs I 44 crore redeemable at par at the end of I oth 

year ( 1999) from the date of allotment. 

ln April 199 1, TAT A Share Registry Limited (TSRL) approached the Company 
for purchase of non-convertible portion (Part C) of the debenture of Rs.200 each 
at Rs. 176 and it was revised as Rs.177 in June 1991 , but without further extension 
of time. The offer of TSRL had, however, expired before the Company decided 
(March 1992) on the proposal. Having realised (March 1992) that disposal of 

COs would result in a gain of Rs. I 32 crore, the Company decided to disinvest 
them by re-negotiation. Further, the Company did not negotiate with any other 
financial institutions in this regard. As a result, these debentures were retained for 
seven more years with a low return and were redeemed as per schedule only in 
September 1999. 

Thus, the delay in decision to disinvest the debentures resulted in locking up of 
Rs. 1.44 crore for seven years involving a lo s of interest of Rs. 72 lakh. 

(d) Loss due to want of Ciol'ernment approval for disinvestment 

In accordance with the revised policy (I 989) of the Government for limiting 
investment to I I per cent of paid up capital of the assisted Company and in order 
to meet the requirement offunds, the Company decided (March 1994) to disinvest 
its share holding in excess of II per cent in Titan Industries Limited. 
Accordingly, a proposal to disinvest 6217367 shares was sent in March 1994 to 
Government, which had not yet been approved (April 2000). 

The following are the Audit observations : 

Though TIL declared dividend ranging from 25 to 33 per cent 
from 1993-94 to 1998-99, the effective rate of return on 
investment was 5 to I I per cent only, which was much lower than 
the borrowing rate ( 16 per cent) of the Company. 

The failure of the Company/Government to disinvest the excess 
share holding in spite of market price quoted at Rs . 95 to Rs.215 
during 1994 to 1996 as compared to the current price of R .50 
(October 2000) resulted in foregoing a gain to the tune of 
Rs.66.73 crore (calculated at average market price minus average 
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cost), besides, an interest loss of Rs. 9.33 crore on cost of capital 
invested. 

It was replied (Apri l 2000) that disinvestment was deferred due to good 
performance of TIL, dividend yield, absence of avenues for parking the funds and 
anticipated improvement in market situation. The reply is not tenable in view of 
continued low returns and failure of the management to recover optimum price in 
spite of decision taken (March I 994) to disinvest shares. 

(e) Revenue loss on disinvestment due to rlel'iationfrom Gol'ernment 
Orders 

The Company decided (Ju ly 1990) to disinvest the holding of 5880013 shares in 
Tuticorin Alkali Chemicals and Fertilizers Limited (T AC) in favour of the co­
promoter Southern Petrochemicals Industries Corporation Limited (SPIC). lt was 
observed that in deviation of Government guidelines to compute the sale price by 
adopting 10 per cent compound interest per annum over the face value and to 
recover the considerat ion in three annual installments, the Company applied simple 
interest and also permitted remittance in fi ve annual installments. Further, SPIC 
was allowed to receive the dividend though the shares were continued to be held 
in the name of the Company. 

The sale consideration of Rs. ll .97 crore computed at Rs.20 .35 per share was 
completely received by April 1995 and the shares were transferred . Due to 
deviations from Government Orders and procedure followed in other cases, the 
Company had to forego a gain of Rs.5.24 crore, besides interest loss of Rs. 7.55 
crore on revenue foregone. 

It was replied (April 2000) that the agreement with TAC envisaged computation 
of sale consideration with simple interest and even if open tender was invited only 
SPlC would be the potential buyer, who might have quoted low for TAC's share. 
It was further replied (October 2000) that the relaxation of the prescribed formula 
was made by the Government providing for simple interest and to pay the 
consideration in five installments. The relaxation had only favoured SPIC and 
considering the fact that the formula was rigidly applied for all other cases 
including sick cor.1panies, the deviations resulted in loss to the Company. 

Further, the acceptance of unreasonably low price was corroborated by the fact 
that SPIC paid a price of Rs.29.44 per share to other share holders as against 
Rs20 35 per share paid to the Company. In this connection, it was replied by the 
management (October 2000) that the rate of Rs.20.35 was computed based on the 
agreement entered into with SPIC in May 1991 and the offer ofRs.29.44 to other 
share holders was made on I December 1992. This reply is not correct since the 
Department of Company Affairs accorded (24 September 1992) approval for 
transfer in both the cases. Thus, the above transaction would only indicate that 
the price paid by SPlC was much less; which was mainly due to deviations from 
formula . 

Thus, undue benefit extended to SPIC resulted in loss ofRs. 12.79 crore (including 
interest) . 
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(f) Loss of sale consideration due to incorrect computation of share 
pnce 

As per the formula, approved by the Government tor disinvestment, the sale price 
was to be computed by compounding the paid up value of investment at 1 0 per 
cent per annum from the date of subscription less dividends received. While 
disinvesting 10 lakh shares (including 7.5 lakh bonus shares) of Dynavision 
Limited, the Company had, in deviation from formula , compounded the dividend 
received also for arriving at the sale price, which resulted in excess deduction of 
Rs.0.56 crore Further, the Company had adopted I 0 lakh shares (including 7.5 
lakh bonus shares received) as divisible factor instead of2.5 Jakh shares to arrive 
at price per share This reduced the value receivable per share from R 36. 12 to 
Rs. 18.30 resulting in a loss of Rs. l . 78 crore. 

The Company replied (April 2000) that compounding of dividend was correct and 
I 0 lakh shares were adopted based on the share certificates issued. The reply is 
not acceptable in view of (i) the sp~cific condition laid in Government 
Orders/promoters' agreement stipulating compounding of paid up value of shares 
only and no mention about compounding of dividends and (ii) the Company had 
adopted only the shares originally allotted excluding the bonus shares in the case 
of disinvestment in Tamil Nadu Dadha Pharmaceuticals Limited. 

Thus the incorrect computation of share price resu lted in loss of Rs. I. 78 crore. 

(g) Failure to establish any methodology f or disinvestment in respect of 
sick company 

Government of Tamil Nadu approved (April 1990) Company's proposal for 
disinvesting its holdings in Uniorganic Industries Limited (UIL), the accumulated 
loss of which exceeded the paid-up capital. At this stage, the co-promoter offered 
to buy the Company's holding of 589579 shares as per formula price computed 
at Rs. 17.3 I per share. Instead of accepting the offer, the Company decided to 
hold consultation with TIIC/SIPCOT (Government Companies) whose loans to 
UlL were still pending. 

When UIL offered (October 1994) to purchase shares at par (Rs. l 0 per share), the 
Company insisted on the formula price of Rs. 17.3 I per share disregarding sickness 
of the unit and stoppage of operation. With the closure of UlL, the Company had 
treated the investments as bad and doubtful in 1997-98. 

Thus, the failure to evolve methodology for sale price in respect of sick units, 
rejection of the offer, despite poor performance and non-disinvestment of shares 
three years after commencement of production as per Government guidelines 
resulted in loss of Rs. 1.02 crore. 

The above matters were reported to the Government in July 2000; their replies 
had not been received (October 2000). 
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The Company was formed with the mai.n objective of promoting and developing 
industries in the State. The Company had promoted only 90 companies during last 
thirty-five years and only 13 of them are profitable ventures. Considering the 
limited role played by the Company in development of industries in the State, the 
objective of formation of the Company was not acrueved. 

Failure of the projects promoted by the Company was mainly due to improper 
appraisal, ineffective monitoring and continued investment ignoring the 
deficiencies. The Company's performance in disinvestment was also not in tune 
with the Government policies, thereby depriving them of funds for growth. The 
income earned by the Company was mainly through non-core activities viz., 

interest. 

Considering the limited achievement in their role as catalysts for industrial 
development, concerted effort is needed to reorient the strategy with special focus 
on development of infrastructural facilities in tune with Government policies and 
for strengthening the financial structure by appropriate disinvestments. 
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(Paragraph 28.13.3) 

Passenger transportation is an essential segment of economic development and the 
growth of the passenger transportation should ideally be in tune with growth of 
population and urbanisation of the society. The State Government reviewed 
(November 1971) Nationalisation Policy of transport services and till 1971, the 
nationalised transport services were managed by the State Transport Department. 
ln order to ensure greater flexibility in management of nationalised passenger road 
transport services and to effect improvement in efficiency and financial 
performance, the Government decided (November 1971) to form separate 
Government Companies under Companies Act, 1956. Accordingly, four State 
Transport Undertakings (STUs) (Serial Numbers 53 to 56 of Annexure-3) were 
formed ( 1971-72) and subsequently three STUs (Serial Numbers 57, 58 and 60 
of Annexure-3) were formed during 1973-74 to 1974-75. The Pattabiraman 
Committee formed by the State Government to examine in depth the structure and 
performance of the STUs recommended ( 1976) formation ofDistrict-wise STU. 
Government accepted the recommendation and there were 21 STUs till date to 
manage the transport services in Tamil Nadu, which together operated a fleet 
strength of 17033 buses as on March 2000. In addition a separate Company 
(Tamil Nadu Transport Development Finance.Corporation Limited - TDFC) was 
formed (March 1975) to render financial assistance for transport sector and 
another Company (Pallavan Transport Consultancy Services Limited- PTCS) was 
formed (February 1984) to offer consultancy services. 

The STUs are charged with the responsibility of maintaining an efficient, adequate, 
economical and viable system of road transport services in their area of operation. 
The main objectives of STUs are 

(i) To operate road transport services. 

(ii) To buy, sell, operate and lease out all types of passenger and goods 
vehicles. 

(iii) To extend and improve the facilities for road transport in their area. 

(iv) To manufacture, purchase, sell, maintain and repair vehicles, appliances, 
plant, equipment or any other thing required for activities of the STUs. 

(v) To co-ordinate with any form of road transport service. 

Government directed (April 1989) that all Public Sector Enterprises should 
prepare a long range Corporate Plan outlining strategies for achieving financial 
and economic obligation expected from them which was reiterated by 
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Thillainayagam Committee constituted (January 1990) by the Government for 
study of STUs However, none of the STUs have drawn any such Corporate Plan 
(April 2000) despite Government directives. 

The management of STUs is vested with a Board of Directors. All the Directors, 
including the Managing Director are nominated by the Government. At the time 
of formation, the Government decided (January 1972) to make the management 
accountable for operational and financial results by ensuring continuity of 
Managing Director for minimum tenure of three years initially to be extended, if 
necessary. However, in twelve STUs test checked in Audit, out of 48 Officers 
who held the post ofManaging Director, 18 Officers were changed within a year, 
15 were changed within two years, 10 changed within three years and only five 
were continued for more than three years, thus depriving the STUs of continuity 
in leadership. 

Out of 21 STUs with 299 depots, a detailed review of the performance of 16 
STUs covering 59 depots was conducted by Audit during January to April 2000. 
The review covers the operational performance of the STUs with reference to 
parameters like adequacy of transport services, optimum and economical 
utilisation of available fleet, maintenance of fleet, occupancy ratio, economic and 
uneconomic services, cost benefit analysis, operating cost vis-a-vis revenue per 
kilometre, fuel efficiency, man power utilisation, etc., during the last five years 
ending 1999-2000. In order to improve the operational performance of STUs, the 
Committee on Public Undertakings had made several recommendations from time 
to time based on earlier Audit findings/suo-motu review of STUs. The 
Committee's suggestions inter al ia included that (i) auctioning of buses in running 
condition should be followed as it was reported to be profitable. (ii) uneconomical 
routes should be modified suitably, so as to reduce loss. (iii) remedial action 
should be taken for non-operation of buses due to absenteeism. (iv) norms fo r 
consumption of spare parts and reasons for excess consumption should be 
analysed. 

Review of the action taken on the above recommendations revealed that there was 
no progress in the performances which in fact deteriorated as brought out in the 
succeeding paragraphs (vide Paragraphs 28.6.2, 28.7.5 and 28.7.7). 
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28 . 5.1 S ltare capital 

The STt .s are funded mainly by share capital assistance from Government, which 
amounte.:t to Rs.687. 72 crore as on March 2000, which included a contribution 
of Rs.652.53 crore received during the last five years . 

2/3. 5. 2 Borrowings 

The borrowings as on 31 March 2000 was Rs. l 023 .52 crore out of which 
Rs.805 .66 crore was due to TDFC and Rs.85 22 crore was due to 'Government 
of Tamil adu. Since the transport undertakings were incurring cash losses and 
many of them were not able to meet their day-to-day expenditure, Government 
converted (March 1998) the loans already given to equity (Rs. l50.53 crore) 
thereby reducing the interest burden of Rs.23 crore in respect of 11 STUs. Even 
though conversion was resorted to reduce the interest burden, Government 
granted further loans (Rs. l 00 crore in 1997-98 and Rs.27.06 crore in 1999-2000) 
to meet their financial obligations instead of contributing as equity, thereby 
creating a vicious cycle of debt . The STUs were also avai ling of cash credit 
facilities with the bankers for day-to-day operations, which amounted to 
Rs. l03 .38 crore as on 3 1 March 2000. 

2/1.6. 1 Financial position 

The summarised financial position of the 21 STUs are given in the Annexure-1 0. 
The following observations are made: 

In spite of increase in share capital from Rs.35.19 crore in 1995-96 to Rs.687. 72 
crore in 1999-2000, the increase in fleet strength was only 7.42 per cent as 
discussed vide Paragraph 28.7. I . 

Receipt of Rs. 724.54 crore of capital/borrowing during the four years ending 
March 1999 was not utilised for improving the operational performance but spent 
on non-productive expenditure to the extent of Rs.230.69 crore as observed 
during test check of 16 STUs, which is discussed in detail in succeeding 
paragraphs. 

(i) Excess consumption of spares and stores due to use of over-age vehicles­
Rs. l01.52 crore as discussed vide paragraph 28.7.2 (iv) . (ii) Extra interest cost 
of Rs.44.40 crore due to unplanned replacement of vehicles as discussed vide 
paragraph 28.10 (a). (iii) Additional expenditure of Rs.12.38 crore on body 
construction as discussed vide paragraph 28.11 . (iv) Outgo of Rs. 72 39 crore 
due to payment of accident compensation as discussed vide paragraph 28.12.2 (b) 
(i). 
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2B. 6. 2 Working Results 

The working results of21 STUs for the last fi ve years up to 1999-2000 are given 
in Annexure- tl . All the STUs suffered loss, which accumulated to Rs .1446. 94 
crore during the period of review despite receipt of subsidy amounting to 
Rs.397.41 crore. 

Analysis in Audit revealed that the main reasons for heavy losses were 

(i) Increase in establishment cost by Rs.494 .89 crore (66 per cent) during the 
last five years. (ii) Heavy interest burden of Rs. 587.36 crore on borrowings. (iii) 
Loss due to operation of uneconomic routes amounting to Rs.28 . 98 crore as 
discussed vide Paragraph 28 7. 7. (iv) Lower fuel efficiency of buses than the 
norms fixed resulting in additional expenditure of Rs.81 .64 crore as discussed vide 
paragraph 28.8 (ii) . (v) Extra expenditure of Rs .19.62 crore on tyres as discussed 
vide Paragraph 28.9. 

The effects of these losses are 

(i) Heavy dependence on Government share capital (Rs.652.53 crore) and 
external borrowings (Rs.426.34 crore). (ii) Heavy outstanding dues on accot •nt 
of supply of fuel , tyres and other inputs and services, which increased JY 
Rs.275.34 crore during the period. (iii) Inability to renew and augment the fl (.et 
to the desired level as discussed vide paragraph 28.7 .2. 

Besides, the recurring loss indicates an implied subsidy of Rs. l446. 94 crore as 
these STUs are wholly owned by the State Government, thereby defeating the 
objective of formation of independent Undertakings under Companies Act. 

2B. 7. 1 Development of fleet strength 

The fo llowing table indicates the fleet strength of all 21 STUs at the end offive 
ears: 

1995-96 1996-97 1997-98 1998-99 1999-1000 

Fleet strength 15857 16118 1728-t 17008 17033 

The overall increase in fleet strength was only 7.42 per cent during the period 
from 1995-96 to 1999-2000. The net increase in the fleet strength was marginal 
during 1996-97, negative during 1998-99 and 1999-2000. Though an expert 
Committee's recommendations ( 1991) to increase the passenger transport facilities 
in tune with rise in demand was accepted by Government (October 1991 ), this was 
not effectively implemented by STUs because of financial constraints and cash 
losses, despite the release of Rs.652.53 crore of share capital and Rs.426.34 crore 
of external borrowings during the above period. 
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2B. 7. 1. 1 Loss of revenue due to operation of m inibus scheme by private 
operators 

The Government ofTamil adu introduced minibus scheme in the year 1997 for 
the benefit of rural public living in remote vi ll ages. According to the scheme, 
private '>perators are permitted to operate minibus with th~ approved route length 
of 16 K Vls (subsequently increased from 16 KMs to 20 KMs) in rural area ofthe 
State, " ·hich included a route length of four KMs in the already served area of 
STUs. An analysis of operation of scheme by Audit revealed the following: 

(i) Disregarding the interest of STUs, permits were given to private operators 
in the areas well served by STUs. (ii) The area of operation of mini bus viz , 4 
KMs in the served sector was not clearly defined by Government, which resulted 
in unauthori ed operation of minibus in the areas already covered by STUs. (iii) 
In spite of specific complaints by various STUs regarding loss of revenue due to 
overlapping of services, no effective action has so far been taken by Government 
(iv) Though the Government directed (February 2000)STUs to discontinue 
uneconomical routes, which could be economically operated by minibus operators, 
the STUs have not complied with above directives so far (October 2000). 

This resu lted in loss of revenue of Rs.11 .03 crore per annum in respect of 13 
STUs (Serial Numbers 54 to 58, 65 to 67, 69 to 72 and 73 of Annexure-3), out 
of 16 STUs test checked in audit 

2B. 7.2 Age profile of buses 

The age of the fleet has a direct impact on the cost of spares and repairs. The 
following table indicates the age profile ofbuses as per norms laid down by State 
Government in respect of 16 STUs test checked in Audit. 

1995-96 l'<'rcrn 1996-97 Pcn·<'n 1997-98 1'<'1'('('11 1998-99 J>t'I'C<'II· 

-tng<' -tag<' -tag<' tagc 
rota( fl('('f ' tl'l'll!(th 12111-1 100 12251 100 12999 100 12858 100 
at tIll' <'lid of ('at'h 
) Car· 

< 3 ~(':II'S -1725 39 -1255 35 567-1 ...... 5-163 -12 
> 3 ) <':n-s hut less -1-101 37 -1205 3-1 -1330 33 -150-1 35 
I h:m 6 ~ l':U'S 

>6H·:u-, 2888 2-1 3791 3 1 2995 23 2891 23 . 

It was noticed in Audit that (i) The State Government directed (September 1991 ) 
that the express buses be replaced at the end of three years or on completion of 
7.00 lakh KMs, whichever is earlier and the City and Mofussil buses are to be 
replaced on completion of six years or on completion of 7.00 lakh KMs, 
whichever is earlier. The number of over aged vehicles, which required 
replacement as on 31 March 1999 was 3 188 (including 297 express buses), which 
constituted 24.79 per cent of the total fleet strength. (ii) As per the 
recommendation (July 1971) of Association of State Road Transport 
Undertakings (ASRTU), 60 per cent ofthe total fleet strength should be less than 
four years old, but in eight Corporations (Serial Numbers. 54, 55, 57, 67, 70, 72, 
74 and 76 of Annexure-3), this norm had not been followed and was in the range 
of only 33 to 50 per cent. (iii) The delay in replacement was attributable to 

39 



Poor fleet utilisation 
and loss of Rs. l 1.1 9 
crore in three ST Us. 

Loss of Rs.-t 28 crore 
due to non­
achie"ement of 
cheduled kilometres. 

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

inadequate generation of surplus funds. Even though, at the time of formation of 
STUs, the Government directed them to internally generate cash resources for 
timely replacement of over aged vehicles, the Corporations fa iled to evolve any 
strategy for timely replacement of buses. 

The delay in replacement resulted in increase in expenditure on spares and repairs 
amounting to Rs.1 01 .52 crore during 1995-96 to 1998-99 in respect of 16 STUs 
test checked in Audit. 

28. 7.3 Fleet utilisation 

The average number of buses on road divided by average buses in the fleet 
strength represents percentage of fleet utilisation. The position of fleet utilisation 
during four years ending 3 I March 1999, in respect of 16 STUs test checked in 
Audit is given in Annexure-12. The percentage offleet utilisation in Tamil Nadu 
ranged between 91 .92 and 93.73 during the period from 1995-96 to 1998-99 and 
as compared to average utilisation of92.20 per cent in respect of Andhra Pradesh 
and 94 . I per cent in respect of Karnataka during 1998-99 and 1999-2000. 
Though the performance in general was found to be satisfactory , the STUs were 
continuously incurring losses which was mainly due to high cost of operation and 
heavy interest burden as brought out in paragraph 28.6.2. Further analy3is 
indicated that the fleet util isation in respect of three STUs (Serial Numbers 54, 58 
and 72 of Annexure-3) was on the decline and comparatively low which was 
mainly due to keeping the vehicles off the road for want of repairs and spare parts. 
As a result, three STUs together lost 23 1.34 lakh of operative KMs involving a 
loss of contribution amounting to Rs.1 I. 19 crore. The Government released (May 
1999) advance subsidy of Rs.65 crore for 1999-2000 to 19 STUs, so tlS to put all 
the vehicles on road. 

2B. 7.4 Vehicle productivity 

Vehicle productivity indicates the achievement of norm fixed in terms ofKM per 
bus per day. The Government of Tamil adu had fixed (February 1992), the 
norms for vehicle productivity per day namely for Metro services (240 KMs), for 
Ordinary services - plains (450 KMs), for City and town services (350 KMs) and 
for Orindary services - ghats (250 KMs). 

A review in Audit indicated that all STUs except one (Serial umber 72 of 
Annexure-3) achieved the vehicle productivity norm. The unsatisfactory vehicle 
utilisation in ordinary services of Tamil Nadu State Transport Corporation 
Limited, Kanchipuram ranging from 399 KMs to 439 KMs during the period 
under review, was stated to be due to transfer of only short distance routes at the 
time of formation. 

ln order to improve the bus utilisation, the STU decided to conduct a route study 
for which PTCS was appointed (August 1998) as consultant and with an advance 
payment of Rs.1.25 lakh. The study was yet to commence (October 2000). 

28 .. 7 .. 5 Planning of schedule 

The efficiency of operation can be judged by the percentage of achievement of 
scheduled performance. The details given under Annexure-12 indicates actual 
KMs operated against the scheduled KMs in respect of 16 T s test checked in 
Audit . A detailed analysis in Audit indicated that the efficiency of operation was 
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below par in respect of three STUs (viz., Serial Numbers 54, 58 and 72 of 
Annexure-3), which lost 83.50 lakh KMs during three years ending March 1999 
due to controllable factors like non-availability of crew due to absenteeism, late 
despatch, late posting of crew and want of spare buses and had to forego a income 
of Rs.4.28 crore. 

2B. 7. 6 Occupancy ratio 

The increase in the revenue earnings of the STUs could be mainly achieved by 
improving the occupancy ratio of vehicles. In order to increase revenue, the 
Government directed the STUs to project operational revenue by adopting three 
per cent increase in the occupancy ratio every year. The table indicating average 
occupancy ratio of 17 STUs (Serial Numbers 54 to 58, 63, 65 to 67, 69 to 74, 76 
and 77 of Annexure-3) for last four years test checked is giv n below: 

1995-96 L996-97 1997-98 1998-99 

Over a ll occupanc~· ratio 78.08 79...t8 7-1.95 76.65 

Against the estimated increase of three per cent in the occupancy ratio every year, 
the occupancy ratio actually declined and came down from 78.08 per cent to 
76.65 per cent, which implied a revenue loss of Rs.45 crore due to reasons as 
discussed in subsequent paragraphs. 

As compared to the overall average occupancy of 77.29 per cent during the four 
years, individual performance offive STUs (Serial Numbers 54, 55, 57, 58 and 77 
of Annexure-3) varied widely with a deviation of more than three per cent (i.e., 
ranging from 69.52 per cent to 73.6 1 per cent) during the period. Even though, 
their performances were continuously falling below average, no efforts were taken 
to improve the performance. 

In this connection, it is relevant to mention that in one STU (Tami l Nadu State 
Transport Corporation Limited (TNSTC), Dindigul), a system study was taken up 
(September 1998) through a consultant to improve the occupancy ratio, which had 
dropped fro m 80.44 per cent in 1996-97 to 77.78 per cent in 1997-98. After 
making an ini tial payment of Rs.1.38 lakh, the study was not continued even 
though the occupancy ratio further reduced to 76.34 per cent in 1998-99. 

The factors contributing to drop in occupancy ratio are discussed bel9w: 

1. Clandestine oper_ation 

The unauthorised operation of maxi cabs and trekkers as stage carriers was 
noticed in 1994 in some parts of Tamil Nadu and slowly extended to many 
Districts as is evident from the fact that the strength of maxi cabs increased from 
I 1465 in 1995-96 to 18244 in 1998-99*. Running of paral lel services by these 
operators not only caused revenue loss to the STUs but also deprived the 
Government of the revenue due on Motor Vehicle Tax. It was noticed in audit 
that Transport Commissioner was required to check the clandestine operation. 

Figures collected from Statistics Department of Government of Tamil Nadu . 
..tl • 
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But no action was taken in this regard . Detailed check in respect of nine STUs 
(Serial Numbers 54 to 58, 65, 67, 70 and 75 of Annexure-3) revealed that there 
was revenue loss of Rs.43.34 crore per annum. Though the critical problem was 
brought to the notice ofRegional Transport Authority, Transport Secretary and 
Police Department from June 1994, no concerted action was taken to curb the 
unauthorised activity pending which substantial revenue loss is faced by STUs. 

2. Over lapping of service 

In traffic corridors involving high traffic potential, two or more STUs operated 
parallel services leading to over lapping of service, drop in occupancy ratio and 
consequent loss, which amounted to Rs.5. 14 crore in respect of six routes often 
STUs (Serial Numbers 53, 54, 57, 58, 66, 67, 69, 70, 72 and 73 of Annexure-3) 
test checked. Detailed analysis of one sector revealed the following: 

Madurai - Kambam sector (113 KMs) was served by two TUs, viz. Tamil adu 
State Transport Corporation, Madurai Division - L and Tamil adu State 
Transport Corporation, Madurai Division - IV, each having I I services/ ! 0 
services respectively during 1996-97. Consequent on the introduction of one 
additional service by Tamil Nadu State Transport Corporation, Madurai Division 
- IV during 1997-98, the occupancy ratio reduced from 82 per cent to 74 per 
cent and also affected the occupancy ratio of the other STU adversely by 11 per 
cent. ln spite of declining trend, Tamil Nadu State Transport Corporation, 
Madurai Division - I added one more service during 1998-99 thereby further 
reducing the occupancy ratio of both the STUs. The loss suffered by the STUs 
in this sector during 1997-98 and 1998-99 amounted to Rs. 94. 15 lakh. 

2B. 7. 7 Operation of uneconomic routes 

Based on the recommendations of an expert Committee, the Government directed 
(September 1992) tbat all STUs should follow the norm of30 per cent of services 
in profitable routes, 40 per cent in break-even routes and 30 per cent below 
break-even routes. Table showing operation of profitable, break-even and loss 
making routes in respect of 13 out of 16 STUs test checked (Serial Numbers 54, 
55, 57, 58, 63, 65 to 67, 69, 70, 72, 74 and 75 of Annexure-3) is given in 
Annexure-13. · 

It would be observed from the Annexure that despite the Government directives, 
there was continued increase of loss making routes from 85.85 per cent in 
1995-96 to 91.88 per cent in 1998-99 causing substantial operational loss. 
Surprisingly, when the STUs were burdened with uneconomic routes of86.11 per 
cent during L 996-97, they started (March 1997) introducing two routes on 
request of every Member of Legislative Assembly without ascertaining the route 
viability. A total number of326 such routes were introduced by 12 STUs (Serial 
Numbers 54 to 58, 65 to 67, 69 to 71 and 76 of Annexure-3) test checked, out 
of which only I I routes were profitable. The loss sustained on these 
uneconomical routes was Rs.28 98 crore. 
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28. 7.8 Performance of State Express Transport Corporation 

The State Express Transport Corporation (SETC) (Serial Number 63 of 
Annexure-3) was formed in January 1980 to operate long distance buses and 
Inter-State services on routes exceeding 250 KMs. As per the decision of 
Government (May 1985), all the Mofussil STUs were permitted to run two 
services each from their Headquarters to Chennai in order to cope with the 
increasing traffic. However, it was noticed in audit that the services in long 
distance routes by STUs were indiscriminately increased thereby creating 
competition among themselves and with the Express Transport Corporation. A 
review in Audit indicated that out of 1359 long distance services, the share of 
SETC was confined to 920 (i.e., 68 per cent). ln view of competition from 
Mofussil STUs, consequent drop in occupancy ratio and mounting loss, a study 
was conducted by a consultant to improve the performance of SETC and make it 
viable. Based on the study, it was decided (December 1997) to rationalise the 
long distance routes and entrust their operation exclusively to SETC. However, 
the decision was not implemented resulting in continued loss to SETC, which 
amounted to Rs.19.17 crore during 1999-2000. Thus, the unhealthy competition 
amongst the STUs led to fragmentation of revenue and did not contribute to 
overall improvement of operations. 

Fuel efficiency is measured by an index called kilo metre per litre (K.MPL) of High 
Speed Diesel Oil (HSD Oil) consumed. The Thillainayagam Committee had 
observed ( 1991) that the fuel efficiency in Tamil Nadu STUs was low compared 
to Maharashtra and Gujarat. Based on the Report ofThillainayagarn Committee, 
the Government of Tamil Nadu fixed a norm of 4.5 KMPL for Metro STUs and 
4.6 KMPL for Mofussil and Express STUs. 

A detai led analysis in respect of 11 out of 16 STUs test checked (Serial Numbers 
55 to 58, 66, 67, 69, 70, 72, 74 and 77 of Annexure-3) indicated that (i) The 
average fuel efficiency was 3.61 KMPL in respect ofMetro STU and 4.33 KMPL 
in respect ofMofussil STUs in Tamil Nadu, which is low as compared to the all 
India average of 4.46 KMPL. (ii) Due to non-achievement of the standard 
prescribed, the extra expenditure incurred amounted to Rs.81.64 crore during four 
years ending March 1999. (iii) As against the norm of 4.5 I 4.6 KMPL prescribed 
by the Government, the STUs on their own, fixed budget norms, which varied 
from 3.51 to 4.50 and the STUs were not able to achieve even this reduced norms. 
The consumption ofHSD Oil in excess of the ~udgeted norms was Rs.9.03 crore 
in the above STUs. (iv) A detailed analysis in respect of four Mofussil STUs 
(Serial Numbers 55, 56, 67 and 72 of Annexure-3) (covering 59 depots) indicated 
that only nine depots were able to achieve the budgeted norms prescribed The 
management attributed the following reasons for non-achieving the norms. 

(a) Poor road condition and driving habits (b) Too many stops in the town 
services (c) Traffic jams and growth in vehicle population on road and (iv) Non­
availability of essential spares for timely replacement. 
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The above reasons are not acceptable in view of the fact that lower norms were 
fixed in the budget of STUs themselves and all these factors were known to them. 

2B.8. I Consumption of engine oil 

The STUs had fixed a norm ranging from 1000 to 1500 KMPL for engine oil 
consumption. A detailed review in Audit in respect of 11 out of 16 STUs test 
checked (Serial Numbers 55 to 58, 66, 67, 69, 70, 72, 74 and 77 of Annexure-3) 
indicated that except one STU (Serial Number 57 of Annexure-3) all other STUs 
were not able to achieve even I 000 KMPL during the period under review. The 
average consumption of oi l in these STUs declined from 852 KMPL in 1995-96 
to 766 KMPL in 1998-99. These STUs had to incur an extra expenditure of 
Rs.5 91 crore during four years ending March 1999 due to non-achievement of 
even I 000 KMP L. 

2B. 8. 2 Performance of re-conditioning works/tops 

Each of the STUs have established workshop for reconditioning of engines and 
other major assemblies. 1 n the absence of uniform norm prescribed by 
Government, each STU had fixed their own norm for monitoring the performance 
of the reconditioned engine and major assemblies. The anticipated life of 
reconditioned engine was fixed as 1/1 .5/2.5 lakh KMs by three different STUs 
(Serial Numbers 55, 69 and 72 of Annexure-3) test checked. A detailed analysis 
of workshops maintained by these three STUs indicated that 606 reconditioned 
engines and 3486 reconditioned gear boxes failed before achieving their expected 
life and an additional expenditure of Rs.40.24 lakh was to be incurred during four 
years ending March 1999, for reconditioning engines/gear boxes, which fai led 
prematurely. 

The STUs use new and re-treaded tyres on buses. In view of varying norms 
ranging fi·om 1.30 to 1.60 lakh KM per tyre by different STUs, Audit adopted the 
budgeted norm as bench mark and a comparison was made with reference to 
actual performance in respect of 11 (Serial Numbers 55 to 58, 66, 67, 69, 70, 72, 
74 and 77 of Annexure-3), out of 16 STUs test checked. The following points 
were noticed · 

(i) Based on the budgeted norms, a quantity of 178376 tyres were to be used 
against which the actual consumption was 207219 tyres involving excess 
consumption of28843 tyres worth Rs. l9.62 crore during the four years ending 
March 1999. 

(ii) Due to poor performance, 4276 new tyres were condemned pre-maturely 
even before first re-treading involving additional expenditure ofRs.2.88 crore on 
replacement. 

The poor performance was attributed to bad road conditions and inferior quality 
of tyres fitted in new buses supplied by manufacturers. However, these factors 
were already known to the management at the time of fixing the budgeted norms 
and hence the excess consumption is not justified . 
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28. 9. 1 Retreading of tyres 

The STUs have established their own retreading units. Test check of the 
performance of these units in II STUs (Serial Numbers 55, 57, 63, 65 to 67, 69, 
70, 72, 74 and 77 of Annexure-3) indicated that the capacity utili sation ranged 
between 70.9 and 81 . I per cent during four years ended March 1999. The short 
fall in ar hievement was attributed to shortage of man power, non-availability of 
power, chamber defect in the plant and need based usage of the plant . 

An expert Committee constituted by the Government recommended (1998) sub 
contracting the support activities to reduce the strength of employees. However, 
these recommendations have not been seriously pursued in spite of substantial 
savings on labour cost, which worked out to Rs. I 5.30 lakh f~r one year in respect 
of one STU (viz., T STC, Madurai) . 

As per the performance guarantee offered by the suppliers of tread rubber, a 
minimum of25000 KMs was assured for each retread. Audit analysis in respect 
of four STUs (Serial Numbers. 55, 57, 66 and 67 of Annexure-3) indicated that 
out of 386660 re-treaded tyres during last four years, I 0.64 per cent fai led before 
running I 0000 KMs and 41 .8 1 per cent failed within 20000 KMs. The pre­
mature failure was due to poor quality of tread rubber and other retreaded 
materials necessitating additional retread involving additional expenditure of 
Rs.4.88 crore. 

The over aged vehicles are to be replaced periodically to ensure optimum 
consumption of fuel/spares and to improve the occupancy ratio . It was seerr that 
the procurement programme of chassis was not based on availability of funds, but 
made on the directives of the Government. Thus, the STUs were forced to 
replace buses mainly on the borrowed funds as per the directions of the 
Government. Detailed review of replacement programme in respect of 12 out of 
I 6 STUs (Serial umbers 54 to 57, 63, 65 to 67, 69, 70, 74 and 77 o f Annexure--
3) test checked revealed the following: 

(a) As against the budgeted quantity of 503 I chassis during 1995-96 to 
1998-99, these STUs purchased 7 102 chassis through borrowed funds with 
consequent additional interest commitment of Rs.44.40 crore. These STUs did 
not inform the Government of their difficult financial position and procured chassis 
in excess o f the budget provision thereby leading to unmanageable credit 
ob ligations and consequent penal interest of Rs.5.05 crore paid to Tamil Nadu 
Transport Development Finance Corporation Limited during four years ending 
1998-99. . 

(b) Test check in one STU (TNSTC, Madurai) revealed that due to repairs 
and non-avai lability of spares on time, TAT A vehicles were to be kept off the road 
leading to loss of 86.20 lakh KMs, out of 508. 1 0 lak h schedu led KMs. during 
1998-99 and 1999-2000 with consequent loss of contribution of Rs.5.50 crore 
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Each ofthe STUs operates body building units. A test check of the performance 
of body building units owned by selected STUs revealed the following: 

(i) Analysis of man power utilisation in three body building units (Serial 
Numbers 58, 6 7 and 72 of Annexure-3) indicated that the capacity uti lisation was 
less than 60 per cent and resulted in 5.95 lakh idle labour hours with unproductive 
wages amounting to Rs.2.38 crore. The poor utilisation was due to purchase of 
chassis in bulk without uniform distribution throughout the year. (ii) As against 
the standard time of21 days required for construction of bus body, the actual time 
taken ranged between 13 and 165 days in four STUs (Serial umbers 56 and 65 
to 67 of Annexure-3) resulting in loss of interest of Rs.43 lakh on idle investment 
besides loss of incremental revenue of Rs. I.91 crore due to the delay in putting the 
new buses on road. (iii) The labour hours utilised for bus body construction was 
very high compared to the norms (ordinary buses - 2200 hours, semi deluxe -
3850 hours and super deluxe- 3850 hours). In respect of two STUs test checked 
(Serial umbers 65 and 70 of Annexure-3), an additional expenditure of Rs.(l6 
lakh was incurred on extra man hours consumed during two years. (iv) Thout~h 
a decision to adopt standard design for construction of different types of bus~s 
viz., Town, Mofussil and Express was taken (August 1996), the standard/optimal 
design was not finalised yet resulting in additional expenditure of Rs. 94 lakh 
incurred by one STU (TNSTC, Yellore) for construction of 16 1 bus bodies 
through other sister Corporations during three years ending March 1999. (v) 
Though the in house facilities existed for construction ofbus bodies in each of the 
STUs, the work was entrusted to other STUs without supplying the necessary 
materials. Due to award of contract work to other STUs without supplying 
materials, Sales Tax was paid which could have been avoided . The extra 
expenditure on this account worked out to Rs.55.61 lakh in respect oftwo STUs 
(Serial Numbers 69 and 77of Annexure-3) test checked. (vi) Audit analysis 
indicated that construction ofbus bodies through contract labour was substantially 
cheaper. Taking into account the construction of 1794 buses by 21 STUs through 
body building units in 1998-99 a gross saving ofRs.12.38 crore could have been 
achieved had the work been carried out through contract labour, as suggested by 
the Expert Committee appointed by Government to contract out support 
activities. 

The quality of service offered by STUs could be measured in terms of safety, 
punctuality, reliability and the polite behaviour of crew. 

According to a survey conducted (1998) by a STU (TNSTC, Tirunelveli), the 
people prefer to travel by trekkers and van than by buses of STUs because of 
insufficient services by STUs, non-adherence of scheduled trips and polite 
behaviour of crew of maxi cab compared to the rude behaviour of crew of STUs, 
etc. 
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Out of 16 STUs test checked, a detailed analysis in respect of nine STUs 
confirmed the facts of survey as the number of complaints from the public 
regarding non-stop, non-observance of time, irregular stops and rash driving, etc ., 
was on the increase and total number of 1646 complaints were received during the 
period from 1995-96 to 1998-99. 

28.12. Environment 

(a) Pollution control 

The Government ofTamil Nadu prescribed certain standards for pollution control 
viz., hartridge smoke unit 65170 for urban/non-urban areas for heavy vehicles and 
authorised STUs to make their own arrangements for testing their vehicles with 
the approval of Tamil Nadu Pollution Control Board (TNPCB) for adherence of 
norms. Even though the anticipated investment on devices required for 
conducting such tests was only Rs.2 lakh per device, the STUs neither acquired 
them nor checked the emission level. 

(b) Harmful ef/1uents of oil reclamation plant 

The oil reclamation plant mn by the STU at Coimbatore was found to discharge 
harmful effluents and hence the TNPCB directed them (March 1998) to modify 
the process from clay treatment to vacuum distillation. The STU had not modified 
the system so far (October 2000). 

28.12.2 Break downs and accidents 

(a) Break-downs 

Break-downs of buses whi le in operation cause not only considerable 
inconvenience to the travelling public but also loss of revenue to the STUs. 

There were 3.49 lakh cases of break-downs in respect of 13 out of 16 STUs 
(Serial Numbers 54 to 58, 63, 65 to 67, 69, 70, 72 and 74 of Annexure-3) test 
checked in Audit during the four years up to 1998-99, which resulted in 
consequent loss of 3 J 2.60 lakh KMs. 

In spite of sufficient availability of technical staff, the number of break-downs 
were mainly due to the controllable factors like mechanical, electrical defects, etc 
These defects cou ld be attributed to operation of over aged buses as discussed in 
Patagrapgh 28 . 7.2, which resulted in potential revenue loss of Rs. 17 crore due to 
loss of 312.60 lakh KMs in these STUs. 

(b) Accidents 

Analysis in Audit revealed that the buses of STUs were involved in 19.3 7 per cent 
of the fatal accidents that occurred in the State during the four years ending March 
1999. 

The following points we~e noticed: 

Ten STUs (Serial Numbers 54 to 56, 58, 65 to 67, 69, 70 and 72 of Annexure -
3) were involved in 3493 fatal accidents and 19501 other accidents during the four 
years ended March 1999. A total compensation ofRs. 72.39 crore was paid during 
the period and claims to the extent ofRs.314.45 crore were pending settlement in 
respect of these STUs. The loss of KMs on account of accidents in these ten 
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STUs was 32.43 Jakh with a consequent Joss of contribution amounting to Rs. 1.60 
crore. 

Though the Managements identified the main cause for accidents as negligence of 
drivers, adequate action was not taken to reduce the accidents. 

2/3.13.1 Fare fix.ation 

The fare structure for the buses operated by the STUs are not based on the 
rele,·ant cost factors but fixed by the Government, which is largely based on socio­
economic and political considerations. 

Thillainayagam Committee, constituted (January 1990) by the Government to 
make an in depth study of the workings of the STUs recommended that (i) due to 
higher operating costs, the fares of Metropolitan services should be fixed at higher 
rates and (ii) to create an appropriate bus operating price index and an 
enforcement agency like Transport Commissioner, which should update the same 
once in six months. However, despite acceptance by Government (September 
1992), these recommendations were not kept in mind while revising the ta ·e 
structure. 

Raghavan Commjttee, which w~ constituted to suggest methods for restructuring 
Public Sector Enterprises in Tamil Nadu recommended ( 1998) constitution of a 
regulatory authority fo r fixing the fares for passenger transport, independent of 
Government control The Association of State Road Transport Undertak ings 
(ASRTU) recommended (August 1996) an automatic fare revision formula for 

TUs. The Ministry of Surface Tran port also concluded (August 1997) that a 
flexible fare revision poli cy with an automatic fare revision formula to adjust the 
rising cost of operation is inevitable to make STUs viable entities. The Public 
Undertakings Committee in its 32011 Report (April 1997) recommended 
constitution of fare revision authority. However, these recommendations were not 
adopted till date leading to increased losses and making the STUs unviable. 

2 B./3. 2 Cost of operation 

The table given in Annexure-14 indicates the cost of operation of the bus 
services, in respect of 16 STUs test checked in Audit and the following points 
were noticed: 

(i) The Thillainayag·am Committee noticed (1991) wide disparity in the cost 
per KM operated by various STUs and suggested for a thorough probe into this 
for remedial action. Even though Government accepted (March 1992) the 
suggestion, no concrete efforts had been taken so far· to prevent variation in the 
cost of operation, with the result, the cost of operation in Chennai was maximum 
with 1566 paise per KM and the least was the STU in Erode, which was 963 paise 
per KM during 1998-99. 

(ii) Analysis in Audit indicated that the reasons for variation were due to 
varying establishment expenditure and fuel efficiency. 
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(iii) Similarly, in respect of printing of tickets enhancement of rates were 
allowed to suppliers during 1995 on the plea of increased paper cost, without 
ascertaining reasonableness. The extra expenditure incurred on printing of tickets 
amounted to Rs.1.23 crore in respect of nine STUs (Serial Numbers 55 to 58, 65 
to 67, 69 and 70 of Annexure-3) test checked in Audit. 

2B. I 3. 3 Establishment cost 

The establishment cost of STUs increased from 23 .5 per cent in 1976-77 to 36.2 
per cent in 1989-90. In view of increasing trend, the Government directed (1992) 
the STUs to bring down the establishment cost within a cei ling of 35 per cent of 
the total expenditure. A review in respect of 13 (Serial Numbers 54 to 56, 58, 63, 
65 to 67, 69, 70, 72, 74 and 75 of Annexure-3) out of 16 STUs test checked 
indicated that the cost ranged from 40 to 57 per cent during 1998-99, resulting 
in extra expenditure ofRs. l49.60 crore. 

The increased establishment cost could be attributed to: 

(i) Higher wage structure of STUs. (ii) Employment of excess operative 
staff over the norm leading to extra expenditure of Rs. 1 1.25 crore during two 
years up to 1998-99 in respect of eight STUs (Serial Numbers 54, 58, 63, 65, 66, 
70, 71 and 76 of Annexure-3). (iii) Payment of ex-gratia in excess of statutory 
bonus through borrowed funds aggregating Rs. 75.36 crore during four years in 
respect of nine STUs and consequent interest burden of Rs .6.23 crore. (iv) 
Payment of production incentive without correlation to production/ performance 
and paid even for days of break downs/accidents. 1 n this connection, Raghavan 
Committee had also recommended for abolition of incentives as they have become 
entitlement. (v) The Government decided (May 1997) to amalgamate the existing 
21 STUs into seven STUs. Pending completion of amalgamation, the STUs 
continue to incur extra expenditure on establishment, which amounted to Rs.13 .20 
crore per annum in respect of seven STUs only. 

The above matters were reported to the Government/STUs in July 2000; their 
replies had not been received (October 2000). 

Even though the passenger bus services were nationalised to improve the 
efficiency and financial performa.nce and currently more than 75 per cent of the 
fleet strength of the State is managed by 21 STUs, they depend mainly on direct 
and implied subsidy of Government for survival thereby defeating the objective of 
formation of autonomous companies. The STUs had not prepared any long term 
corporate plan despite Government directives. The operation of uneconomic 
routes was to be restricted to 30 per cent as per Government directives, but 92 
per cent of routes operated by STUs were suffering losses. Recommendations 
by various committees to have periodical fare revision by an independent authority 
are yet to be implemented by the Government. This coupled with high 
establishment cost, increased fuel consumption, poor performance of tyres, 
maintenance of large support activities and competition amongst themselves Jed 
to heavy losses. Even three years after Government's decision to amalgamate the 
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number of STUs to seven to reduce operational cost, effective action is yet to be 
taken. 

Though the operational performance was satisfactory in certain areas, the 
following factors contributed to unviability: 

(i) Increased cost of operations (ii) non-revision of fares periodically and (iii) 
very high interest burden due to increase in fleet without adequate funds. 

Considering the alarming trend of increasing losses, depleted funds position and 
managerial failure in controlling the inefficiencies, urgent action is needed to 
prepare long term plan and to revamp the set up after considering the 
recommendations of COPU and other committees, giving the STUs necessary 
autonomy to operate the services effectively with due responsibility and 
accountability. 

so 
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The Tamil Nadu Warehousing Corporation (TNWC) was established on 2 May 
1958 under the Agriculture Produce (Development and Warehousing) 
Corporation Act, 1956, which was subsequently replaced by the Warehousing 
Corporations Act, 1962 with the main object of acquiring and building 
warehousing godowns in the State for storage of food grains, fertili zers, 
agricultural produce, seeds, cement, etc The other objects of the Corporation 
include arranging facilities for the transport and distribution to and from 
warehousing centres and act as an agent of the Central Warehousing Corporation 
or of the Government for the purposes of purchase, sale, storage of agricultural 
produce, seeds, manures, fertilizers and notified commodities. 

Besides above referred activities, the Corporation runs a bonded warehouse at 
Tuticorin and also undertakes the Dis-infestation Extension Service Scheme 
(DESS) by offering its services for pest control measures. 

The working of the Corporation was last reviewed in the Report of the 
Comptroller and Auditor General of India (Commercial) for the year 1990-91 
which was discussed on 17 February 1994 by the Committee on Public 
Undertakings (COPU). The recommendations of the COPU were given in its 
2131

h Report of 1994, which was presented in the State Legislature on 3 May 
1994. The COPU observed that due to lack of co-ordination between TNWC and 
Tamil Nadu Civil Supplies Corporation Limited (T CSC), storage facilities in 
TNWC remained idle and TNCSC hired godowns in the same area and 
recommended that this should be avoided in future by proper co-ordination. 
Consequent to this recommendation, a State Level Co-ordination Committee 
(SLCC) was constituted to ensure optimum utilisation of storage space, which 
undertakes the role of coordinating and assessing the storage space requirement 
of various Government agencies. 

The present review covers the working and activities of the Corporation for a 
period of five years up to 1999-2000. During Audit, out of 65 warehousing 
centres, 21 centres were covered. 

The management of the Corporation is vested in the Board of Directors 
comprising ten Directors (excluding Chairman-cum-Managing Director), of whom 
five are nominated by Central Warehousing Corporation (CWC) and five are 
nominated by the State Government. The Chairman-cum-Managing Director of 
the Corporation is appointed by the State Government with the prior approval of 
the CWC. As on 31 March 2000, the Board of Directors consisted of nine 

52 



Cltapter I I I- Reviews relating to Statutory corporations 

members excluding the Chairman-cum-Managing Director, four of whom were 
nominated by CWC and fi ve by the State Government . 

According to Tamil Nadu Warehousing Corporation General Regulation Act, 
1990, the Board of Directors shall meet once in every three months and at least 
four such meetings shall be held every year. It was, however, noticed that six 
meetings were held in 1995-96 , only two each in 1996-97 and 1997-98 and only 

one each in 1998-99 and 1999-2000. 

At the end of March 2000, the Corporation was operating 65 warehousing 
centres (259 godowns) with a total warehousing capacity of 6.27 lakh tonnes (246 
own godowns with 5.98 lakh tonnes capacity; 13 hired godowns with 0 .29 lakh 
tonnes capacity). Each warehouse is managed by a Warehouse Manager. 

The Corporation prepares annual revenue and capital budgets. The budgeted 
allocation under ' construction of new god owns' v is-a-vis actuals for the period 

of five years ending 1999-2000 are as follows: 

Year 

1995-96 

1996-97 

1997-98 

1998-99 

1999-2000 
(Provisional) 

Budget allocation under 
construction of new god owns 

283.25 

188.0 1 

1.t8.90 

150.00 

230.00 

(Rupees in lal<h) 

Actual expendit4re on 
construction of new godowns 

299.93 

20-t.OS 

NIL 

IL 

NIL 

lt may be seen from the above table that the Corporation did not take up 
construction of new godowns from \997-98 onwards (discussed in Paragraph 
3A.8.2. 1). Instead, the Corporation diverted funds (Rs.88lakh in 1997-98, Rs.38 
lakh in 1998-99 and Rs .25 lakh in 1999-2000) allotted under Capital Budget 
(Construction of new godowns) to Revenue Budget (Repairs and Mai ntenance to 
godowns). This not only defeated the very purpose of budgeting but also resulted 

in misapplication of funds . 

3A. 5. 1 Capita! Structure and Borrowings 

The authorised share capital and paid up share capital as on 3 I March 2000 were 
Rs.8 crore and Rs.7.6 1 crore respectively. The paid up capital had been equally 
contributed by the Government of Tamil Nadu (Rs.3 .805 crore) and the CWC 
(Rs.3.805 crore) . The Corporation had no outstanding loan as on 3 1 March 2000. 
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Though the Corporation had been generating surplus funds since 1997-98, 
periodical fund flow/cash flow statements were not prepared and ubmitted to the 
Board of Directors to take appropriate and timely action regarding quantum and 
duration of deposits. Some of the cases as observed in Audit are as fo llows: 

(a) According to the directions of Government of Tamil Nadu issued in 
September 1993, the Public Sector Undertakings (PSUs) could invest either in 
banks, where the main accounts/cash credit accounts were operated or in Tamil 
Nadu Transpo11 Development Finance Corporation Limited and Tamil adu 
Power Finance and lnfrastructure Development Corporation Limited, which 
offered rate of interest ranging from 12 to 13 per· cen t per annum. Disregarding 
the Government directions, the Corporation deposited surplus funds in different 
branches of banks in short term deposits carrying lower rate of interest ranging 
from 7 to I 0.5 per cent per annum resulting in loss of interest to the extent of 
Rs 5.36 lakh during the period April 1998 to March 2000. 

(b) This apart, the Corporation kept surplus funds (ranging from Rs I I. 50 I< kh 
to Rs.125.70 lakh) in savings bank accounts (at 5 per cen t) in Tamil adu tate 
Apex Co-operative Bank during 1997-98 to 1999-2000. Had the funds been 
transferred to short term deposits of minimum of ninety one days (carrying the rate 
of interest of 7 per cent) and renewed periodically, the Corporation could have 
earned additional interest. Failure of the Corporation to invest surplus funds 
judiciously resulted in loss of interest to the extent of Rs.2.24 lakh. 

The financial posi tion and working results of the Corporation for the five years 
ended 31 March 2000 are given in Annexures-15 and 16 

(i) ln spite of increase in the income from storage charges during 1997-98 and 
1998-99, the profit declined considerably due to increase in the employee costs 
(owing to provisions ofVl Pay Commission's recommendations ofWage Revision 
of State Government) and Repairs and Maintenance expenditure. Consequently, 
there was a sharp decline in the return on capital employed. 

(ii) Even though capacity utilisation had increased in 1997-98 compared to 
1995-96 and 1996-97, the percentage of net profit to warehousing receipts 
declined in 1997-98 due to increased capacity utilisation by TNCSC, which availed 
of30 per cent concession in storage charges. 

(iii) The Corporation declared three per cent dividend for the years 1995-96, 
1996-97, 1998-99 and only one per cent for the year 1997-98. Delays ranging 
from 8 months to 35 months were noticed in payment of dividend. 
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3A.8.1 Capacity and customer-wise utilisation 

The availability and utilisation of storage capacity of the warehousing centres and 
customer-wise utilisation during the last five years ended 3 I March 2000 are given 

below: 

A Capacity utilisation 

Sl. Particulars 1995-96 1996-97 1997-98 1998-99 1999-2000 

No. (Pro' i-
sional) 

(In numiJers) 

I. Number of regions 7 7 7 7 7 

2. Number of warehousing 
centres: 

(a) 0" n 52 52 5~ 54 5~ 

(b) Hired 10 10 10 10 11 

3. A vcrage storage capacity (In lal<h Tonnes) 

a,·a ilable 

{a) Own 5.71 5.85 5.98 5.98 5.98 

(IJ) Hired 0.26 0.22 0.28 0.2~ 0.29 

Total 5.97 6.07 6.26 6.22 6.27 

~. A ,·crage capacit)" utilised 

(a) Own ~A~ ~.27 5.22 ~.93 ~.87 

(h) Hired 0.22 0.22 0.2~ 0.2~ O.H 

Total ~.66 ~A9 5A6 5. 17 5.11 

5. Percentage of utilisation of 
a,·ailable capacity 

(a) O"n 77.76 73.00 87.29 82A~ 81A~ 

(b) Hired 8~.62 100.00 85.71 100.00 82.76 

Total (Tamil Nadu) 78.06 73.97 87.22 83. 12 81.50 

Karnataka 82.2 82.2 90.3 86.0 86A3 

Andhra Pradesh 75.0 68.0 72.0 67.0 80.0 

(ln Rupees) 

6. Average expenditure per 121.82 135.12 156A9 185. 16 202.27 

tonne per year (Tamil 
Nadu) 

7. A' eragc income per tonne 165.65 187.01 18 1A7 223.33 270.87 

per ~·ca r (Tamil Nadu) . 
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Particulars 1995-96 1996-97 1997-98 1998-99 1999-2000 
o. (Pro' i-

sional) 

8. Profit per tonne per year 

Tamil adu ~3.83 5 1.89 2~.98 38.17 68.60 

Karnataka ~7.66 ~7.66 60.00 88A3 73.50 

Andhra Pradesh 12.36 5.0~ 13.92 28.25 59.59 

B Customer-wise utilisation 

Percentage of utilisation 

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

Food Corporation of India (FCJ) 

Tamil adu Ch il up plies 
Corpo ration Limited (TNC 

Co-opera t ivcs 

Fertili£er Companie 

Go' ernment Departments 

Others (Pancha~·itt Unions, 
Prh ate traders and marginal 
farmers) 

Total 

9.00 5.68 

20.00 15. 17 

~.00 ~.2 1 

20.06 20.2~ 

~.00 ~.57 

21.00 2~. 1 0 

78.06 73.97 

7.32 I 0.80 

36.3~ 32 .. -2 

3.16 5.27 

15. 10 I lA~ 

13. 15 l.t53 

12.15 8.56 

87.22 83.12 

(Pro' i­
sional) 

13.93 

20. 19 

9.07 

15.16 

IIA3 

I 1.72 

8 1.50 

lt hall be seen from the table that the Corporation is mainly catering to the 
requirements of FCI, TNCSC, Fertilizer Companies and Government 
Departments. The total share of Co-operatives and ' others' (including marginal 
farmers) is quite meagre in the overall capacity utilisation of the Corporation. The 
following observations are made in this regard: 

(a) Utilisation ofstorage space by snwll farmers 

A test check of records in 10 out of 65 warehousing centres covering the years 
1998-99 and 1999-2000 revealed that small and marginal farmers did not at all 
utilise facilities in six warehouses, while in the remaining four warehousing centres 
it was between 13 .7 and 6.79 per cent in Theni; 0.69 and 3.18 per cent in 
Rajapalayam; 1.28 and 1.93 per cent in Dindugal and 0. 15 and 0. 79 per cent in 

anjikottai . 

Thus the Corporation remained inaccessible to small and marginal farmers. The 
reasons, as analysed by Audit, for poor utilisation of storage facilities by farmers 
are as below: 

(a) Failure to earmark storage space for this sector 

(b) Failure to motivate by adequate discounts and creation of awareness about 
the benefits of scientific storage. 

56 



Due to t.le l a~ in 
construction of 
j:(Od!m ns, the 
proj ected cost 
increa~cd from 
Rs.2.83 c rore to 
Rs.SAO c ro re. 

2-27--12 

Chapter Ill - RevieiVs relitting to Statutory corporations 

(c) on-acceptance of deposit receipts as medium of credit by banks, which 
would eliminate exploitation by middlemen. 

Management has accepted the fact that not even one per cent of stocks held at the 
warehou ing centres belonged to small farmers . Direct procurement of 
agricultural produce by various agencies and unwillingness of the banks to offer 
loans to the farmers for the stock stored were the factors responsible for this as 
stated by the Management The reply of the Management is not convincing as the 
Corporation has neither ever taken up the matter with the banks for acceptance 
of deposits as medium of credit, nor could it succeed in motivating the farmers to 
store their produce with the Corporation due to failure in offering attractive 
discounts, creating awareness among the farmers, earmarking fixed storage space 
for them 

(b) Performance of owned and !tired warehousing centres 

A comparative analysis of the performance of owned and hired warehousing 
centres revealed that though the occupancy of the hired warehousing centres was 
better, the overall operation of the hired warehousing centres resulted in loss of 
Rs.30 79 lakh during the period from 1995-96 to 1998-99 and marginal profit 
(Rs 1.69 lakh) in 1999-2000. The losses incurred by hired warehousing centres 
were due to the fact that the capacity of hired god owns was low leading to lower 
volume of income and higher operating costs compared to those of owned 
warehousing centres A few such cases have been discussed in Paragraph 
3A 8 2 4 infra. 

(c) OPera// capacity utilisation 

The occupancy percentage, which was at 87 22 in 1997-98 decreased to 81 50 per 
cent in 1999-2000. This was mainly due to reduction of storage by TNCSC The 
Corporation had not made any efforts to make up this loss ofbusiness from other 
sources. 

(d) Inter-State comparison 

Though the agricultural production in the State ofTamil Nadu was more than that 
of Karnataka during the period of review, capacity uti lisation and profit per tonne 
per year in Tamil adu were less than that ofKarnataka. 

3A.8.2 Construction and hiring ofgodowns 

JA. 8. 2. I Construction of godowns 

The Corporation proposed for an additional storage capacity of 53000 MTs 
during 1994-97, which was reduced to 50000 MTs by the Project Investment 
Committee of Government of Tamil Nadu and approved in June 1995 The 
Corporation constructed I 0 godowns with a capacity of 34000 MTs only till 
March 1997 and no further construction was taken up due to inadequacy offunds. 
However, it was noticed that surplus funds were available and loan funds were 
also offered by banks. lt was further observed that the Corporation had sought 
exemption from the directives of Government of Tamil Nadu dated I 0 March 
1997 that all construction activities should be executed through the State PWD 
only. Pending receipt of exemption, the Corporation had not undertaken any 
construction activity since 1997-98. Thus due to delay, the Corporation could not 
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increa e its storage capacity but continued its dependence on hired godown 
(where losses are being incurred) . Further, the estimated cost of construction of 
remaining god owns ( 16000 MTs) had increased rrom Rs.2 .83 crore ( 1995-96) to 
Rs.5.40 crore ( 1999- 2000) and the anticipated benefits could not be derived 

While approving the proposal for construction of god owns with total capacity of 
50000 MTs, the Project Investment Committee found that there wa no need for 
con truction of an additional godown at Thirumangalam in view of the storage 
facilities undertaken by FCI/CWC. The Corporation, however, constructed a 
godown at Thirumangalam with a capacity of 3400 MTs in October 1996 at a 
total cost of Rs.45.4 1 lakh, thereby increasing the total capacity of the 
warehousing centre to 12400 MTs. Review of the capacity utilisation revealed 
that the occupancy was only 64 per cent in 1998-99 and 66 per cent in 
1999-2000 And as such, the godown was largely under-utili ed Thus an amount 
of Rs 45 41 lakh remained blocked in unfruitful investment since October 1996 

3A. 8. 2. 2 As.\·essment of additional storage retfuirem ent 

ln order to strengthen warehousing facilities for Public Distribution ystem at 
Taluk level, and based on the review of existing storage facil it ies in the State by 
a high level Committee, it was decided (August 1998) that the Corporation would 
construct warehousing centres in twenty priority areas. However, the 
Government of Tam il Nadu as early as in March 1997 issued directions that all 
con tructions activities should be executed through the State Public Work 
Department (PWD). The Corporation, thus instead of entrusting the construction 
work to PWD continued to seek exemption (December 1999) from the above 
directives of the Government in spite _0f the fact that its earlier request (July 1997) 
for exemption was negatived by the Government (Ju ly 1999). It was further 
obser\'ed that T C C had made a firm commitment (March 2000) to utilise the 
storage space so created. As such the Corporation sho)J.Jid have proceeded with 
construction by entrusting the works to PWD. However, the Corporation decided 
against it ( eptember 2000) on the ground that the places elected were not found 
to be ideal for operation. The decision of the Corporation lacked justification in 
view of the fact that T CSC made a firm commitment and there was a specific 
need for strengthening storage requirements in these areas which were considered 
as priority areas for Public Distribution System. 

3A. 8. 2. 3 Acquisition of lam/ for construction 

A table showing the details of land acquired but no construction activities carried 
out is given at Annexure- l6A. In this connection Corporation stated (September 
2000) that it could not undertake construction in view of the Government Order 
(issued in March 1997) directing the Corporation that all construction activitie 
were to b.e handed over to PWD. However, the fact remained that in most of the 
cases lands were purchased prior to the issue of the Government Order and the 
Government had also refused the Corporation's request for exemption. Thus, due 
to the failure on the part of the Corporation to construct godowns, land .acquired 
rrom time to time at eight places for a total value of.Rs.49.26 lakh remained idle. 
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JA. 8.2.4 Hiring of godowns/warelwusing centres 

The Corporation hires storage space from private parties/Co-operative societies 
as and when there was a demand for the same. An analysis of the operations of 
hired godowns revealed the following: 

(i) The Corporation incurred a loss of Rs.30. 79 lakh during the period 
1995-96 to 1998-99 in the hired warehousing centres. Out of the 11 warehousing 
centres hired during the period of review only two (Chennai and Nagercoil) were 
earning profits and the rest suffered losses even though their occupancy was 
higher compared to that of owned warehousing centres. This was mainly due to 
low capacity of hired god owns and high establishment costs. 

(i i) Though the Corporation acquired ( I 988 to 1992) land at four places where 
godown were hired (~s discussed in Paragraph 3A.8.2.3 sup•·a), no steps were 
taken for construction of godowns. Hiring of godowns was continued in the 
absence of owned godowns leading to avoidable payment of rent and 
establishment expenses when the Corporation is already incurring losses in hiring 
ofgodowns. 

JA. 8. 3 Storage Loss 

A comparative analysis of norms fixed by the Warehousing corporations in Tamil 
Nadu, Punjab and Haryana v is-a-vis that followed by FCl and CWC in respect of 
rice is given below: 

T amil N~adu Punjab and 
Haryana 

(ln per cent) 

Up to one ~ car 3.5 3 

Fe I 

0.5 

e w e 

For Fel stock - Fe i norms. For 
other stocl< - As per the 
rele,·ant State Act 

(a) During the last five years, 2 1 cases of storage losses of rice exceeding 
norms were noticed out of which five cases involving a claim of Rs.5.23 lakh are 
yet to be settled pending regularisation by FCl. · 

(b) FCI withheld a sum of Rs.21.50 lakh from the storage charges bills 
preferred by the Corporation during the period 1978-85 due to excess storage 
losses on account of wheat storage. Out of this, a claim for Rs.12. 13 lakh was 
due to wrongful acceptance of imported consignment ofwheat with high moisture 
content in 1984 and 1985. So far, the Corporation has not been able to recover 
the amount withheld. The Corporation replied that action was being taken to 
regularise the claims. 

(c) Another major depositor TNCSC, w hich had been availing of storage 
faci lity on weight basis switched over to area basis of reservation from 1991 and 
hence, the problem of storage loss has been avoided. 
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JA. 9.1 The Corporation normally revises the storage charges once in two years 
in order to meet increased cost towards establi hment, insurance, fumigation, 
interest, etc. Accordingly, the Corporation should have revised the storage 
charges thrice during the review period viz., 1 Ju ly 1995, 1 July 1997 and I July 
1999 However, the storage charges were lievised only twice during the period 
and that too belatedly. The revision due from July 1995 was effected from 
October 1995 due to delay in placing the subject before the Board of Directors for 
approval. Further, in spite of Board of Director's approval (Aut,TUst 1997) of the 
next revision from October 1997, the same was given effect from June 1998 only 
due to delay in getting approval from Government. 

Thus, due to delay in revision of storage charges, the Corporation suffered 
revenue loss of Rs. I 4 1 crore (for the three months from July to September 1995 
and eight months from October 1997 to May 1998). 

JA. 9. 2 Loss due to application r~f incorrect rule: 

The warehousing centres were categorised into standard, high and special rated 
for the purpose of levy of storage charges from October 1995. The storage 
charges for these centres were Rs.2.50, Rs.2 70 and Rs.5 per Sq. ft. per month 
respectively. While billing for the storage space occupied on area basis by 
TNCSC at high rated centres (Salem town, Salem junction and Dincligul) and 
special rated centre (Tuticorin), the Corporation instead of charging at the rates 
applicable for these centres (Rs 2. 70 and Rs.5, respectively) charged at the rates 
applicable for standard rated centres (Rs.2.50) resulting in short collection of 
Rs.S 81 lakh during the period from October 1995 to May 1998. The Corporation 
has not taken any action to recover this amount so far. 

JA. 9.3 Loss due tofLXafion of lesser rates than ewe 

Despite two revisions in October 1995 and June 1998, the Corporation' s rates for 
storage of cement and ferti lizer and al o the. rate for letting the space on square 
feet/metre basis were much lower than that of CWC. The details in this regard are 
oiven below: 

Storage charges per tonne (In rupees) 

Date of revision Ferti lisers 

Corpora- ewe 
tion rate rate 

( I ) (2) (3) 

J October 1995 10.90 12.00 

I June 1998 15.00 16.50 

** 
For stacl<inj:!. 12 cement hag~. 
For stacking 20 cement bags. 

Cement 

Corpora- ewe 
tion rate rate 

(-') (5) 
• 2 1.80 15.00 .. 

13.20 10.00 

22.0() 31.00 

I "'.00 19.00 
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In this connection. it was observed that adoption of lower tariff by the 
Corporation lacked justification since standard of storage facilities offered by the 
Corporation and CWC were on par and most of the customers were common to 
both the organisations. As a result of fi xation of lower tariff, the Corporation 
suffered a potential loss of revenue to the ex tent of Rs.86 62 lak h during the 
period from October 1995 to May 1998 in 50 warehousing centres test checked. 

Apart fi-om providing warehousing facilities, the Corporation arranges facilities for 
handling and transportation of commodities to and from the warehousing centres. 
The Corporation appoints contractors for this purpose after calling tenders for 
groups of warehousing centres. 

The Corporation was following the system of evaluation of tenders for Handling 
and Transport contracts till July 1999 on weighted average basis under which the 
estimated quantity to be handled for each warehouse was multiplied by the rates 
quoted by the tenderers and the lowest weig hted average rates computed for 
group of warehousing centres. From I August 1999, the Corporation dispensed 
with thi s system on the plea that a ll the tenderers may not be aware of the 
quantities handled at various warehousing centers. Instead, the Corporation 
evaluated the tenders on the basis of simple average of the rates quoted for groups 
of warehousing centres. Under the revised system, the quantum oftransaction was 
totally ignored and quoted rates were arithmetically added to compute the lowest 
average rate. This system was fau lty because it favoured the contractor, who 
quoted high rates for warehousing centres handling large quantities and very low 
rates fo r warehousing centres handling meagre operations. 

The Corporation replied (September 2000) that the new system was introduced 
with a view to avoid manipulation by tenderers. However, the fact remained that 
the contractors, who had prior knowledge of quantum of transactions had gained 
unduly by the new system of tender evaluation. This defecti ve deci sion of the 
management to revise the system of evaluation of offers resulted in undue benefit 
to the co ntractors to the extent of Rs.37.82 lakh during August 1999 to March 
2000 in four centres test checked. 

Thoug h handling charges were paid by the cargo depositors and there was no loss 
to the Corporation, the extra expenditure due to faulty evaluation of tenders have 
to be avoided since major depositors were Government enterprises viz. FCI, 
Madras Ferti lisers Limited, Ferti li sers and Chemicals ofTrivancore Limited, etc. 

The Farmer Extension Service Scheme (FESS) was introduced by Government of 
India in 1978-79 to propagate the benefits of scientific storage of food grains, 
safeguard of food grains from rodents and insects and to assist the farmers in 
obtaining bank loan against the security of warehousing receipts. Under the 
scheme the Corporation was to give training to the farmers to store the food 
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grains cientifically and to demonstrate the sprinkling of in ecticides by arranging 
camps, distribution of leaflets, etc. 

It was informed by the Corporation that training had been imparted only to 500 
farmers. The Corporation had neither conducted any publicity campaigns nor 
organised any camps for the farmers rrom 1995-96. In this connection, it was 
informed by the Corporation that FE S was not continued since other 
Government agencies were imparting similar training. The reply of the 
Corporation is, however, not tenable as the training impa11ed by other agencies 
was mainly on pre-harvest activities while the Corporation was imparting training 
in post-harvest technology viz., Scientific storage, pest control measures, etc. 
Thus, a laudable scheme introduced by the GovenlJ!lent of lndia for the education 
of benefits of scientific storage among farmers was discontinued by the 
Corporation without proper assessment This has al o been reflected in the poor 
utilisation of Corporation's storage capacity by the small and marginal farmers 

The Corporation allows credit for payment of storage charges by bulk depositors. 
The outstanding storage charges have to be settled within a month. However, the 
dues in this regard remained unsettled for years. Year-wise details of outstanding 
storage charges are as follows : 

Year Outstandin!!, storage charges at the Dues pending for more th an 

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

1999-2000 
(Pro,·isional) 

end of the \ Car t hree \ Ca rs 
(Rupees in lakh) 

129.29 28.06 
I -'9.89 30.53 
16-'.18 31.13 
236.-'6 31.66 
2-'3.52 28. 11 

Most of the outstanding dues had been from FCI (30. 18 per cent) and other 
Government Departments and organisations. Though FCI dues are being pursued 
through negotiations, the dues from other Departments/organisations were not 
adequately fo llowed up. 

following cases illustrate the deficiencies in the system of recovery/follow-up of 
dues: 

(a) Reservation of storage space was made (January 1995) to the extent of 
20000 Sq . Ft. at Tuticorin Port to a private party M/s. MVR Industries at a 
monthly rent of Rs. 1.2 lakh. The terms of agreement provided for termination of 
allotment by either party giving one month notice after expiry of initial period of 
two years from January 1995. The pace was surrendered by the party in January 
1996 after informing the Corporation that the stock would be handled and cleared 
by Tamil Nadu Co-operative Marketing Federation (TANFED). TA FED 
cleared the stocks in December 1996. However, the godown was kept vacant on 
the basis of assurance of re-possession by the depositor till May 1997 when the 
re-allotment was made to another party. It was observed that a claim of Rs.6 lakh 
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as rent for the period fro m January to May 1997 remains unsettled. Thus, the 
action of the Corporation to deal with a third party (T A FED) who was not a 
party to the contract and failure to enforce the terms of the contract with the main 
depositor (MVR Industries) resulted in non-recovery ofRs.61akh. The matter has 
been referred to arbitration (November 1998) which is still pending. 

(b) Storage charges recoverable from Southern Petrochemical Ind ustries 
Corporation Limited (SPIC) as on 31 March 1999 included Rs.3.89 lakh pending 
for more than three years. Scrutiny of records revealed that Rs. I . 53 lakh out of 
the above amount was already passed for payment by the Branch Offices of SPIC 
prior to 1993 but could not be realised due to lack of follow-up action. 

(c) The Madurai District Co-operative Milk Producers Union (AAVI ) was 
storing cattle feed at Thirumangalam warehouse and paid rent regularly upto 
August 1997 The storage space was sealed by the District Coll ector in 
September 1997 due to poor quality of cattle feed. Pending enquiry, the depositor 
viz. AA \ ' 1 had refused to pay the rent. Chances o f recovery of rent is remote 
as the value of material stored is meabrre. The Corporation has not taken effective 
action to retrieve 487.73 Sq. M of space and could not reali se any rent, w hich 
accumulated to Rs.5._11 lakh upto March 2000. 

The above matters were reported to the Corporation/Government in June 2000; 
their replies have not been received (October 2000). 

Though the Corporation was earning profits, its capacity utilisation was declining. 

The Corporation was mainly catering to the requirements of Government 
departments, companies and corporations and its facilities were not utilised by 
small and marginal farmers. Even the most effective way of reaching out to them 
viz., Farmer Extension Service Scheme, was di scontinued by the Corporation. 

The growth in its own capacity had come to a halt as no construction activity had 
been undertaken after March 1997. This was despite the fact that lands had been 
acquired for construction and priority areas with firm marketing commitment 
earmarked. 

Even in the hired warehousing centres the Corporation is incurring losses due to 
high operating cost and low income volumes. 

Thus, the Corporation needs to make serious efforts to reduce operating cost in 
case of hired warehousing centres and improve the declining trend of overall 
capacity utilisation. 
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{Paragraph JB. 7 (i)} 

{Paragraph 8.1 (b) (ii)} 

The Tamil Nadu Electricity Board (Board) was set up in April 1957 under the 
provisions of Section 5 of th.e Electricity (Supply) Act, 1948. The Board is 
responsible for generation, transmission and distribution of electricity in Tamil 
Nadu. As per Section 59 ofthe Act ibid, the Board should earn a minimum return 
of three per cent on the net value of fixed assets at the beginning of each year. 
Further, as per the stipulation ofthe Asian Development Bank, the Board has to 
maintain each year a ratio of 1. I : I between revenue and debt service. The main 
source of revenue to the Board is sale of electricity. Tariff rationalisation, correct 
assessment, prompt billing and collection of revenue assume greater importance 
in the context of improving the liquidity position of the Board. 

The assessment, billing, collection and accounting of revenue in respect of High 
Tension (HT) services are attended to in 37 Electricity Distribution Circles (EDC), 
each under control of a Superintending Engineer, assisted by a Deputy Financial 
Controller/ Accounts Officer. In respect of Low Tension (L T) services, the 
assessment, billing and collection of revenue is done in various Section Offices in 
a Division. The accounting thereof is done in the Revenue Branches attached to 
the Division and then consolidated at Circle level. At the Board level, finance and 
accounts are under the overall control ofthe Accounts Member, who is assisted 
by the Chieffinancial Controller (General), Chief Financial Controller (Revenue), 
and three Financial Controllers. 

A review on assessment and collection of revenue was last included in the Audit 
Report of the Comptroller and Auditor General of India for the year 1982-83 -
(Commercial) - Government of Tamil Nadu. The Committee on Public 
Undertakings (COPU) had given its recommendations in its 17th Report ( 1991-92) 
presented to the Assembly on 28 September 1991 . Non-implementation of 
COPU's recommendation regarding clearance of arrears in consumer ledger 
postings and reconciliation with cash book is discussed in Paragraph 3B.9.1 infra. 

The present review covers matters relating to fixation and revision of tariff and 
other charges, assessment, billing and collection of revenue for the last five years 
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ending 31 March 2000. Test check was conducted in 12 out of37 EDCs and 55 
out of 178 Revenue Branches during the period between November 1999 and May 
2000. 

3 B. 4. I Fi:mtion of Tariff 

Section 49 of the Electricity (Supply) Act, 1948 empowers the Board to frame 
uniform tariff for supply of electricity after considering the nature/purpose of 
supply, for co-ordinated development of supply and distribution of electricity 
within the State, in a most efficient and economical manner. However, with effect 
from I March 1978, after enactment ofthe Tamil Nadu Revision ofTariff Rates 
on Supply of Electricity Energy Act, 1978, this power was transferred to the State 
Government. Since then, the tariff is fixed/revised by the State Government after 
considering proposals submitted by the Board. The details of tariff revisions 
effected from various dates during the last fi ve years ended 3 I March 2000 are 
indicated in Annexure-1 7. 

38.4.2 Tamil Nadu S tate Electricity Regulatory Commission 

Consequent to the enactment of the Electricity Regulatory Commissions Act, 
1998 (ERC Act 1998), the State Government constituted (March 1999), the Tamil 

adu State Electricity Regulatory Commission (T SERC), with a Chairperson 
and two members. One ofthe functions of the T SERC was the determination 
of the tariff for sale of electricity within the State. As per the provisions of 
Section 29.1 of the ERC Act 1998, notwithstanding anything contained in any 
other law, the tariff for supply of electricity in a tate shall be determined by the 
TNSERC. The Board submitted (May 1999) proposals for revision oftariff The 
State Government viewed (June 1999) that the TNSERC was not virtually 
functioning and hence, it could revise the tariff as done hitherto. It was observed 
in audit that the TNSERC was functional from September 1999, as two members 
had joined by then. Despite this, the State Government revised (January 2000), 
the tariff with effect from 7 January 2000, without referring it to the T SERC. 

3B.4.3 Tariff policy/structure 

The tariff are fixed separately for HT and L T consumers and different rates are 
fixed for various categories of consumers, like industries, educational institutions, 
Government hospitals, lift irrigation, public lighting and water supply, cottage and 
tiny industries, domestic, agriculture, etc. Tariff revisions were proposed by the 
Board to mobilise additional revenue in order to cover the revenue gap on account 
of factors like increase in costs, free supply to agriculture, etc ., and to maintain the 
minimum three per cent return on capital/debt service coverage ratio of I . I . I . 
However, the actual rate of return achjeved by the Board ranged between (-) I . 90 
per cent and (-) 23 .18 per cent during the last five years ended 31 March 2000. 
The shortfall was made up by subsidy granted by the State Government, ranging 
between Rs.415. 93 crore and Rs. I 076.22 crore during five years ending 31 March 
2000 vide details in Annexure-18. Instead of disbursing the subsidy in cash, 
Government adjusted the subsidy from the equity contribution already made to the 
extent of Rs.228.21 crore in 1996-97. Rs.314. 92 crore in 1997-98 and Rs.826.05 
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crore in 1998-99. The details of revenue, expenditure and loss per unit sold and 
the total loss for each year during the five years ended 31 March 2000 are given 
in Annexure-18A. The fo llowing points were noticed in audit: 

3 B.4. 3. 1 Delay in revision o.f tariff 

o specific interval has been prescribed for revision of tariff but, in the past (up 
to 1995) tariff had been revised annually (i.e., I March 1993, 1 March 1994 and 
I February 1995). However, subsequent revisions were made belatedly as 
indicated below: 

Date of submission Proposed date of Date of effecting Revenue increase due to 
of proposals h~· effect revision b~· reYision 
Board Government 

As proposed As apprond 
b~· Board b~· Govern-

ment 

(Rupees in crorc) 

25 November 1996 I December 1996 15 February 689.69 630.00 
1997 

17 March 1998 I April 1998 20 Jut~· 1998 77~.5~ 652.17 

19 Ma~ 1999 I June 1999 7 January 2000 68~.50 -181.89 

It was observed in audit that the delays ranging between one and- a- half and two 
years on the part of the Board in proposing tariff revisions and by Government in 
effecting them resulted in loss of potential revenue amounting to Rs.l 060.94 crore 
to the Board (Rs.630 crore in 1996-97, Rs.190 crore in 1998-99 and Rs.240 94 
crore in 1999-2000). 

3B.4.3.2 Ad-hoc.flXation of tariff 

Category-wise details of number of consumers, consumption of energy, revenue 
earned and their percentage during the last five years ended 31 March 2000 are 
given in Annexure-19 and the contribution of different categories of consumers 
during the same period is given ~n Annexure-20. 

It may be seen from the Annexure that there was contribution only from industrial 
and commercial consumers and the other categories showed negative contribution. 
The tariff revisions were made on adhoc basis and not scientifically after 

considering costs, extent of cross subsidy under each tariff and subsidy to be 
received from Government on account of free/subsidised supply to agriculturists, 
etc., due to Government 's policies. While the estimated overall end cost of supply 
had increased by 28.4 per cent in 1998-99 and by 11.9 per cent in 1999-2000, 
since the previous tariff revision in February 1997 and July 1998, the proposals 
submitted by the Board contemplated increase in tariff by only 15 per cent and 
9.27 per cent, respectively. The tariff revisions thus, did not keep pace with 
increase in costs. As a result, the Loss per unit sold increased from 3.12 paise in 
1995-96 to 47.38 paise in 1999-2000 vide Annexure-18A. 
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38.4.3.3 Free supply to agriculture 

Prior to I August 1990, free supply of electricity was given only to small farmers 
having 2 5 acres of wet land or 5 acres of dry land . There after, free supply was 
given to all agriculturists. The consumption of the agricultural ector ranged 
between 26 85 per cent and 29.52 per cent of the total energy sold during the 
five years ending 3 I March 2000 The lo to the Board on account of such free 
supply increased from Rs.11 33 .05 crore in 1995-96 to Rs.2290.66 crore in 
1999-2000 vide details in Annexure-21 . The following points were noticed in 
Audit: 

As per the Common Minimum National Action Plan for power, the Government 
of india directed (December 1996) that the tarifffor the agricultural sector should 
be atleast 50 paise per unit and that it shou ld be brought to 50 per cent of the 
average cost in three years. However, the proposals of the Board (March 1998 
and May 1999) in this regard were not accepted by the Government. 

Free supply of electricity was originally made with the social objective of helping 
small farmers. Free supply was, however, subsequently extended to all 
agriculturists, including big landlords and those engaged in ratsmg 
cash/commercial crops, etc , who should have been excluded, as they could afford 
to pay the current consumption (C. C) charges However, when the Board tried 
to withdraw the concession already extended in such cases, some consumers 
approached the Court and obtained stay orders. In a recent (September 1999) 
common order, in a case filed by the Raja Mounaguruswamy Trust and others, the 
High Court, Madras held that in the absence of any restriction to the word 
'agriculturist' in the tariff notification, the concession of free supply could not be 
taken away by a clarificatory order, without formal amendment to the tariff A 
test check in audit in 3 5 divisions revealed that the Board could not recover an 
amount of Rs 7.98 crore relating to the period from 1996-97 to 1998-99 from 504 
consumers, who were ineligible for free supply due to this lacuna in the tariff 
notification. Further, even in the tariff notification issued on 7 January 2000, this 
lacuna has not been rectified . 

311. 4.3. 4 Self financing scheme for agriculturists 

(a) The Government introduced (I February 1992), a Self Financing Scheme 
(SFS), under which an applicant would be given service connection on payment 
of Rs.0 .25 lakh or actual cost, whichever was higher, besides payment of C.C 
charges at Rs. 150 per HP per annum. The scheme was modified (14 February 
1995), providing for payment of Rs.O I 0 Iakh per service connection and again (6 

ovember 1995) provid ing for payment of Rs.O.l 0 Iakh per service connection, 
if the cost of service connection was within Rs.0.50 Iakh or actual cost, if it 
exceeded Rs.0.50 lakh, besides payment of C.C charges at Rs.250 per HP per 
annum or metered tariff at 50 paise per unit, at the option of the consumer. Since 
the estimated average cost of giving a service connection, which was Rs. 0.25 lakh 
in February 1992 had increased to Rs.0.75 lakh,Govemment's decisions in 
February 1995 and November 1995 not to collect the full cost from all applicants 
was unjustified . Further, the rate of Rs.250 per HP per annum, works out to 
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only I I paise per unit and should have been fixed at Rs.11 35• being the equivalent 
of 50 paise per unit under metered tariff. 

(b) The C.C charges was increased to Rs.250 per HP per annum with effect 
from 14 February 1995, but the Board continued to collect it at the pre-revised 
rate ofRs. 150 per HP per annum from those who had availed of supply under the 
SFS before 14 February 1995. Even though the omission was pointed out by the 
Internal Audit in July 1997, the Board decided (April2000) to collect C.C charges 
at the rate of Rs.250 per HP per annum only from 7 January 2000 on the ground 
that this r'!te was specified in the tariff effective from that date. Since the rate of 
Rs.250 per HP per annum had been specified in the tariff right from 14 February 
1995, there was no justification for not charging it from that date. Failure to do 
so resulted in loss of revenue of Rs.84.55 lakh in 35 divisions test checked in 
audit. 

(c) Applicants under the FS are issued notice to deposit the service 
connection charges within 60 days. Though the Government had revised the 
charges fi-om 6 ovember 1995, the Member (Distribution) had issued instructions 
only in January 1996 that where such notice had not been issued, the applicant 
should be required to pay the revised charges. It was noticed in audit that in 26 
cases in Aranthangi, Pudukottai and Palani divisions, notices were issued to 
applicants after 6 ovember 1995 for payment of service connection charges at 
the pre-revised rate of Rs 0. I 0 lakh only, instead of the actual cost, where it 
exceeded Rs 0.50 lakh Contravention of Government orders by the Board thus, 
resulted in loss of Rs 27.48 lakh to the Board 

3 B. 4. 3. 5 I. T tar~[{- Non-revision of Montltly Minimum (M.M) Charges 

Though the tarifT for C.C charges had been increased on several occasions in 
respect of all categories of consumers, due to increase in capital and generation 
cost, the M M charges and fixed charges have remained unchanged since March 
1994 On a te t check, it was observed in Audit that about I 0 per cent of 
industnal consumers were paying only M.M. charges at Rs.40 per KW per 
month. Had the charge been increased to Rs.45 in February 1995, Rs .55 in 
February 1997 and Rs.60 in July 1998 in tune with the increase of 12 per cent, 
15.65 per cent and 12.2 per cent in C.C charges effected in the tariff revisions 
implemented in those months, the Board would have earned additional revenue to 
the extent of Rs.24.88 crore during the period February 1995 to March 2000 by 
way of M M charges in re pect of L T industrial tariff alone. The Board stated 
(October 2000) that this aspect would be examined during the next tariff revision 

As per the fonuula gil en in sub-dause 8.03 of clause 37 of the .. Terms <tnd <:ontlitions 
of suppl~ of Electricity", the computet! consumption per HP in agricultuml sen ices 
works out to 2178 units per annum. On this basis, the CC ch)!~cs of Rs.2SO per HP 
is equal to II paise per unit. Thus, if CC charges are levied at 50 paise per unit, the 
annual charge per HP would be Rs. IJ35. 
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3 B. 4. 3. 6 Undue concession to Cinema Theatres 

Under the tariff prior to 1 February 1995, Cinema Theatres, Studios, Laboratories 
and Research l nstitutes were grouped under one tariff. However, when the tariff 
was revised with effect from that date, Government classified Cinema Theatres 
under a separate category, in which the rate per unit was Jess by 70 paise and 40 
paise than the rates applicable to Studios, etc under HT and L T tariff respectively 
When the tariff was next revised with effect from 15 February 1997, Cinema 

Theatres were again classified under the higher tariff applicable to Studios, etc. 
The unju tified reduction in tariffto Cinema Theatres between February 1995 and 

January 1997 had resulted in loss of revenue amounting to Rs. l .33 crore in 
respect of20 Divisions and one EDC test checked in audit. It is also relevant to 
mention that as Cinema Theatres are commercial organisations, they should have 
been charged under the commercial tariff, as was being done prior to 1989 and 
which is the practice in the three neighbouring States of Kerala, Karnataka and 
Andhra Pradesh. 

3 B. 4. 4 Revision r~f miscel/aneou.'i charges 

Section 49, read with Section 79 U) of the Electricity (Supply) Act, 1948 
empowers the Board to fix the rates for miscellaneous charges for service 
connections, reconnections, registration, testing, meter rent, etc. It was observed 
in Audit that the Board does not have any system to ascertain the cost of these 
items annually, so as to ensure that the miscellaneous charges are revised wherever 
there is substantial increase in cost. These charges were last revised only from I 

ovember 1999, due to escalation in costs, more than five and a half years after 
the previous revision on I March 1994 except development charges, which were 
last revised in June J 991 . The new rates represented an increase ranging between 
33 l /3 to 50 per cent of the old rates for various items. Had these rates been 
revised timely, say by I April 1997, to the extent of 50 per cent of the increase 
effected in November 1999, the Board could have earned additional revenue of 
Rs.17.32 crore (in respect of service connection charges and development charges 
alone) . 

In respect of HT services, meter readings are taken monthly by the Assistant 
Divisional Engineer. The bi lls are issued to the consumers by the EDC, and the 
consumers are required to make payment within eight days. In respect of L T 
services, bi-monthly spot billing system is followed. The assessors would record 
the meter readings in two meter cards, viz. the green meter card and the white 
meter card. The green meter card is retained by the Board, while the white meter 
card would be kept with the consumers. The assessor also assesses the amount 
payable towards C.C charges and notes down the amount payable in both the 
cards. The consumer is required to pay the amount within the fifteenth day of the 
following month. Instances of short levy ofC.C charges due to incorrect billing 
are discussed below: 
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3B. 5.1 Billing of recorded demand instead of contracted demand 

As per clause 13 . 12 ofthe Terms t nd Conditions ofSupp1y, the consumer will be 
required to pay only the actual recorded demand instead of contracted demand 
when an industry is under total closure due to strike, lock out, etc. Though there 
was only partial strike from June to September 1995, the consumer (Sumangala 
Steels (Private) L imited) was initially charged for the recorded demand alone, 
instead of contracted demand. The Board raised the demand for the shortfall of 
Rs . l 1.20 lakh only in July 1998, after three years, while finalising the consumers 
account on termination of the agreement . After adjusting the current consumption 
deposit, etc., a sum of Rs. I I .49 lakh was still due from the consumer, which had 
not been paid so far. Had the bills been rendered correctly in the first instance 
itself, the amount could have been. collected as the consumer had been prompt in 
settling the bi ll s. 

3 B. 5. 2 Delay in detection o.f meter def ect.-; 

As per the provisions of Parae,rraphs 32. 10 (iv) and 35 .01 ofthe Board's Revenue 
Manual, at the time of taking meter reading, the reasons for low or sudden fall in 
consumption shall be investigated by the Board ' s engineers and remedial action 
taken. Due to failure to conduct the prescribed checks, the meter defects, etc ., 
were detected much later by the Anti Power Theft Squad (APTS)/Board's 
engineers, resulting in the Board being unable to collect the shortfall in billing 

· amounting to Rs.28.84 lak h from three consumers as discussed below: 

(a) On inspection (March 1993) of the Chennai EDC North - HTSC No.1403 
- Tamil Nadu Air Products Limited by APTS, it was found that the meter was 
defective. On the basis of consumption of power per unit of production, it was 
concluded that the meter was defective from October 1990 itself The bills from 
October 1990 to January 1993 were accordingly revised (March 1994) raj sing 
additional demand ofRs.9.04 lakh . Though the consumer paid (April 1994) only 
Rs.O.SO lakh, no action was taken against him for over five years, after which a 
disconnection notice was issued (October 1999). The consumer approached the 
Court , w hich granted an order of interim stay and directed to pay SO per cent of 
the amount due. ubsequent1y, the consumer paid Rs.4.27 lakh in December 
1999 The balance of Rs 4.27 lakh was still due, pending disposal of the case 

(b) On inspection ofthe HT SC No.S4- Sri Ayyan Textiles (Private) Limited 
in Coimbatore EDC orth by APTS on 4 February 1993, it was noticed that the 
consumption of power was very low (0.3 I to I. 78 unit per Kg . produced as 
against 2 75 units per Kg . produced in similar spinning mills) during the period 
from May 1989 to May 1991 . However, the bills for the short levy of Rs 14 lakh 
during this period were revised only after three years (July 1996). The consumer 
approached the Court and obtained (October 1996) injunction restraining the 
Board from effecting recovery. The case was still (June 2000) in progress. 

(c) Connection to HTSC o 2302 - Central Hotels (Private) Limited in 
Chennai EDC Central was effected on 27 February 1995, but it was noticed only 
in March 1996 that the meter was recording only two-thirds of the consumption. 
Therefore, the bills were revised and demand for the short levy of Rs. l 0.57 lakh 
was made in May 1996. The consumer moved the Court and obtained an 
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injunction re training the Board from disconnecting the supply. The case was still 
(June 2000) in progress. 

3115.3 Delay in testing meter 

The consumer rinivasa lndustrie (HT. SC. o. I 05 of Madurai EDC) had tiled 
Court cases contesting the bills for July 1993 and from June to October 1994, on 
the grounds that the meter was defective. The Court ordered (April 1995) that the 
consumer need to pay only 50 per cent of the bills rrom October 1994 till disposal 
of the case. The Board's standing Counsel had advised (April 1995) that action 
may be taken under Section 26 (6) ofthe Indian Electricity Act 1910 to get the 
meter tested by the Chief Electrical Inspector to Government (CElG). However, 
the meter was got tested by CEIG only on 23 September 1996. The results 
showed that the meter had only minor defects on account of which the excess 
billing up to August 1996 was assessed at Rs.4. 14 lakh only 

It was observed in audit that the Board should have arranged for testing of the 
meter when the consumer contested the bi ll for July 1993, or at least in April 
1995, based on the advice of the standing counsel, especially in view ofthe Court 
order permitting the consumer to pay only 50 per cent ofthe bills The delay of 
16 months for testing the meter resulted in accumulation of arrears to the extent 
of Rs 84 18 lakh up to August 1996. The consumer failed to pay the bill for 
August 1996 and the service was disconnected on 13 eptember 1996. As it was 
reported that the factory was closed and that the Board would not be in a position 
to realise more than Rs.3 lakh from the property of the consumer, the chances tor 
recovery of balance of arrears amounting to Rs.8 1.18 lakh are bleak . 

3/J. 5. 4 Delay in hilling- Pondicherry Electricity Department 

Power is drawn by the Union Territory of Pondicherry from Neyveli Lignite 
Corporation ( LC) through the Tamil adu grid. The Board charges the 
Pondicherry Electricity Department at the rates paid by it to LC plus 
transmission loss, wheeling charges, etc. The revised rates payable to LC, from 
28 May 1996 and 5 October 1996 were approved by the Board in January 1998. 
Though these rates were communicated (March 1998) to the Yillupuram EDC, 
the bills were continued to be rendered at the old rates. Revised bills were issued 
only in March 1999, after the omission was pointed out by Audit in February 
1999, and the difference ofRs.70.64lakh collected in March 2000. Due to delay 
in billing at the revised rates, the Board incurred interest burden of Rs.9.89 lakh 
on cash credit calculated at 14 per cent on Rs. 70.64 lakh for one year. 

38 . 5. 5 Incorrect application of tar([{ 

As per the tariff effective rrom 1 February 1995, L T tariff LV (i.e. industrial tariff) 
was applicable to nine specified industries and "Industries not covered under 
tariff'- 111" (applicable to cottage, tiny industries, etc.). Since the expression 
"industry" had not been clearly defined, the Board issued (June 1995) instructions, 
that to be classified under LT Tariff-IY, the consumers other than the nine 
specified industries should produce a certificate from the Government Industries 
Department/District Industries Centre I Local bodies to the effect that their 
concern is an industry. If they failed to produce the certificate, they should be 
classified under the higher L T Tariff-Y, i.e., commercial tariff On a test check in 
audit, it was noticed that in contravention of Board' s Orders, 168 consumers, who 
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did not produce the certificate were classified under the industrial tariff, instead 
of the commercial tariff resulting in loss of revenue to the Board amounting to 
Rs .l . I 0 crore during the period from February I 995 to March 2000. 

313. 5. 6 LT industrial services with connected load of 25 H P ami abo"e­
non-installation of separate meter to record lighting and non­
industria/loads 

Meters of higher capacity installed in L T power services with a connected load of 
25 HP or more would not record the consumption of lighting and other non­
industrial loads when the power load is not being utilised. The Board therefore 
issued (April 1986) instructions that a separate meter should be installed in such 
services for recording the consumption of such loads and the consumption 
recorded in both meters totalled and billed. A test check in audit disclosed that 
in 124 cases, separate meters had not been installed, resulting in loss of revenue 
of Rs.43 .64 lakh • during the period from April 1997 to March 2000. 

3 B. 5. 7 Violation of terms and conditions of supply 

As per Clause 4.02 of the Terms and Conditions of Supply, a consumer shall avail 
of only HT supply, if the connected load exceeds 150 HP. Further, as per Clause 
8.02, within a door number/sub-door number, a consumer will not be given more 
than one service connection. A test check in 13 divisions revealed that in 21 
service connections, more than one L T service connection was given to one 
consumer within the same door number and in each case, the total connected load 
exceeded 150 HP. Such services should have been given supply under HT tariff 
only. The violation resulted in loss of revenue of Rs.2.66 crore, being the 
maximum demand charges leviable had those services been brought under HT 
tariff. 

3 B. 5. 8 LT industrial tariff- L T Current Transformer (LTC1) services-
Monthly billing 

Under the L T tariff, industrial consumers having a connected load between 75 HP 
and I 50 HP are termed L TCT services, since metering arrangement is linked with 
the current transformer. Such consumers can opt for billing, which will be the 
same as HT industrial tariff with monthly billing. It would be appropriate that all 
L TCT consumers are billed monthly like HT consumers, instead of bi-monthly for 
L T consumers. Based on the average annual revenue of Rs. l47.60 crore per 
annum from 3726 such services (out of a total of9669 services), monthly billing 
would result in savings to the Board amounting to Rs.86. 10 lakh per annum 
(computed at 14 per cent per annum) towards interest on working capital. The 
Board stated (October 2000) that the suggestion for monthly billing has been 
introduced in Madurai and Coimbatore Regions as a trial measure with effect from 
September 2000 . 

• Based on the total of 181 KW of lighting and non-industrial loads in these 12-' 
sen ·ices, calculated at si:\ hours per day for three years. 
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As per the prescribed procedure, after registration of an application for a HT 
service connection/additional load, a feasibility report has to be prepared within 
30 days and the load sanctioned, if it is possible to effect supply within one and a 
halfyears After such sanction, the consumer is required to pay Earnest Money 
Deposit (EMD) within 30 days, and intimate read iness to avail of supply within 
180 days. The estimate for the work was to be prepared within 45 days of 
intimation of readiness by the consumer. The work would be taken up after the 
consumer remitted the service connection charges, development charges, etc. The 
consumer is required to avail of supply withjn three months of completion of the 
work by the Board If the consumer avails of supply after three months, he shall 
pay M.M charges at the notified tariff rates for the period from the expiry of three 
months period till the date of a vailing of supply. Delay by the Board in effecting 
service connection would therefore result in loss of revenue in terms of M M 
charges for the period of delay. It was noticed in audit that in seven cases, there 
were delays by the Board ranging from 1 0 to 60 months in effecting service 
connections resulting in loss of revenue of Rs. 12.76 crore towards M .M charges 
as detailed below. 

38. 6. 1 Chennai EDC/North HT supply to SPIC Petrochemicals Limitetl 

The Board accorded (July 1995) sanction for a load of28000 KVA to a consumer 
and the estimate for the work was sanctioned in February 1996. The consumer 
executed the agreement and paid, by March 1996 the amount ofRs. 1.09 crore due 
toward service connection charges. The consumer had requested (June 1996), 
the Board to complete its works by August 1996, as they would be ready to avail 
of power by then . As the Board 's works were not completed, the consumer 
requested {April 1997) supply of at least 3000 KV A from the existing feeder for 
their pre-commissioning activities. l t was reported (June 1997) that the Board 's 
works were completed except for installation oftime ofthe day meter. However, 
for providing only 3000 KVA for the time being, the II 0 KY/CT with ratio of 
600/300/15011 Amp., already erected would have to be replaced by a CT with 
lower ratio of25/l Amp. to suit the lesser current load and to ensure accuracy of 
meter readings. o further action was taken in the matter, the reasons for which 
were not on record. Thus, the delay of 33 months (July 1997 to March 2000) on 
the part of the Board in giving service connection had resulted in loss of revenue 
by way ofM.M charges amounting to Rs.11.55 crore. Had the Board effected 
supply for at least 3000 KVA from the existing feeder, as requested by the 
consumer, it could have avoided loss of revenue to the extent of Rs. 1.24 crore. 

The Board stated (October 2000) that after completion of the work, three months' 
notice to avail of supply was issued on 4 July 2000, and that the delay was due to 
following the existing procedure at various stages. Further, as the applicant had 
not insisted for supply of3000 KV A, this was not extended then. This reply is not 
acceptable, as only minor works remained incomplete in June 1997, and the 
consumer had not withdrawn his request for supply of3000 KV A. 
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38.6.2 Chennai EDC/North - Triveni Alloys 

The consumer was sanctioned (July 1995) a new service connection w ith a 
demand of I 900 K Y A. After completing all its works, the Board issued notice on 
I 0 July 1997 to the consumer to avail of supply. The consumer intimated on 9 
October 1997 his readiness to avail of supply, which was stated to be recei ved 
o nly on 17 October 1997. Instead of following the normal procedure of effecting 
the supply, and including the M .M charges for the eight days delay in availing of 
supply in the first bill, the consumer was asked fpr payment of MM charges for 
eight days before effecting supply. After protracted correspondence, the consumer 
paid Rs.O. 74 lakh on 22 October 1998, and the service connection was effected 
on 21 December 1998. Since, the Board did not effect the supply when the 
consumer was ready, it could not collect the M.M charges for 14 months from 
October 1997 to ovember 1998, resulting in loss ofrevenue ofRs.35.621akh. 

JR. 6.3 Dimligul EDC - Vellahomanpatti Distribution- Anand Traders 

The consumer had applied (March I 994) for conversion of his L T service ( I 04 
KVA) in to HT service (300 KVA), and accordingly, a maximum demand of300 
K Y A was sanctioned (August 1994). The consumer reported his readiness on 21 

ovember 1994. On sanction ( I 0 January 1995) of the estimate the consumer 
remitted (24 January ) 995) the service connection charges. Whi le the Board ' s 
work was in progress, the APTS inspected the service on 3 February 1995, and 
reported that there was unauthorised load of 142. 13 HP. Based on this, a show 
cause notice was issued ( 1 March 1995) to the consumer, followed by an 
assessment notice for Rs. 17.62 lakh. The consumer filed a case in Court, which 
was decreed ( 13 January I 998) in his favour. The Board's appeal (March 1998) 
was still pending. In this connection, it was observed in Audit that orders had 
been issued as early as in September 1991 that sanctio ned additional loads 
installed should not be treated as unauthorised, if the consumer had given 
readiness notice. Failure to comply with these instructions had thus resulted in 
delay in effecting the service connection, leading to a loss of revenue amounting 
toRs 14 .35 lakh by way of M.M charges from February 1995 to January 2000. 

T he Board stated (October 2000) that at the time of inspection, the loads were 
connected to the EB mains. However, it was observed that the Superintending 
Engineer of the EDC had stated (February 1996) that it cou ld not be confirmed 
from the APTS report as to whether the ioads were connected to EB mains or to 
the consumers' generator set. 

JR. 6.4 Dindigul EDC- HT supply to Amaravathy Venkatesa Paper Mills 

Sanction of load of 990 KV A was accorded to the consumer on 14 October 1996, 
with a condition that the supply would be effected only after enhancernent of 
transformer capacity in the Madathikulam sub-statio n. The consumer expressed 
his readiness on 20 November 1996. Although, the enhancement work was 
completed on 12 January 1998, the service connection was effected only on 20 
November 1998. The delay was due to the decision taken by the Board to effect 
supply either after disposal of a case filed in Court by a sister concern of the 
consumer, or if the sister concern agreed to certain conditions stipulated by the 
Board. Even after the sister concern agreed (April 1998) to the conditions, supply 
was not effected. However, the Board subsequently (6 November 1998) decided 
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to effect supply withs:>ut insisting on the conditions. The unwarranted delay often 
months in effecting supply resulted in loss of revenue towards M M charge of 
Rs.13 .371akh to the Board. 

JB. 6. 5 Dindigul EDC - Prmdian Te.xtile Mills - Additional load 500 KVA 

The consumer, who was availing of tariff concession for new industries, appli ed 
for additional load on I 0 July 1996. The feasibility report was prepar~d on 22 
January 1997 after a delay of more than five months and the load sanctioned on 
6 February 1997. The consumer paid EMD on 6 February 1997 and reported 
readiness on 7 February 1997. As per the revised tariff effective from 15 February 
1997, new industries set up after that date were not eligible for any tariff 
concession. llowever, it was only in February 1999 (after a delay of24 months). 
the Board decided that new industries already enjoying tariff conces ion would be 
given additional load only if they gave an undertaking that they agreed for 
restriction of tariff concession to the already sanctioned demand and 
corresponding energy consumption. The consumer gave the required undertaking 
on 13 February 1999, and paid the development charges of Rs.1.25 lakh on 26 
March l 999. The additional load was effected on 8 eptember 1999 after a delay 
offive months. Since the Board's works (increase in transformer capacity, etc., ) 
were completed by March 1998, the delay of 18 months in preparing feasibility 
report, deciding on restriction of tariff concession to existing sanctioned demand 
and in effecting service connection resulted in loss of revenue amounting to Rs. 13 
lakh towards M.M charges. 

JB. 6. 6 Dindigul EDC- GVG Paper Mills- AdditionrLI demand of 500 KVA 

The sanction fo r additional load of 500 K VA was issued on 17 February 1997. 
Though the consumer intimated readiness on 29 March 1997, the estimate was 
sanctioned only on 26 ovember 1997 and the consumer was intimated to pay 
service connection charges, etc. only on 26 September 1998. The consumer paid 
the amount on 3 October 1998, but the additional load was effected only on 5 
March 1999. The reasons for delay of six and a half months in preparing the 
estimate and five months in effecting the service connection were not avai lable on 
record. The delay of ten months in intimating the service connection charges 
payable was attributed to a Court case relating to concessional tariff for new 
industries in respect of another HT service of the con umer, which was, however, 
not in any way related to this service connection. Since the Board 's works 
(increase in transformer capacity, etc.,) were completed by January 1998, the 
avoidable delay of 13 months in effecting the additional load resulted in loss of 
revenue of Rs. 9. 7 5 lakh towards M. M charges. 

JB. 6. 7 Vel/ore EDC - MRF Limited - Additional demand of 230() KVA 

Based on the application of the consumer for additional demand for 2300 KYA, 
the feasibility report was called for on 16 December 1997. The feasibility report 
was prepared on 26 February 1998 and load sanction accorded on I 4 October 
I 998 involving a delay of seven months. The consumer paid EMD on 19 
December 1998 and reported readiness on 2 January 1999. The estimate was 
sanctioned on 22 February 1999. Though the consumer paid the service 
connection charges, etc., on II March 1999, the additional demand was effected 
only on 27 June 1999, though the actual work involved was only minor in nature. 
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The delay in according sanction and eiTecting supply was attributed to (i) 
provision of separate gate, as per Board's requirement, only on I June 1998 by the 
consumer and (ii) attending to certain remarks made on 20 ovember 1998 by the 
APT ofthe Board. It was, hovyever, seen that the requirement of a separate gate 
was stipulated in January 1994 it elf, but was not pursued further, and even after 
the provision of the gate in June 1998, the proposal for administrative anction 
was forwarded to the Chairman for approval only on 15 September 1998. 
Further, the APT remarks should have been attended to immediately. Thus, the 
unwarranted delay of I 0 months at various stages resulted in loss of revenue of 
Rs.34.50 lakh by way of M M charges. 

An Anti Power Theft quad (APTS), under the control of an Inspector General 
ofPolice igilance (on deputation from the State Government) has been formed 
to detect cases of violation and theft of energy. Besides APTS, the 
Superintending Engineer of EDCs and officers under them are also required to 
conduct routine inspection of services to detect violation/theft of energy The 
pe1forrnance of the Superintending Engineers was found to be inadequate and 
instructions were issued (December 1998) emphasising the need to conduct 
regular and surprise inspections. The details of number of services inspected, 
cases of violation and theft detected by APTS and the amount involved during the 
last five calendar years ending 31 December 1999 are given in Annexure-22. the 
details of the amounts finally assessed, collected and the closing balance as per 
records of Vigilance Cell during 1997-98, 1998-99 and 1999-2000 (up to 
December 1999) are given in Annexure-23 

The following observations are made in audit 

The number of services inspected had come down sharply to 57425 in 1999 as 
compared to 94912 in 1998. No quantum/target has been fixed for check of 
service connections by APTS. The Board stated (January 2000) that APT would 
inspect all HT services annually, all L T/CT services biennially and that for 
agricultural services inspection is arranged in important cases, where suspicion or 
complaint exists for unauthorised loads. The extent to which this was adhered to 
could not be ascertained in the absence of category-wise details of service 
inspected. In as much as agricultural and hut services are un-metered and given 
free/subsidised supply, there is need to ensure that they are also regularly 
inspected, specially since the Board was aware that the free supply was being 
misused. 

The Board was able to collect only between 5.46 and 22.20 per cent of the 
demand raised in each year in respect of thef1 of energy cases, while recovery in 
cases ofviolation stood at 87 47 per cent and 91.54 per cent of demand raised. 
I n most cases of theft, the consu~ers approached the Courts and obtained stay of 
disconnection. Based on the recommendations of a Committee set up by it, the 
Board decided (August 1997) that in order to dissuade consumers from 
approaching Courts in such cases, they may be allowed to pay the compensation 
charges in easy installments. However, the Committee did not go into the cause 
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for pendency of cases in Courts and did not suggest mea ures to be taken to 
efrectively pursue such cases 

The points noticed in a few impot1ant cases of theft of energy are di cu sed below 

(i) As per the Terms and Conditions of Supply, extra levy for theft of energy 
would be made for a period of I 2 month or from the date of service connection 
to the date of detection, whichever i les It was ob erved that in three major 
cases of theft detected by APT in Chennai Circles that the uperintending 
Engineers of the Circle had asse sed the extra levy for lesser periods resulting in 
unintended benefit of Rs 34 72 crore (R 40 79 crore recommended by APT 
minu Rs 6 07 crore assessed by uperintending Engineer in respect of Rama 
Machinery Corporation, Triveni Alloys and Srinivasa Smelters). lt was also 
noticed that in respect of Srinivasa Smelters, the extra levy for maximum demand 
was calculated on the maximum demand of3296 KVA recorded during the period 
of theft, instead of on the sanctioned demand of 4400 KVA as per rules. 

The Board justitied the restriction of extra levy to les er periods on the ground 
that the Courts did not accept the levy for I 2 months as per the Terms and 
Conditions of upply, a they expected a reasoned speaking order in support of 
the assessment However, since the Terms and Conditions were issued under the 
powers vested in the Board under the Electricity (Supply) Act, I 948 and are 
binding on the consumer, there was no justi fication for making the as es ment on 
a different basis, without amending the Terms and Conditions, providing for a 
ditTerent method of assessment. 

(ii) As per the HT tariff, an industrial consumer u ing power for construction 
purposes shall be charged under HT commercial tariff Instructions were issued 
{April I 996) by the Board that in such cases, a separate meter shall be installed to 
record energy consumed fo r such purposes. The Terms and Conditions of Supply 
were also amended (May 1997) providing for penal action in ca es, where supply 
was drawn for such purpose without Board 's approval During inspections 
conducted in 1998, the APT detected ca es of such violations, an illustrative list 
of which is given in Annexure-24. Penal charges of Rs. 7.93 lakh was also 
asse ed However, it was decided (December 1998) to defer further acti6n and 
the instructions issued in April I 996 and the amendment to the Terms and 
Conditions of Supply issued in May 1997 were also proposed to be withdrawn. 
This was irregular, as the tariff specifically provides that energy drawn for 
construction purposes has to be billed under commercial tariff 

(iii) A case oftheft of energy was detected on 14 July 1994 in HTSC 1377, 
Vi was Carbide in Chennai Electricity Distribution Circle/North and compensation 
charges was assessed at Rs. I .36 crore. After considering the consumer's appeal, 
as per Court orders, the appellate authority viz., the Chief Engineer/Distribution, 
revised the compensation to Rs.1.44 crore. The consumer again approached the 
Court and as per Court directives Rs. l5 lakh was paid. The case was yet to be 
disposed of Another case of theft of enerb'Y by the same consumer was detected 
on 18 February 1997 and the service was disconnected on 21 February 1997. An 
amount of Rs.2.69 crore was assessed a compensation charges, but the show­
cause notice and assessment notices were returned/undelivered. The Board has 
not taken any further steps including termination of the agreement as per the 
Terms and Conditions of Supply. The Board stated (October 2000) that the 
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opinion of its Standing Counsel has been sought regarding issue of notice of 
termination of agreement. 

JB. 8. 1 Delay in realisation of revenue 

The position regarding assessment, collection and balance outstanding in respect 
of sale of energy during each of the last five years up to 1999-2000, as per the 
annual accounts is given in Annexure-25. ln this connection, the following points 
were noticed: 

(a) The percentage of collection of revenue to assessment ranged between 
95 .3 and . I01.2. The arrears in terms of months' assessment increased from 0.59 
in 1995-96 to 1.4 1 in 1998-99, mainly due to arrears in respect of Madras 
Aluminium Company Limited (MALCO), a major consumer amounting to 
Rs.307.39 crore as on 31 March 2000, which was under dispute. 

(b) The balance pending collection as on 3 I March 2000 as per the annual 
accounts was Rs.573 .65 crore as against Rs.480.99 crore as per statement of 
arrears prepared by the Board ' s Headquarters. The difference has not been 
reconciled . The balance of Rs.480.99 crore consisted of Government 
Departments/ Local bodies (Rs.53 .15 crore), disconnected services (Rs.37. 14 
crore), MALCO (Rs.307.39 crore), acquired undertakings (Rs. l2.42 crore) and 
others (Rs. 70.89 crore). 

Following observations are made: 

(i) The dues from Government Departments/Local Bodies increased from 
Rs.20.21 crore as on 31 March 1997 to Rs.53. 15 crore as on 31 March 2000. The 
Board, however, did not resort to disconnection of supply, keeping public interest 
'in mind. (ii) In respect of dues from disconnected services, action has to be taken 
under the provisions of the Tamil Nadu Electricity Board (Recovery of Dues) Act, 
1978, which gave powers to the Board to recover the dues by invoking the 
provisions of the Tamil Nadu Revenue Recovery Act, 1864. Though action was 
initiated under these provisions, in respect of does of Rs.34.50 crore as on 31 
March 2000, no amount could be recovered by taking possession of the properties 
during the last five years. This was stated to be due to factors like want of 
property details, party not traceable, pledging of properties with banks, pending 
Court cases, etc. Though a Committee was formed (June 1997) for review of 
disconnected cases where revenue arrears were pending for more than ten years, 
it has not so far taken up the work. (iii) An HT consumer, (MALCO) was 
declared sick (September 1997) by the Board for 1 ndustrial and Financial 
Reconstruction (BIFR). Based on representation from MALCO, the Government 
sanctioned (28 April 1992) certain reliefs like payment of arrears in installments 
and a concessional tariff ofRe.l per KWH for a period of four years. Considering 
these reliefs, BIFR sanctioned (December 1994) a scheme for rehabilitation, which 
was accepted (February 1995) by Government. MALCO resumed production 
from February 1995. Subsequently, Government ordered (December 1997) 
collection of normal tariff from 28 Apri l 1996 on the ground that the period of 
four years had expired on 27 April 1996. However, MALCO approached the 
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High Court, Madras contending that the period of four years should be reckoned 
only rrom February 1995, when production was resumed and obtained tay order . 
As a result, the arrears of current consumption charges rrom 28 April 1996, which 
was based on normal tariff, together with past arrears amounting to Rs.307.39 
crore, were pending collection. (iv) Recovery of dues amounting to Rs.28. 17 .. 
crore as on 3 I March 2000 was pending on account of cases filed in Courts. The 
Board has not compiled the details of the status of each case at the end of each 
year o as to identify delays at various stage like filing caveat petition, counter 
affidavits, petitions for vacation of stay orders, appeals, etc ., so as to ensure that 
Court cases are pursued quickly and effectively. It has also not reviewed the 
reasons in respect of cases lost by it, so as to take suitable remedial action, 
wherever necessary. 

Accounting and reconciliation in respect of the following items in Revenue 
Branches were in arrears as indicated below: 

(I) Consumer ledger postings were heavily in arrears for periods from April 
1987 onwards in 20 out of 3 7 EDCs. Though COPU had recommended 
(September 1991) that the postings should be brought up-to-date and reconciled 
with the cash book, the position has not improved. In this connection, it wa 
observed that as per the existing procedure the entries in the Green Meter Cards 
maintained in the Section Offices are transcribed into a Meter Card Register, 
which is sent to the Revenue Branch. In the Revenue Branch, the entries in the 
Meter Card Register are posted into the Consumers' Ledgers. It was suggested 
(April 2000) by Audit that for the future, in the case of domestic consumers, who 
constituted 80 per cent of L T services, the duplication of work in copying entries 
from the Green Meter Card into the 1eter Card Register and posting the same 
entries from the Meter Card Register into the Consumers' Ledger could be 
avoided by modifying the \.Jeter Card Register so that it would serve the purpose 
of the Consumers ' Ledger. This will lead to substantial savings in stationery and 
establishment costs. The Board stated (October 2000) that the matter is under 
process. 

(2) As per the Terms and Conditions of Supply in respect of L T consumers, 
the adequacy of the Current Consumption Deposits (CCD) should be reviewed 
once in two years, in April and May and additional CCD collected, wherever 
necessary. Lt was observed that there was delay in conducting the review due in 
April and May 1999, resulting in belated collection of additional CCD leading to 
consequential loss ofinterest amounting to Rs.3.50 crore. Further, as at the end 
of January 2000, the review was still to be conducted in respect of 3.54 lakh 
consumers. The Board stated (December 2000) that the delay was due to large 
number of vacancies in the Revenue Branches. 
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In order to encourage industries to conserve energy, the Government introduced 
(June 199 1) a scheme for appointment of energy auditors and preparation of 
reports on conservation of energy. Energy audit reports were received from 174 
HT consumers by November 1999, but details of implementation were received 
only from 18 HT consumers. In this connection, it was observed in audit that the 
punitive provisions providing for levy of penalty followed by disconnection were 
applicable only for delay in submitting the energy audit reports and not for 
delay/non-implementation of energy conservation proposals. Thus, in the absence 
of any provision to ensure implementation of energy conservation measures, the 
Board was not in a position to ensure that the primary objective of the scheme is 
achieved. 

The Board stated (October 2000) that consumers have expressed difficulties in 
implementing the proposals for energy conservation, due to further technical 
studies involved, financial crunch etc . Since, the main objective is to create 
awareness of importance of energy conservation, penal provisions for non­
implementation of enerbry conservation measures were not introduced, as it might 
hamper the progress of industrial sector. However, the fact remains that due to 
this lacuna, the ultimate success of the scheme cannot be ensured. 

The above matters were reported to the Government in July 2000; their reply had 
not been received (October 2000). 

Test check of tariff, billing and collection of revenue in the Tamil Nadu Electricity 
Board revealed deficiencies such as considerable delays in revision of tariff, 
continuing of concessions for agricultural supply, belated detection of meter 
defects, incorrect application of tariff, incorrect levy of penalty for theft, violation 
of Terms and Conditions of Supply, delay in giving service connection, etc., 
resulting in heavy loss of revenue and delay in review of adequacy of security 
deposits for L T consumers. 

ln order to strengthen the financial position of the Board, which is incurring heavy 
losses, there should be timely revision of taritY and other miscellaneous charges, 
in consonance with increase in cost. The Board should also take measures to 
avoid undue delays in givi ng service connections and detection of meter defects. 
Further, considering abnormal leakage of revenue there is urgent need to curb 
theft/pilferage by taking appropriate action against the defaulting consumers as 
well as prompt and correct assessment and collection of dues. 
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Non-recovery of Rs.3. 77 crore due to sanction of loan by deviating from 
norms. 

A project for manufacture of male condoms at a total cost ofRs.27.70 crore was 
taken up (1995) for implementation by Mls. Reddy Med Tech Health Products 
Limited with the financial assistance of Industrial Credit and Investment 
Corporation of India Limited (ICICI). Due to difficulties faced in raising finance, 
the Company was approached (June 1997) for sanction of term loan of Rs.2.50 
crore, which was sanctioned (August I997) in deviation of various norms (viz., 
independent appraisal of projects, prescribed limit for cost of projects, collateral 
security) and a sum of Rs.2.50 crore was disbursed during the period from 
November 1997 to March 1998. The repayment of the loan was to commence 
from l November 1998 and to end on 1 August 200 I . Due to the problems faced 
by the borrower such as delay in arrival of imported machinery, non-availability 
of firm orders, non-receipt of ISO 9002 certificate in time, the borrower defaulted 
in repayment of principal and interest and hence, the Joan was foreclosed by the 
Company in February 2000. The total dues accumulated to Rs.3.77 crore 
(including interest as on 3 I May 2000). A review of records relating to sanction 
of the loan revealed the following: 

(i) Despite reservations expressed by the Chairman of the Company regarding 
non-conduct of independent appraisal of the project and the promoter, the 
Company sanctioned the loan of Rs.2.50 crore, simply relying on the appraisal 
made by ICICI a year ago disregarding the reduction in capacity to 50 per cent 
of that projected in the appraisal of ICICl. Disregarding Chairman's suggestions 
for taking appropriate fixed assets as collateral security, the Board had sanctioned 
the Joan on personal guarantee of the promoter and his shares in the promoted 
Company, while the Chairman was not available. 

(ii) As per the existing policy the Company can finance projects costing up to 
Rs.20 crore only with proven track record . Deviating from this policy, the 
Company sanctioned loan ofRs.2.50 crore for a new project involving a project 
cost of Rs.27. 70 crore. As the loan proposal was not eligible for refinance, the 
Company granted Joan from its own funds, which remained locked up. 

The Government replied (July 2000) that in cases where the projects are financed 
jointly with [DBIIIFCI/ICICI, the appraisal memorandum of those institutions are 
accepted in toto unless the Company had any reservations on specific issues. In 
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spite of the reservations expressed by the Chainnan regarding the old appraisal of 
ICICI and non-availability of solid security to cover unexpected failures, the lo~n 
was granted for which the Company replied that the proposal was accepted by the 
Board of Directors. Thus, grant of loan without proper appraisal/security and 
deviation of stipulated norms resulted in non-recovery of Rs.3. 77 crore. 
However, the Company had not fixed any responsibility on the officers concerned 
so far (October 2000). 

Penal interest of Rs.l.OS crore could not be enforced due to failure of the 
Company to execute an agreement before allotment of land. 

As per the terms of Memorandum of Understanding (MOU) entered into (July 
1996) by Government ofTamil Nadu with Hyundai Motor India Limited (HMIL), 
the Company was to make available land to the extent of 543 acres at 
Irungattukottai at an agreed price of Rs.40 crore. The MOU stipulated that the 
payment for the land was to be made on terms mutually agreed between 
Government and HMIL. HMIL could retain L 5 per cent of the land cost to be 
released only on taking possession of entire land with clear title. 

The Company started allotment of lands without entering into a fonnal agreement 
with HM fL for payment of 85 per cent of the total cost. The required land was 
allotted in eight occasions from October 1996 to November 1998 with a 
stipulation that the payments were to be made within 30 days from the date of 
allotment. Of the eight allotments, only for the first and second allotments, HMIL 
paid the land cost within 30 days, stipulated suo-motu by the Company. On all 
the other occasions, payment was delayed ranging from 15 to 217 days. 
Considering the fact that the Company was a term lending institution and had to 
depend heavily on external borrowings, the Company should have claimed 
appropriate interest immediately after facing the delays in remittance. Instead, the 
Company raised a consolidated claim for Rs.1.19 crore. HMIL did not accept the 
claim and stated that the time frame for payment of cost was not fixed with mutual 
consent and the demand for interest was an afterthought. The Company could not 
enforce the claim as there was no agreement in this regard. 

The Government replied (August 2000) that a decision was taken by the Board 
of Directors to levy penal interest only for delays exceeding 60 days from the date 
of allotment on the request of the HMIL and recovered Rs. 14 lakh only as penal 
interest. The reply is not tenable since the Company should have entered into a 
fonnal agreement for levy of penal interest in case of delayed payments exceeding 
3 0 days from the date of allotment. Thus, failure of the Company in this regard 
and acceptance of the request of HMIL had resulted in loss of Rs. 1. 05 crore. 
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Avoida ble expenditure of Rs.0.27 crore due to improper selection of land 
for industrial complex. 

With the object of setting up industrial park near Coimbatore, the Company 
decided to acquire about 2000 acres of land subject to the conditions that the 
small landowners were not to be disturbed or dispossessed and land should be 
proximate to National Highways and connected by rail. 

With the assistance of the District Collector of Coimbatore, the Company 
identified 1530 hectares of land in five villages in October 1996. However, in 

ovember 1996 itself, the local villagers raised objection for the acquisition of 
land by the Company. 

In spite of these developments, the Company approached (March 1997) the 
Government and obtained orders for purchase ofland measuring 1423.14 hectares 
through private negotiation and also under urgency clause of Land Acquisition 
Act. Based on Company's request, Government also had sanctioned (July 1997) 
deployment of 155 personnel for acquisition. 

As the vi llagers resisted and indulged in agitation, road roko, etc., against the land 
acquisition, the Company approached the Government once again (May 1998) 
requesting withdrawal of orders for land acquisition and disbandment of land 
acquisition staff, which was also approved by Government in September 1998. 
In the meantime, the Company had spent Rs.27.08 lakh as establishment charges 

on land acquisition staff and officers. 

The Government replied (August 2000) that the selection of the site was made 
based on the very encouraging demand for industrial plots in all the identified 
areas. The fact remained that the Company had identified those locations despite 
prior knowledge about stiff resistance from the landowners and the Company 
should have gone for alternative locations for development of industrial park. The 
Company's decision to proceed with land acquisition in spite of stiff resistance 
from landowners even before the engagement of special land acquisition staff had 
resulted in infructuous expenditure ofRs.27.08 lakh. 
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Incorrect computation of income tax resulted in avoidable payment of 
penal interest of Rs.0.24 crore. 

While assessing the return of income filed by the Company for the assessment year 
1993-94, Income Tax Department disallowed the expenditure ofRs.81.66 lakh 
incurred on development efland, laying ofroads, etc., and treated them as capital 
expenditure. In spite of the above specific decision communicated (November 
1995) by the Department, the Company treated the development expenditure of 
Rs.l .26 crore relating to assessment year 1996-97 as revenue expenditure and 
paid tax lesser by Rs.58.17 lakh. However, the Department again disallowed the 
above claim of Rs. 1.26 crore and recomputed the income. Consequently penal 
interest of Rs.24.40 lakh was levied (February 1999) by the Department, which 
was paid in October 1999. 

The Management replied (May 2000) that the disallowance of development 
expenditure as revenue was intimated to them only in November 1995. The reply 
is not tenable as the fact of disallowance of development expenditure was made 
known to the Company by the Income Tax Department while assessing the return 
of income for the assessment year 1993-94 in November 1995 i.e., before due 
dates (March l996) of payment of advance income tax for assessment year 
1996-97. Thus, the erroneous claim of deductions and incorrect computation of 
tax resulted in avoidable payment of penal interest to the extent ofRs.24.40 lakh. 

The matter was reported to the Government in April 2000; their replies had not 
been received (October 2000). 

Avoidable extra expenditure of Rs.l.36 crore due to rej ection of lower 
offer for supply of wheat. 

Consequent on the introduction of Targeted Public Distribution System by 
Government ofindia with effect from June 1997, the wheat aJlotment to Tamil 
Nadu State was stopped and in order to continue supply of wheat under Public 
Distribution System, it was decided by the Company to purchase 40000 MTs of 
wheat in the open market for the first time. The Company obtained quotations 
(July 1997) from Uttar Pradesh Co-operative Federation (UPFED) and Punjab 
State Civil Supplies Corporation Limited (PUNSUP) for supply ofwheat spread 
over four months. The rate of Rs.6310 per MT quoted by PUNSUP initially 
(subsequently reduced to Rs.6250 per MT for August 1997 and increase of 
Rs. I 00 per MT every month for carry over charges) was higher than the offer of 
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Rs.60SO per MT quoted by UPFED. The terms of supply did not provide for any 
penalty for shortfall' in supplies in respective months. Even though the rates of 
UPFED were substantially lower and savings to the extent of Rs.1. 11 crore was 
estimated to accrue on procurement of 40000 MTs of wheat, the Company 
decided (July 1997) to purchase wheat from PUNSUP without assigning reasons 
for rejecting the lower offer. Accordingly, an agreement was entered into (August 
1997) with PUNS UP for supply of total quantity of 40000 MTs (August 1997 -
15000 MTs, September 1997- 15000 MTs and October 1997-10000 MTs). 

The following points were noticed in review of purchase of wheat from PUNSUP: 

(i) The Company had to incur an extra expenditure of Rs.1.36 crore due to 
rejection of lower offer from UPFED, which is against the principles of financial 
prudence. (ii) Even though the quantities and applicable rates were fixed for 
various months as per agreement, the Company paid higher rates applicable for 
September/October 1997 for short fall in quantities supplied in August/September 
1997 without enforcing any penalty leading to over payment of Rs.24.83 lakh. 
(iii) The rates actually paid ranged from Rs.6250 to Rs.6450 per MT as against the 
rate of Rs.6200 to Rs.6270 per MT approved by the State Government. 

The Government stated (June 2000) that the offer received from UPFED was 
reviewed by the Board ofDirectors of the Company and decision was taken not 
to proceed further in the issue. However, the fact remained that the rejection of 
the lower offer without recorded reason lacked justification, especially considering 
the extra expenditure involved. Thus, the Company had incurred an avoidable 
extra expenditure of Rs. l.36 crore on the purchase of wheat (39090.110 MTs) 
from PUNSVP. 

Non-recovery of Rs.l.63 crore due to sanction of term loan by relaxation 
of specified conditions. 

The Board of Directors of the Company took a policy decision in February 1992 
to ban the fmancial assistance for the industrial units for manufacture of alloy steel 
and other related castings for a period of one year till the already assisted units 
were commissioned and their performance reviewed. Accordingly, a proposal 
from M/s. Pranav Alloy Steels and Castings (Private) Limited, for financial 
assistance to set up a new foundry unit was rejected. In spite of the existing ban 
and poor performance by other assisted units, the Company reconsidered 
(December 1992) the loan application of M/s. Pranav Alloy Steels and Castings 
(Private) Limited, based on their request and stating that the promoter's 
experience and performance were satisfactory, granted a term loan of Rs. 79 lakh 
to the same unit. Further, the Company sanctioned (February 1993) and disbursed 
a sum ofRs. l4.97 lakh as bridge loan (December 1993 to June 1995). lt was to 
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be adjusted against a subsidy of Rs.15 lakh from Government of Tamil Nadu. 
Since the subsidy was subsequently withdrawn (May 1994) by Government, this 
bridge loan was converted as term loan. In the meantime, the Company 
sanctioned (January 1995) another term loan of Rs. 11 lakh to the unit and 
disbursed Rs. l 0.81 lakh (February - March 1995) to meet the cost overrun of the 
project. Considering the total loan of Rs.1.05 crore, the Company should have 
obtained a minimum ofRs.52.39 lakh (50 per cent of loan) as collateral security 
against which the Company obtained property worth Rs.4.5(} lakh only. The unit 
could not adhere to repayment schedules, which was stated to be due to increase 
in raw material cost and recession in automobile and textile industry. Due to 
mounting overdues, the Company foreclosed (August 1998) the loan, which 
accumulated to Rs.1.63 crore (including interest) as of March 2000. 

The Management stated (June 2000) that ~teps were being taken to recover the 
interest overdues in the first instance. The fact remained that the Company could 
not recover any amount towards principal even after expiry of more than four 
years from commencement of scheduled repayment viz., January 1996. Thus, the 
decision of the Company to finance the Alloy Casting unit by relaxing the existing 
ban, citing the experience of the promoter in spite of poor performance by other 
units in the same industry resulted in non-recovery of Rs. l.63 crore. However, 
no responsibility was fixed on the officers responsible for lapse in this regard. 

The matter was reported to the Government in April 2000; their replies had not 
been received (October 2000). 

No"-recovery of dues to the extent of Rs. l.38 crore due to improper 
sanction of term loan and inadequate security. 

The Company sanctioned (February 1996) a term loan of Rs.l.21 crore to 
Nariman H.Wadia Jewellery Techniques (South India) Limited, Coimbatore for 
setting up a unit for manufacture of gold and silver brazing pastes used for 
soldering ornaments at an estimated cost ofRs.2.01 crore. The unit was stated 
to have a collaboration agreement with a Swiss firm for the technology. As 
against the sanctioned amount, Rs. 70.66 lakh was disbursed in June 1996. The 
repayment of loan was due from July 1997. Even before the repayment ofloan 
was due, the Company foreclosed the accounts in February 1997 due to non­
payment of interest, commitment charges, sundry dues, etc ., and took possession 
of the unit in November 1997. At the time of take over, some machinery were 
missing and hence a police complaint was lodged in December 1997. As of March 
2000, the overdues accr:umulated to Rs.l .38 crore and the review in audit revealed 
the following: 

(i) The land o.btained as collateral security was worth Rs.ll .83 lakh only, 
which was much lower than the value ofRs.60.25 lakh.stipulated by the Board of 
Directors of the Company. For the balance amount, the Company accepted a 
·corporate guarantee from Sapphire Jewel Crafts Limited, an associate Company, 
which was in contravention of Section 370 of Companies Act, 1956 and it was 
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found later that the Company was not in existence. (ii) The collaboration 
agreement did not provide for licensing technology for composition or making of 
flux binder, which was an essentiaJ ingredient to ensure quality of brazing pastes. 
The technical know-how was confined to alloying, powdering and mixing of 
products. (iii) The appraisaJ report identified (February 1998) specific export tie­
up and potential local market including bulk consumption by the associate 
Company. It was found later that there was no market and the associate Company 
was not in existence. (iv) The Company could not dispose off the assets taken due 
to Jack of demand from bidders even after five auctions. 

The Management stated (June 2000) that before sanctioning the loan, the 
Company had satisfied itself about the transfer of technology in collaboration 
agreement and the market potentiality. The reply is not tenable since the non­
transfer of the required technology for making flux binder had directly affected the 
viability and aJso the failure to establish a market for the product resulted in non­
completion of the project and the ultimate foreclosure. Thus, sanction of loan 
without proper appraisal and acceptance of inadequate collateral security resulted 
in non-recovery of Rs. l.38 crore. However, no responsibility was fixed on the 
officers responsible for lapse in this regard. 

The matter was reported to the Government in April 2000; their replies had not 
been received (October 2000). 

Grant of loan to unviable project disregarding fundamental defects in the 
project resulted in non-recovery of Rs.0.85 crore. 

The Company sanctioned (February 1994) a term loan of Rs.37 lakh to M/s. 
Midas Plant Laboratories for setting up a small scale industrial unit in 
Chengalpattu district to produce 33 .75 lakh micro propagated plantlets (tissue 
culture) per annum. Against this sanction, an amount of Rs.36.29 lakh was 
disbursed (September to December 1994). The amount was repayable in 28 
quarterly installments with interest at 18.5 per cent per annum, with moratorium 
of two years 

As the borrower had not repaid any amount towards wincipal and defaulted in 
payment of interest, the Company foreclosed the loan account in February 1998, 
without taking possession of the unit till date since the stock of plants would die. 
It was later found that the unit could not get adequate orders for its produce and 
also suffered loss due to inadequate working capital. 

It was observed in Audit that (a) The Company had sanctioned the loan without 
conducting independent study to assess the viability of the project, especiaJiy when 
the proposed project was first ofits kind to be assisted. Further, the management 
disregarded the Appraisal Officer' s opinion that the borrower had not produced 
any evidence for justifying production capacity of the proposed unit. (b) Though 
uninterrupted power supply was found essential for the survival of plant lets and 
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productivity, the need for installation of generators for use during power cut 
period was not contemplated with the result that there had been production loss 
due to frequent power cuts. (c) At the time of evaluation, the Company failed to 
consider the fact that the primary security cannot be taken possession since the 
stock of plantlets are bound to die after possession. The Company had not 
invoked the collateral security/personal guarantee ofthe borrower till date. 

The Company replied (May 2000) that action was being initiated for invoking the 
collateral security besides taking possession of the unit in "as is where is 
condition". Thus, the Company's failure to assess the viability of the project and 
grant of loan to a new line of project, disregarding the fundamental checks to be 
exercised, prior to sanction resulted in non-recovery ofRs.84.62 lakh as on 31 
March 2000 (principal: Rs.36.29 lakh and interest: Rs.48.33 lakh). However, no 
responsibility was fixed on the officers responsible for lapse in this regard. 

The matter was reported to the Government in June 2000; their replies had not 
been received (October 2000). 

lnfructuous expenditure of Rs.1.27 crore on salaries etc., for land 
acquisition staff due to unsuitability of land. 

The Company identified ( 1997) lands at four places and proposed four Schemes 
for the formation oflndustrial complexes. The Company engaged services of 142 
special land acquisition staff for which approval of Government was obtained 
during March to December, 1997. After continuing the services of special staff 
for approximately two years, the Company reassessed the need for these Schemes 
and their viability and found that the land proposed in all the four places were not 
suitable as per details given below: 

SI.N Name of scheme Area of Main reasons for not pursuing the proposal 
o. 

I. Varadarajapuram 

2. Erumaiyur -
Palanthandalam 

3. Thirukatchur 

~. Mamandur -
Pazhamathur 

acquisition 
(in acres) 

1010 

929 

713 

860 

Water logging and does not meet minimum 
parameters for development of Industrial 
complex. 

Under cultivation- Possibility of introducing 
road access is remote. 

Approach road is very difficult. 

Under cultivation- Lot of representations for 
dropping. 
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Consequently, the Company dropped all the four Schemes and disbanded the 
special acquisition staff from July/August, 1999. The Company had already 
incurred Rs. l .27 crore towards salaries for land acquisition staff, advertisement, 
investigation charges, etc., which became infructuous. 

The Company replied (June 2000) that the land acquisition was initiated at the 
instance ofthe State Government and the schemes were subsequently abandoned 
due to recessionary trends and poor off-take of industrial plots. However, the fact 
remained that the Company had not conducted any feasibility study to ensure 
marketability of the industrial plots beforehand. 

The matter was reported to the Government in May 2000; their replies had not 
been received (October 2000). 

Unproductive investment of Rs.l.OS crore due to injudicious decision to 
construct Block-II of garment complex. 

In 1994, the Company had completed construction of multi-storeyed complex 
Block I at Guindy Industrial estate with 64 modules for allotment to garment 
manufacturers at a cost ofRs.4.50 crore. Till January 1996, the Company could 
allot only 13 modules. Even though there was no demand for the existing garment 
Block, the Company took a view that there was increasing demand from 
entrepreneurs and decided (January 1996) to construct an additional multi­
storeyed garment complex Block-11 with 48 modules in the same area at a total 
cost of Rs.3 .24 crore in five phases. 

In spite of specific instructions stipulating prior approval of Government for 
capital expenditure exceeding Rs.50 lakh, the Company did not obtain necessary 
approval but awarded (March 1996) the work of construction of first phase 
comprising ground and first floor of the Block II to Mls. Sathya Constructions, 
who completed the work in May 1998 at a total cost ofRs.94.05 lakh and a sum 
ofRs.ll .25 lakh was incurred on other allied works. 

The Block-II could not be put to beneficial use due to non-creation of other 
infrastructural facilities like water supply, sanitary arrangements for reasons not 
on record. The remaining work of Block-11 had not been taken up even after lapse 
of more than two years after completion of ground and first floor of the Block-11. 
It was also observed that the Block-I remained grossly under-utilised as out of64 
modules only 32 could be allotted so far (February 2000). Thus, in spite of very 
poor demand for the Block I, construction of Block-II (Phase-!) without 
infrastructural facilities lacked justification, which resulted in unproductive 
investment ofRs.1.05 crore apart from the earlier Block I constructed at a cost 
ofRs.4.50 crore remaining grossly under utilised. 

The matter was reported to the Company and the Government in May 2000; their 
replies had not been received (October 2000). 
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Non-compliance with Statutory provisions resulted in payment of 
damages of Rs.l.OS crore. 

The Government of India had introduced Employees Pension Scheme, 1995 with 
effect from 16 November 1995 in the place of the existing Family Pension Fund 
Scheme, 1971 . The contribution to the newly introduced pension scheme is to be 
made from the employer' s share of Provident Fund Contribution at the rate of 
8.33 per cent of the employee's basic pay PLUS dearness allowance. 

During December 1995, the Government ofTamil Nadu contemplated to make 
the existing Tamil Nadu State Transport Corporations' Employees Post 
Retirement Benefit Fund Scheme, a more beneficial pension scheme. Hence, the 
permission of the Provident Fund Commissioners was sought by the State 
Government to keep the amount of8.33 per cent ofthe employer' s contribution 
of the transport corporations of the State in a separate fund pending finalisation 
of the scheme. Based on the Government letter, the transport corporations started 
depositing the pension fund in the separate account with the banke~s, instead of 
remitting the amount with the Provident Fund authorities. However, as the 
formulation of the new scheme was not forthcoming, the respective Regional 
Provident Fund Commissioners claimed damages by invoking relevant provisions 
of the Act for delay in depositing the dues (from November 1995 to December 
1996). 

A test check 'of records of eight transport corporations revealed that an amount 
of Rs. I . 78 crore was paid as damages to the Regional Provident Fund 
Commissioners due to failure to comply with the provisions of EPF Act. 
Considering that the corporations earned an interest ofRs.O. 70 crore by investing 
this amount with the bankers, the resultant loss due to payment of damages 
worked out to Rs.1.08 crore. 

The matter was reported to the Management and the Government in July 2000; 
their replies had not been received (October 2000). 
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Due to poor occupancy, an investment of Rs.0.18 crore on construction of 
community hall remained unproductive. 

An expert committee constituted by the State Government to study the working 
of the State Transport Undertakings (STUs), inter alia, recommended (January 
1990) that STUs should give priority for development of infrastructure facilities 
for repairs/maintenance of vehicles. In case of any investment for creation of any 
non-earning assets, cost benefit analysis was required to be done. The Company, 
however, without assessing the demand/cost benefit analysis, decided (December 
1991) to construct a community hall at the total cost of Rs.20 lakh at Yillupuram 
for letting out to its employees and others for marriages and other functions. The 
construction of the community hall was completed in March 1995 at a cost of 
Rs. 1 7. 97 lakh. 

During the period from April 1995 to March 1999, the Company could earn hire 
charges of Rs. 12690 only and incurred an expenditure of Rs. 13.81 lakh on 
maintenance (Rs.0.15 lakh) and interest on borrowed funds (Rs.13 .66 lakh). Due 
to poor occupancy and heavy interest burden on borrowed funds, the Company 
could not recover even the maintenance expenses incurred on the community hall. 
Thus, the investment of Rs.17.97 lakh on the community hall remained 
unproductive. 

The Management stated (June 2000) that the poor utilisation was due to 
subsequent construction of new marriage halls and other facilities offered by 
private parties. This reply is not acceptable since the hall was constructed with an 
objective of earning revenue and lower rent was fixed after considering the rent 
charged by other private halls. 

The matter was reported to the Government in May 2000; their replies had not 
been received (October 2000). 

The Company failed to avail of the cash discount for payment within the 
stipulated date, resulting in loss of Rs.0.57 crore. 

The Company is vested with monopoly power to purchase and sell Indian Made 
Foreign Spirit (LMFS) products in the State. As per the terms and conditions of 
the supply of LMFS by the local manufacturers, the Company can avail of cash 
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discount of two per cent/ one per cent, ifthe payment is made within 7 days and 
15 days respectively from the date of receipt of goods. 

The Company paid 50 per cent of the value of goods immediately on receipt of 
invoice after adjusting 2 per cent cash discount and the balance 50 per cent 
amount was paid on receipt of Goods Receipt Acknowledgement after due 
verification. 

It was, however, noticed in Audit that in respect oftwo out offive manufacturers, 
viz., Balaji Distilleries Limited and MAC At,rro Industries Limited, the balance 50 
per cent of the invoice value was paid after 7 days and before 15 days, in spite of 
keeping surplus funds. The monthly closing balance was ranging from Rs.15 crore 
to Rs. 70 crore from June I 998 to February 1999 except in July 1998 and 
December 1998, which were deposited in short term deposits carrying interest of 
six per cent per annum. Hence, the Company could have paid the dues from its 
surplus funds to the above suppliers within 7 days and earned two per cent 
discount instead of one per cent. 

The Management stated (June 2000) that surplus funds were not available in 
certain periods aggregating 53 days during the year. However, the fact remained 
that the Company could have availed of the cash discount by uti)jsing the surplus 
funds on most of the occasions and by resorting to overdraft facilities on a few 
occasions, which would have resulted in a net savings of Rs.57.13 lakh. 

The matter was reported to the Government in April 2000; their replies had not 
been received (October 2000). 

The Company made advance payment of additional vend fee and sales tax 
by availing of overdraft and temporary loan from bank which resulted in 
avoidable interest of Rs.0.3 t crore. 

As per rule 15(3) ofTarnil Nadu Indian Made Foreign Spirits (IMFS) (supply by 
wholesale) Rules 1983 and G.O.Ms.No. l75, Prohibition and Excise Department, 
dated 30. 7. 99, the additional vend fee on the quantity of IMFS and Beer sold in 
a month was payable on or before the last working day of succeeding month. 
Similarly, payment of sales tax on the sale of IMFS/Beer products made in a 
month was payable on or before 12'11 of the succeeding month, as per 
G.O.Ms.No.23 1, Commercial taxes Department, dated I 0 November 1999. 

However, the Company made the payments in advance on three occasions during 
1999-2000 by availing of overdraft and temporary loans from bank resulting in 
avoidable payment of interest amount of Rs.JO. 79 lakh 

The Company replied (June 2000) that the payments were made in advance only 
on the instructions received from the State Government. However, the fact 
remained that the Company had to pay interest on borrowed funds. 

The matter was reported to the Government in June 2000; their replies had not 
been received (October 2000). 
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Failure to assess the market potential before venturing into project 
resulted in loss of Rs.0.42 crore besides keeping facilities worth Rs.0.36 
crore idle. 

In order to produce pavement stones rrom huge quantities of waste materials 
available in their quarries, the Company proposed (September 1989) to set up a 
cube cutting plant at an estimated cost of Rs. 18 lakh. The plant with a capacity 
to produce 3000 MTs of pavement stones per annum was set up only in October 
1996 at a cost of Rs.36.37 lakh and started commercial production with effect 
from June 1997. The plant was set up under "Export Promotion Capital Goods 
Scheme" by availing of concessional duty of 15 per cent on machinery with an 
obligation to export four times the CLF value of import over a period offive years. 

The estimated market potential for the product in Europe, U.S.A and Japan as 
envisaged in 1989 was restricted only to Germany and other European countries 
by November 1994. Despite changed market scenario, the Company ordered for 
import of machinery in September 1995, without any market tie-up/survey. 
Consequently, after commissioning the unit in 1997, it was found that the market 
potential reduced because of dumping of goods by East European countries at 
lower price. The Company could export products worth Rs 7. 56 lakh (440 MTs) 
only during the period from June 1997 to March 2000, as against the obligation to 
export products for Rs.61.91 lakh. Due to non-fulfillment of the export 
obligation, the Company was liable to pay Rs. 7. 99 lakh as differential customs 
duty besides penal interest of Rs. 12.64 lakh (up to 31 March 2000). Against this, 
Rs.6.60 lakh (Rs.3.99 lakh for customs duty and Rs.2.61 lakh for interest) was 
paid. 

Thus, the failure to assess the demand before venturing into the project had 
resulted in gross under uti lisation of facilities created at a cost of Rs.36.3 7 lakh 
with consequential loss of Rs.21 40 lakh during the three years ending March 
2000 due to poor performance and additional customs duty/penalty of Rs.20.63 
lakh. 

The matter was reported to the Company and the Government in June 2000; their 
replies had not been received (October 2000). 
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Failure of the Company to adhere to the agreed conditions and 
incorporate necessary provisions in the agreement resulted in loss of 
Rs.0.58 crore. 

The Company rehabilitates ex-servicemen by utilising their services for providing 
security to Public Sector Undertakings (PSUs) on contract basis. The Company 
entered into agreements with the PSUs and accordingly claimed service charges 
A review of records revealed that service charges amounting to Rs.57.65 lakh 
remained unrecovered for a period of six to eight years and were written off in 
1996-97 (Rs.13.57 lakh) and 1997-98 (Rs.44.08 lakh). 

The main reasons for disallowance of claims by the clients were (i) Contrary to the 
terms and conditions of agreement with the clients, the Company engaged security 
personnel aged 45 years and above (ii) In the absence of adequate security 
personnel they were engaged for extra hours, which was not accepted by the 
clients (iii) Non-production of certificate for exemption from Employees State 
Insurance Corporation (ESI) regulations and Provident Fund Challans and (iv) 
The Company had to pay salary at the rates fixed by the Director General -
Resettlement, wruch were revised periodically. As there was no specific provision 
in the agreement with the clients, certain claims were disallowed. 

The Government replied (July 2000) that difficulty in mobilisation of ex­
servicemen was the reason for deployment of overaged persons and their 
performance of extra duty/over time. Procedural delays and change of personnel 
in client office were attributed to non-production of ESI exemption certificate. 
For non-recovery of service charges at revised rate, it was stated that the Public 

Sector clients wanted to protect their own interest and did not agree for revision. 
It was also stated that necessary provision would be incorporated in the 

agreements in future. Thus, failure of the Company to adhere to the terms and 
conditions of clients and incorporate specific provision in the agreement for 
recovery of revised service charges resulted in non-recovery of claims amounting 
to Rs.57.65 lakh. 
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Delay in procurement of impeller resulted in break-down of motor and 
loss of production of salt leading to loss of contribution of Rs.0.44 crore. 

\ 

The Company produces industrial grade salt at Mariyur Valinokkam Salt Complex 
(MVSC) by pumping of sea brine into crystallisers. Three 50 HP motors with 
impellers were installed in the pump house of the Complex. In order to achieve 
the optimum production, maintenance of motors is required to be carried out 
during the off-season from November to December every year besides keeping 
adequate spares of vita1 equipments like impeller. 

Even before commencement of the season for the year 1998, the impellers 
attached to the motor pumps were found to be defective and the management was 
apprised (November 1997) by the unit office of the urgent requirement of three 
impellers. 1 n spite of this, prompt action was not taken in time for procurement 
of impellers. On I 0 February 1998, one motor pump failed due to breakage in the 
impeller. Despite recurring production loss due to non-operation of one motor, 
orders for supply of three impellers were placed only on 7 May 1998 i.e., after 
lapse of six months from the date of its indent communicated (3 November 1997) 
from Project Office. Due to delay in procurement of impellers and consequent 
non-operation of motor, the Company lost production of 16985 tonnes of salt due 
to shortage of brine during the period from II February 1998 to I 0 May 1998. 
Consequently the Company lost potential contribution/profit of Rs.43.88 lakh. 

The Company replied (January 2000) that there was no shortfall in brine on 
account of delay in purchase of impeller. The reply is not tenable as the shortfall 
in brine pumping during 1998-99 season was due to working of two motors 
instead of three motors, which resulted in shortfall in production, as observed by 
the Management in the monthly review meeting held in August 1998 itself. 

The matter was reported to the Government in April 2000; their replies had not 
been received (October 2000). 

96 



Non-ensurin g of 
(!Ualit:'· and qua ntit:'· 
of furniture received 
resulted in loss of 
Rs.0.17 crore. 

2-27-17 

Chapter-/ V Miscellaneous topics of interest 

Due to failure to ensure quality and quantity of furnitu re received, the 
Company lost Rs.0.1 7 crore. 

In order to supply furniture items required for 560 apartments constructed by 
Tamil Nadu Housing Board (TNHB) at South Asian Federation Games Village at 
Koyambedu, the Company acted as procurement agent by awarding the work on 
sub-contract. After floating limited tenders, the Company placed orders (October 
1995) on three firms in Delhi for supply often items of furniture for a total value 
of Rs.6.52 crore. Subsequently, as per the directions (October 1995) of the 
Government, orders were reduced for three items valued at Rs.2.49 crore and for 
the balance items, cancellation orders were issued in November 1995. Based on 
further requirement of Government, orders for additional items valued at Rs.1.19 
crore were placed in December 1995. Though there was a time gap of five 
months from the date of indent and actual requirement, the Company placed 
ord~rs for a value of Rs.2.49 crore by inviting limited tenders, thereby losing the 
benefit of competitive rates. The payments to the suppliers were made without 
any check on quantity or quality ofthe furniture received and also without taking 
them into the books of account. Due to supply of poor quality of furniture and 
rectification of defects, the Company suffered a total loss of Rs. 7.45 lakh. The 
Company did not maintain essential records evidencing the supply or rectification. 
Hence, the Company could not realise a sum of Rs.9.39 lakh from TNHB as it 

was not able to produce any documentary evidence for having completed 
rectification works. 

The Government replied (July 2000) that the matter was under investigation by 
the appropriate enquiry authority. Thus, the procurement of furniture without 
ensuring the quality and quantity resulted in avoidable loss to the Company to the 
tune of Rs.16.84 lakh. 

Unproductive investment of Rs.O.lS crore on import of printing 
machinery for sick unit. 

A special Committee of Secretaries to Government reviewed (18 May 1999) the 
operation of various units of the Company and decided to close down all the 
unviable units and re-deploy the staff to other units. But, the Company decided 
to improve the performance of the press at Guindy (sick unit), which was incurring 
losses since 1984-85. For this purpose, it was decided to purchase certain 
machinery for printing bus tickets. Pending ratification by the Board, the 
Company placed (24 May 1999) an order on Leibinger and Company, West 
Germany for supply of one numbering machine at a cost of Rs.l5.44 lakh and 
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opened an irrevocable Letter of credit (LOC) fixing the last date for shipment of 
the machine as 6 July I 999 The decision to purchase printing machinery was 
brought to the notice of Board of Directors after one month, who decided (28 
June 1999) to cancel the orders since it was placed without inviting open tenders 
and the investment was not found to be in the best interest of the organisation. 

The Company intimated the cancellation order on 6 July 1999, i.e., eight days after 
the decision of the Board. The foreign supplier, however, refused to accept the 

I 

cancellation as they had already booked the consignment on 6 July 1999. 
Consequently, the bank released payment in August 1999 and debited the 
Company' s account with Rs.15.06 lakh (including commission, telex charges and 
interest). The Company' s effort to obtain an injunction order for stopping 
payment was not successful In the mean time, the bank filed a case against the 
Company requiring it to clear the consignment from Airport Authority and to pay 
the dues. The case is pending in Court. The Company decided not to clear the 
machinery, as there was no sco"e for its use without allied machinery or for resale. 
Further as a part of revamping programme, the Board decided to close the press 

in September 1999. 

The Government repli ed (July 2000) that the Court had directed the banker to 
clear the consignment from the Air Cargo Department and to keep it under the 
safe custody of the Company until the disposal of the case. On receipt of the 
Court order, appropriate action would be taken to file a case to get back the 
amount deducted by the banker along with interest. However, the fact remained 
that the Company' s decision to import machjnery for a unit, which was already 
proposed for closure and the subsequent cancellation of the orders lacked 
justification resulting in unproductive investment of Rs.15.06 lakh. 
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A vo idable delay in repairing and putting Unit I back into service resulted 
in loss of potential revenue of Rs.6.02 crore to the Boa rd . 

Unit-1 of the 2 x 5 MW arimanam Gas Turbine Power Station failed on 21 April 
1997, but was put back into service only on 30 June 1999 after two years and two 
months due to delays by the Board in placing orders for repair and re­
erection/commissioning and by the contractors as indicated below: 

(I) The unit was sent in July 1997 to the United States of America, as repairs 
could be undertaken only at the manufacturer' s repair centre. Though the firm 
quotation for repairs was received on 5 September 1997, the order was issued 
only on 6 February 1998. Further, the order for re-erection/commissioning of the 
unit was issued only on 17 September 1998, though the machine had been 
received back at site in June 1998 itself (2) As against the time of one month 
allowed for completion of repairs, after opening the letter of credit (March 1998), 
the unit was despatched after repairs in May 1998 after one month delay. The 
erection and commissioning was to be completed in 12 days as per the order 
issued on 17 eptember 1998. However, the personnel of the contractor arrived 
in India only on 6 December 1998 after three months delay. As vibrations were 
noti ced during trial run in December 1998, the commissioning of the unit was 
further delayed up to 30 June 1999. lt was observed in audit that in the absence 
of liquidated damages clause for delay, the Board had no hold on the contractors 
so as to make them adhere to the time schedule. 

Had these delays been avoided at a conservative estimate, the unit could have been 
put back into service at least a year earlier. During this period, the Board had to 
pay Rs.2 .08 crore for 97.23 lakh Standard Cubic Metre of gas not used by it as 
Minimum Guaranteed off-take quantity as per agreement with the Gas Authority 
of India Limited. Since the unit was generating around 90000 units per day after 
repairs, this quantity could have been used to generate power ifthe unit had been 
in service. The unwarranted delay in putting it back into service had resulted in 
loss of revenue of Rs.6 .02 crore to the Board 

The Board stated (July 2000) that the delay in placi ng the purchase order for re-
. erection/re-commissioning was due to the fact that essential spares required had 
also to be ordered after obtaining details from the contractors, and commissioning 
of the unit after re-erection (December 1998) was delayed due to persisting 
vibration. This reply is not acceptable, as there was in-ordinate delay by the Board 
in issuing the orders, despite receiving the quotations well in advance. The time 
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taken for repair was clearly excessive as on two earlier occasions ( 1994), when the 
machinery were sent to U.S.A., they were repaired and recommissioned in 13 and 
16 months. 

The matter was reported to the Government in August 2000; their replies had not 
been received (October 2000). 

Avoidable extra expenditure of Rs.0.97 crore on payment of premium in 
respect of undrawn quantity of gas. 

The Tamil Nadu Electricity Board (Board) has been purchasing natural gas from 
the Gas Authority oflndia Limited (GAfL) for its 2x5 MW Gas Turbine Power 
Project at arimanam. As per the contract (i) The Board had committed to pay 
every month for a minimum quantity of gas calculated at 45600 Standard Cubic 
Metre (SCM) of gas per day, tenned as "Minimum Guaranteed Off-take" (MGO), 
even if it had actually purchased only a lesser quantity (ii) The price of gas would 
be as per the decision of Government of India from time to time, which shall apply 
for calorific value range of 8500 to I 0000 Kcai/SCM (refixed at 1 0000 Kcal from 
October 1997). Premium would be charged or rebate allowed on the basic price, 
ifthe calorific value exceeded/fell below the aforesaid range. For this purpose, 
average net calorific value of gas supplied in a month would be used. 

According to terms and conditions, premium/rebate was to be charged/allowed 
only on the quantities of gas actually supplied. Hence, only the basic price plus 
statutory levies and pipeline cost was payable for the quantity of gas not actually 
drawn The Board, however, admitted the bills of GAIL for MGO, which 
included premium/rebate for the shortfall in MGO quantities also amounting to 
Rs. 96 99 lakh right from commencement of supplies in March 1992 till December 
1999. Thus, due to payment for inadmissible claim, the Board had incurred an 
avoidable extra expenditure to the tune of Rs. 96.99 lakh. 

The Government stated (October 2000) that payment for the shortfall in MGO 
quantities were made at full gross price as per clause 5.02 (i) and Annexure-11 of 
the contract and that gross price means basic price plus premium to be charged 
or rebate allowed. However, the reply is not tenable as the expression "gross 
price" mentioned in that clause did not make any reference to payment of premium 
and denotes payment of statutory levies and pipeline cost in addition to the price 
of gas as indicated in clause II of the contract. 

Failure to avail of credit period for the purchase of power resulted in 
avoidable interest burden of Rs. 1.02 crore. 

The Tamil Nadu Electricity Board (Board) has been purchasing power from ten 
co-generating units run by sugar mills. Payments for such purchases were to be 
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made as per the Government Order (June 1993) which inter alia stipulated that 
the Board should make payment within 30 days of receipt of invoice. Suitable 
rebate/surcharge is to be allowed/paid at the prevailing bank interest rate for 
earlier/delayed payments. A review ofrecords relating to the purchase ofpower 
from ten co-generating units revealed that payments were made on most occasions 
within 6 to 27 days of receipt of invoice, without availing of rebate as provided in 
the Government Order ibid . The Board stated (June 1999) that it had decided not 
to adopt the above procedure and accordingly the clause for rebate/surcharge was 
not incorporated in the agreement with the sugar mills. Hence, it was not possible 
to avail of the rebate. 

In this connection, it was observed that the Board, which was consulted (March 
1993) before the issue of the Government Order, had itself suggested a credit 
period of one month for payment of bills. Hence, in the absence of any time limit 
for payment of bills in the agreement, the Board should have availed of the credit 
period of 30 days as per the Government Order and thereby avoided payment of 
interest on cash credit amounting to Rs. l .02 crore on purchase of power from the 
ten co-generating units between February 1996 to March 2000 calculated w ith 
reference to borrowing rate of 14 per cent per a nnum. The Government stated 
(October 2000) that it has now been decided to make payment only on 29111 or 301

h 

day from the date of receipt of bills. 

Undue delay in finali sing a tender within ADB loan closure da te resulted 
in avoidable extr·a expenditure of Rs.O. 79 crore to the Boa rd. 

The Tamil Nadu Electricity Board (Board) decided (February 1997) to implement 
tthe Tiruppur Urban Development Scheme through a loan of Rs.15.60 crore from 
the Power Finance Corporation (PFC). This formed part of the US $250 million 
loan obtained by PFC from the Asian Development Bank (ADB). The PFC had 
made it clear that since the loan would be closed by 30 June 1998, immediate 
action had to be taken to procure the materials for the scheme as per ADB's 
procedures. However, the Board placed orders for 40 KM of 11 KV XLPE cables 
for the scheme only on 30 November 1998 due to delays in seeking ADB approval 
for bids, processing of tenders and seeking clarification from Central Electricity 
Authority (CEA) regarding suitability oftechnology used by the lowest tenderer 
Due to these delays, the materials could not be procured before the ADB loan 

closure date and the Board had to use its own funds . Hence, it had to forego the 
benefit of exemption from Excise Duty ofRs.50.40 lakh (18 per cent in this case) 
available in respect of supplies to ADB assisted project . 
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Further, instead of placing the orders on M/s. Central Cables Limited (lowest 
offer), after receipt ofCEA's clarification (8 May 1998) that the technology ofthe 
lowest tenderer was acceptable, the Tender Committee decided (June 1998) to call 
for revised offers from all the seven short listed tenderers. As the ex-factory price 
had increased, the orders had to be placed at the all inclusive price ofRs.870539 
per KM , as compared to the price of Rs.673500 per KM quoted in ovember 
1997, i. e., an increase of Rs. 197039 per KM resulting in an avoidable total extra 
expenditure of Rs. 78.82 lakh on 40 KM of cables ordered. 

The Board stated·(September 2000) that even if orders were placed immediately 
after the receipt of CEA ' s clarification in June 1998 without calling for revised 
bid, the supply could not have been completed before the loan closure date of 30 
June 1998 The reply is not tenable as the delay of five months in seeking 
clarification from CEA had resulted in non-placement of order in time so as to 
avail of the benefit of excise duty exemption. 

The matter was reported to the Government iri June 2000; their replies had not 
been received (October 2000) 

Non-insta llation of a lift costing Rs.O.l3 crore for four and a half yea rs 
resulted in interest burden of Rs.0.08 crore. 

In order to reduce the time normally taken fo r repairs a101d maintenance of the 
Crusher House (of 39.5 meters height) in the External Coal Handling Plant at 
Tuticorin Thermal Power Station, the-Board aecided to install a freight-cum­
passenger lifl to facilitate quick movement of men and materials. Accordingly, 
orders were placed (June 1994) for supply and installation of a lift at a cost of 
Rs 17.83 lakh. The supplier completed delivery of the materials in April 1995, and 
an amount of Rs . l3 .03 lakh was paid in September 1995. Based on the general 
arrangement drawings furnished (October 1994) by the supplier, the detailed 
estimates for civil works necessary for install ing the lift, amounting to Rs.40.47 
lakh, were prepared and approved in October 1997. These works awarded 
(March 1999) for Rs.41 .85 lakh were to be completed by December 1999, but has 
not yet been completed (August 2000). 

It was observed in audit that there were abnormal delays by the Board in deciding 
the type of superstructure to be constructed, awarding of contract for civi l works 
and supply of materials and drawings. Further, the Board's delay in utilising the 
lift for which Rs. 13 .03 lakh was spent in 1995 shows that there was no 
comprehensive and coordinated plan to synchronise the completion of civil works 
with receipt of lift materials. Hence, the Board could not derive the benefits of 
speeding up repairs and maintenance work. The expenditure incurred on the lift 
materials remained idle for four and a half years, with consequent interest burden 
of Rs.8.21 lakh at 14 per cent and the cost of civil works also increased by 
Rs. 1.38 lakh. The performance guarantee for the lift expired in December 1996. 

102 



Chapter-/ V Mirc:ellanem~:; topics of interest 

The Board stated (August 2000) that the delay was due to revision in designs for 
structure to install the li ft and administrative procedures. The reply is not 
acceptable, as the estimates should have been prepared taking all factors into 
consideration initially. 

The matter was reported to the Government in June 2000; their replic had not 
been received (October 2000). 

Chennai 
T he •• · · 

··/ 4 •~v ~n"\· 

New Delhi 
The -8- ?0M 

(T.TH EETII.\ ~) 
Accountant General (Audit)ll 

Tamil Nadu 

Countersigned 

(V. K.SHUNGLU) 
Comptroller and Auditor General 

of India 
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ANNEXURE -1 

Statement of Companies in which State Government had invested more than Rs.J 0 

lakh in equity capital of each of such Companies but which are not subject to audit 

by the Comptroller and Auditor General of India 

Sl. 
No. 

I. 

2. 

3. 

(Referred to in Preface and Paragraph 1.11) 

Name of the Company 

South India Viscose Limited 

Madras Cements Limited 

Binny Limited 

107 

(Rupees in lakh) 

Amount of investment in equity capital up to 
1999-2000 

61.25 

40.00 

41.70 
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ANNEXURE-2 

Statement show~ng particulars of capital, ioans/equity received out of budget, other loans and loans outstanding as on 31 March 2000 in 
respect of Government companies and Statutory corporations. 

St. Sutor aad name of the 

No Company/Statutory Corporation 

(I) 

I. 

2. 

(2) 

(A) GOVERNMENT ( 'OMPMm:s 

AGRICliL Tl iRE 

Tamil Nadu Poultry Devrlopm~nt 

Corporation Limited 

Tamil :'lladu Sugarcane Farm 

Corporation Limi,ed 

(Referred to in Paragraphs 1.2.1, 1.2.2 and 1.4) 
(Figures in column J (a) to "<I) ur Rup«s in lakh) 

Paid-up upitalas at the end of the current }tar' Equityftoans received 

State 

Gonrn­

mrnt 

J(a) 

llSAJ 

27.SO 

Central llolding Others 

Go,•crn- Compa-

ment niu 

J(b) J(c) J(d) 

1.2S 

out of Budget durin!! 

the yur 

Total Equit~ Loans 

J(c) 4(a) .. (b) . 

126.68 

27.50 

.. 
Othrr loan~ Loans Outstanding at the closr of 

rrceivrd 1999-2000 

during the 

yur• 
(;onrn- Otlicrs Total 

men! 

4(c) -'(d) -'(c) "(I) 

63.19 63.1 9 

:'\ote: Except in respect of('ompanies which finalised their accounts for 1999-2000 (SI.Nos.2, " · S. 12, IJ, 16, 18, 19, 20, 21 . 22, 2S. 28. Jt . 32. J.-. JS, " ' · .-9, Sl , 53, 55. 56, S7. 60, 61. 65, 68. 71. 
72. 7-'. 77.81 and 82) figures arc prO\'iSional and as gi\'en hy the companies. 
Includes bonds, debentures, inter-corporate deposits. etc. 

Includes share application money. 
Loans outstanding at the close of 1999-2000 represents long-ttrm only. 
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(Previous 

yur) 

(S) 
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(I) (2) 3(a) 3(b) 3(c) 3(d) 3(r) -'<•> -'!b) -'!c) -'!d) -'(c) -'Ill (:'i) 

3. Tamil ~adu Fishrrics Ornlopmtot "'-':'i.S2 - -- -- "'-':'i.52 10.00 
Corporation Limited 

(0.113:1) 

... Tamil ~adu State Farms Corpora tion l:'i:'i. IJ -- -·-- --- 15:'i. IJ -- -- -- 537.-'6 - 537.46 J.-'6:1 
Limited 

(3.-'6: 1) 

5. T:~mil ~adu Tea Plantation Coqloration 596.18 --- -- --- 596. 1!1 --- --·- --- --- 3J7. 15 337. 15 11.57: 1 
Limited 

(11.32:1) 

6. Tamil ~11du State Tubt "ells Corporation 31.:'i0 -- --- -- 31.50 
limited 

7. Tamil Nadu Oail") l>e' r lopment 2117.36 -- -- --- 2117.J(, 
Corporation Limited 

8. Tamil :\adu t\gro Indus!~ OrHiopment -'3:'i.98 165.00 - - 61111.98 1-'5.08 - -- -'77.00 212.13 68•J. IJ 1.15: I 
Corporation l.imited 

(1.05: I) 

TOT:\L 202-'.60 165.00 - 1.25 21911.85 155.08 - - 11177.65 5-'9.28 1626.93 0.7.-: 1 

I'Ol STR\ 
(0.72: 1) 

9. Tamil ~adu Industrial l)r,·rlopmrnt 9779.31 - ' --·- -- 9779.3 I -- -- 231.90 396.0-' 3~5.93 7-'1.97 11.08:1 
('orpor:~lion Limited (TIOCO) 

(11.32:1) 

10. T:unil :\adu lndustrinl 1.\plo~h e~ l.imited --- --- 221-'. 1-' -'8 1.5-' 2M15.(t8 -- -- --- 3188.116 -- Jl88.06 1.18: I 
(Subsidiary ofTIUCO) 

(1.18:1) 

II. ·r.mil :\adu \l agnrsium and ;\Iarine - J62.tHI --- 362.00 - - - 1282.00 29.88 1311.88 J .62: 1 
Chemicals Limited 

(3.60:1) 

12. Tamil :\lldu Paints and .\llird Products - - 2.05 - 2.05 
Limited (Subsidial") ofTA:\SI) 

IJ. Tamil :\adu Small Industries Corporation 1505.26 - - --- 1505.26 - - - 1268.7-' 1268.7-' (0.8-':1) 
l.imitcd (T \ '\SI) 

(0.8-':1) 
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58. I a mil \ :1du State 1 r:~n,port Corpor:~tion 62 11.7~ --- - --- 6211.7~ 6911.1111 -- 725.1HI - 2115'.1. (.~ 205'.1.6~ 0.33: 1 

(\I:Hhu·ai llh ision II ) Limited (0.51:1) 

59. l'oompuhar Shippinl! Corporntion 1053.(1(1 --- --- --- 2053.011 --- --- --- --- 321111.1111 321111.00 1.5(1: I 

Limited ( 1.'.15: I I 

60. famil \ adu Stair 1 rwn~port Corporation 176'.1.00 . - --- -·-- 1769.110 375.00 --- 7119.00 --- 1859.16 1859.16 1.05:1 

(\ illupuram Di' ision I) Limited ( 1.66: I) 

(tl r amil \adu rrau;port l>e' clopml'lll -'3113.01 --- --- 11171.111 617~.19 --- --- --- -·-- 752~9.65 752~').65 

Hnanrl' Corpor:~ tion Limited (7.53: I I 

62. ramil \adu (;ood> rrnnsport 26.5(• - --- 6.111 32.6(1 

( orporation Limited 

(13. State [xprcss Tr:tn~port Corpor:ttion 11533.75 --- --- --- 8533.7S 15311.1111 --- 1111111.1111 - 2')3-'.68 293~.611 U.3~:1 

(Tumi1 \:1du Oh i~ion 1) Limited (OA7:1) 

6~. Tamil :"'adu Stair 1 ran\I>Orl Corporation 311111.11-' - - --- 3200.0-' ~13.UO --- ~110.00 -- 1330.08 1330.08 OA2: 1 

(h:umbal..onam Oh bion Ill ) Limited (11.(!9: I) 

6S. f:tmil "-adu State I ran>porl Corpor:ttion 171111.9-' -- -·-- --- 17118.9~ 31JIJ.OO -·- 5211.0Cl - 218(t.7U 2 111(1.711 1.22: I 

(\' illupur:tm Oi,.bion II ) Limited ( 1.33: I) 

66. Tamil \adu State I rdn~port Corporation 1790.1111 - --- -- 1790.011 225.00 370.50 1~15.60 1~15.611 0.79:1 

(Coimbatorr Oi' ision II) Limited (1.25: 1) 

67. Tamil :"'adu State Trans1>0rt Corporation 36~2.79 -- --- --- 3M2.79 716.00 -- 712.50 ----- 1559.08 1559.08 IIA3:1 

( \1 :ldurai Oh·ision Ill) Limited (CI.23:1) 

68. Palla, an Transport Consultane~ Srn ires 5.00 --- - --- 5.00 

Limited 

69. famil :"'adu Starr rransport Corporation 1928.011 -- -- --- 1928.00 263.00 --- 10~2.86 1~8.55 2161A6 23 10.01 1.20: 1 

(h:umbakonam Oh ision II) l.imittd ( 1.56: I) 
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(I) (21 )(a) )(b) 3(c) 3(d ) 3(t) ~(a) ~(b) ~(c) ~(d) ~(t) ~(f) (!I) 

70. Tamil i\adu State Transport Corporation 1622.00 ... - ··- 1622.00 300.00 ·- 490.!1~ 189.9fl 1723.62 1913.52 1.18:1 

(1\hdurai Di' ision 1\') Umited (0.72:1) 

71 . hmill\adu State Tr111spor1 Corporation 123!1.00 -- - .,., .... 1235.00 22!1.00 -- 728.113 1~0.70 1~30.67 1!171.37 1.27: 1 

(Salem Dh•ision II) Limited (1.93:1) 

72. Tamil 'adu State Transport Corporation 2430. 16 ·- ·- -- 2~30. 1 6 -'!10.00 - 29-'.00 - 1338.117 1338.07 0.!1!1: 1 

(\'illupuram Dh·ision Ill) Limited (0.97: 1) 

73. State E1press Traosport Corpora tion 1714.32 - - - 171 4.32 128.00 - 1!10.00 -- -'-'1.13 ...... u 0.26: 1 

(Tamil '•du Dh ision II) limited (0.07: 1) 

7~. \letropolitan Transport ( 'orporation 7650.99 -- - -· 76!10.99 922.00 ·- 76!\.IHI ·- 2783.1!1 2783. 1!1 0.36: 1 

(Chunai Dh ision II) Limited (0.45: I ) 

7!1. Tamil 'iadu State Transport Corporation 1921.62 ... -- --- 1921.62 !125.00 -· 525.00 -- 1138.97 1138.97 0.59:1 . 
(0.89:1) (('oimbatorc Dh ision II I) l.in1itcd 

76. Tamil ' •du State Transport Corporation 107-'.40 -- - - 107~.-'0 675.00 -· 37-'.22 ... 7-'41.58 7-'0.!18 0.69: 1 

(1\bdurai Oh·ision \') Umiled (2.17: 1) 

77. Tamil :\adu State Transport Corporation 531.51 -- -- -- 531.51 150.01 -- 175.00 - 8911.9-' 898.9-' 1.69:1 

(Kumbakonam Oh ision 1\' ) limittd (3.2~: 1) 

TO I'\ I. 75159.80 -- -- 1877.28 77037.08 11100.01 - 1~687.25 ~79. 1!1 11 6 137.18 116616.33 1.51:1 

( I. 7~ : 1) 

\liS( ' l:I.I~\~EOl'S 

78. ()\ tl'!ltas \1anpo"'" Corporation Umited 15.00 -- - ....... 15.00 

79. Tamil ~adu State Sports Denlopment 0.002 - -- ...... 0.002 

CorJ10ralion limited 

80. Tamil ~adu Film l>nclopment 1391.00 -- -- ... 1391.00 . .. -- -- 200.73 200.73 0. 1 ~ : 1 
' 

( 'orJ10ration l.imitcd (0.4 1: 1) 
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Audit Report (Commercial) for tile year ended 3 I Marcil 1000 

ANNEXURE-3 

Summarised financial results of Government Companies and Statutory Corporations for the latest yea r for which accounts were 
finalised 

(Referred to in Paragraphs 1.2.1, 1.2.2, 1.5, 1.6, 1.6.1.1 , 1.7 and 1.8) 

(Figures in columns 7 to 12 are Rupees in lakh) 

Sl. St·ctor and lllllliC of th e '\a me of thr Uutc of In- Period ' t·:tr in :'\et '\ ct l'aid-up \erumu- Capital l'otnl l'rrrcn- \ n·rars Latest 

'\ o. C 011111a n~/Statutor·~ Drp:u·tmcn t corpuration of \\hkh Prolit(+)/ impact capital laird cmpln~rd* Return on lagr of of a ceo- Status of 

Corpora tion accou nt• Mrl~uu nh l.o" H of \udit Prolil(+)/ capita l total rr- unts in the Com-

lirutli,rd ('om- I.OS\ (-) emplo~rtl tur n on trrm~ of pany/Cor-

mt•nfs capit:tl )Urs poration 

em ployed 

(I) (2) {J) HI 1:'1 (6) ("') (8) (9) (Ill) (II) (12) (13) · . (1-l) ( l:'i) 

(.\ ) (;0\ 'Eil'\ \1 E'\ I 

CO \1 P \ '\ I E~ 

\ G IUCl I.Tl IH: 

I. ramil '\ adu l•ou lt r~ l)c\ t•lop- \nima l 12 .Jul~ 1973 1997-98 2111111- (-)7-l. l6 --- 126.68 1-H2-l.ll9 (-)27.116 (-)51.6 1 --- 2 ;\on-
mcnt ( orporation Limited 

ll usb:wdr~ 2flll l workinl! 

nntl 

Fi~hcl'ic~ 

2. Tami l '\ado Su!!arcanr Farm ,\ gricult ure 22 Fcbnta r~ 1991) - 211110- (-)11.36 -- 27.511 (-)1 7.-'7 111.113 (-)0.36 --- -- :\on-
Corponllion Limi ted 1'>75 201111 21101 "orkinl! 

3. l'arnil '\ adu Fi~herie~ l)c, rio- Fishrrir~ II \ pril 1998-99 1999- (-J-'8.19 -- H5.:'i1 (-):'i 19.-'8 27.83 (-J-'7. 16 -- 1 Workinl! 
pment < orpon llion Limited 197-l 201111 

-'· r :unil '\atlu ~t :tlc I· arm~ .\ l!.rirultu rr 8 Oecembrr 1999- 20110- 11.02 - l :'i5. 1J (-)1570.72 1.2-' (1.02 1.6 --·- 1\on-
( o rpora tion Limited 197-l 2000 211111 " orkinl!. 

='· I a mil '\adu I ca Plantation Em ironment 22 .\UI! USI 1999- 200u: 1211.78 :'i96. 18 17111.30 2270.-'-' 1-'7.0-' 6.S -- Workinl! 
Corpora tion Limited nnd Forest 197:'i 211011 2001 

6. I a mil '\adu Sta le I uhe "rlls Public 19 \la rc h 1998-99 211!10- (-)2.39 - 31.:'i0 (-)209.07 72. 10 (-)2.39 - I :\on-
Corporation l.imiu·d \\ orks 1982 21101 "orking 
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Annexure 

( I) (2) (3) (~) (:") (6) (7) (II) (9) (IU) ( II ) ( 12) (13) (I~) ( IS) 

7. Tamil '\ :ulu 1};1i1~ r><-H•Iopnwnt AJ!ricultun• ~:\hi) 1')72 1992-93 1999- (-)U.U3 ··- 207.36 (- )~11.1!11 16656 ( -)0.03 ... 7 :"on-
( 'oo·po111tlon l .imited 211110 worldn:-

I 

H. Tamil :\adu .\:!l'o lndu<to-it·> .\:!oiCUitUI'(' l!'i .Jul) 1966 199H-99 1999- (-) 176.2U ... SS3.9H (-)1 6~H.2~ 2113.23 (-)~11.30 ... I Workinl! 
l)e, l' lopmeMt ( 'urptmotion 2UIHI 
l .imitt•d 

TOT.\1. (-) IHO.SJ -- 2133.!15 (-)2721'157 ~633.:"7 :".21 ll.l 

1:\r>l STRY 

9. Tamil :\:odu Industrial I><· ' !'I up- lndu~to·i <-s 21 :\In) 199H-99 1999- (-)63.63 --- 9779.31 2062.(..3 369~6.61! 301 7.911 1!.2 I Workh•l! 
nwnt ( 'orpor:otion l .lmiu•d 1965 21100 
(TII)( 'O ) 

10. Tamil ."adu lnolu~roial Industries 9 F«.'bruno~· 19911-99 1999- (-)6~7.22 ... 2695.6!1 (-) 1 5~.22 5271!.21 (-)2~9A2 - I Working 
t-;,plusiHs LimitNI (Subsidiaf) 1983 2000 (OIFR 
ufTII)CO) rrfero·<'d) 

II . Tamil :\adu :\laenl'sium und lndusllit·s I 0 Fl·bruaf) 1998-99 1999- (-)65.56 - 362.00 (-)1170.2!1 50~.9~ (-)6:".~ ···- I :"on-
:\horirw < 'hl·mic:ols Limit<'d 19117 21100 workin~ 
(Subsidi:tf)' ufTII)( 'O ) 

12. Tamil 'i:odu Paints und .\lli<'d Small 18 ."U\l'lll• 1999- 20CHl- 0.3~ -- 2.05 S-65 26.~6 8A2 31..11 -- Workinl!-
l'rudm·rs Limili'd (Subsidiuo~ of lndusto-il's ber 191!5 2000 20CH 
T.\ 'iSI ) 

13. Tamil '\udu Small lnduslli<·s Small 10 S<'pl('m- 1999- 20110- (-)57~.7~ - 1505.26 (-):'\1'123.32 ~677.57 (-)101!.36 ... ... Working 
< 'o o·pm·ation Limited (T.\;\SI) lndusll'i<'s bl'r 1965 20011 20111 

~~- Tamil '\:odu Small lndul>llil'S Smnll 23 :\l:wch 199H-99 1999- ~2.96 -- 730.00 2~1.70 1~51.~ 5H3.H9 ~11.2 I \\'orklnf! 
De' l'lnpml'nt ( 'orpor:otion lndustril-:. 1970 2000 
Limit<'d (Sit)( '0) 

15. Stat<' lnduslli<'S Promotion< 'ur- lndustrh•s 25 :\lan·h 1998-99 1999- (-) 1 7~3.112 5791.25 (-) 16~~-21 27822.56 13111i.HC1 ~.7 I \\'o.-JdnJ! 
pomtion of Tamil 'imlu Limir<'d 1971 2000 
(Sil'( 'O r) 

16. Tamil '\adu C'l'r ... nks Limited Small I~ 1999: 20CHl- (-)OA2 - 186.11 ( -)206.7~ (-)lUI (-)OA2 -· ... :"on-

I nd ust ril'' l)(•<' l'nthl'r 20tH) 20111 nn•·kin:!, 

1973 
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Audit Report (Commercial) for the year ended 31 March 200() 

(1) '(2) . (3) (.t) (5) (6) (7) (8) (9) (10) (11) (12) (13) (1-t) (15) 

.t2. Tamil Nadu Backwar·d Classes · '. ·.·. 
Bad:wanl 16 Novem- 1998-99 1999- 5.25 --- 1119.01 (-)23.98 2537.14 67.94 2.7 1 Working 

Econmilic Denlopment Classes ·and b~r 1981 .2000 
Corporationl.imitl·d ~'lost B:u·k-

wanl classes 

"'dfare · 

.t3 Tamil Nadn Minorities (FIRST ACCOlr"iTSDUE) 
Economic Development 

Corpomtiorl Limited 

.t4. Tamil Nadu Corpomtion for· Social · ·9 De<·em bcr 1997-98 1999- 3.9-t --- 78.42 (-)0.87 317.39 3.9-t 1.2 2 .Working 
Denlopment of\\' omen Limited \Vel fare and 1983 . 2000 

Noon-me:ll 

P~·ogranune 

.t5. Tamil Nadu· Ex-s<·r·viccmen's Public (Ex-. 28 .J anu:u·y 1997-98 1999- 28.06 --- 22.91 (-)1.38 82.29 .t2.3-t 51.5 2 Wm·king 
· Corpomtion Limited sl•r·vicernen) 1986 2000 

---
TOTAL 22.78 --- 7342.75 28.58 10127.13 1+0.52 

•' 

PliBLIC DISTRIBl'TION 

46. Tamil Nadu Civil Supplies Cm·- Food and 21 ..\pl'il 1998-99 1999- --- Dec1·casc 316S.10 . (-)7007.12 . 67230.42 3197.7-t 4.8 1 Wm·king 
por:~tion Limited 

. COIISUJJlCI' 1972 2000 ofdebtor·s 

pt·otcction by 

Rs.189.95 

Jakh 

Inct·c:ise 

ofpl'ior 

pc1·iod 

cxpcndi-

ture·by 

Rs.279.91 

lakh 

TOTAL --- 3168.10 ( ,)7007.12 . 67230.42 3197.74 .t.8 

l24 



Anne.:cure 

( I ) (2) (3) (~) (5) (6) (7) (!!) (9) (Ill) ( II ) ( 12) (13) ( I~) (15) 

TOl RI S.\1 

~7. Tamil "\mlu Tourbm lntitrmaliun 311 .Junt' 1999- 211011- 16.25 --- 67!!.63 (-)19656 1130.38 !'3.65 ~-7 --- \\ o r·kinJ!, 
l><'' <>lopmenl ( "orpomliun and rour·hm 197 1 20011 2UII I 
Limit ed 

TOT.\1. 16.25 --- 67!!.63 (-) 196.56 11 30.38 53.65 ~.7 

Fl"\ .\ "\( "1'\G 

~8. The C"hit C"orpor.uion uf l":unil ( "ommerdal ll .Jnnua~ 199!1-99 20011- (-)-'.23 --- 5.92 (-)35.32 (-)!!.22 (-)11.63 -- I :'\on-
:'\adu Limiled Ta:u•s 198~ 2UUI workin:: 

~9. Tamil :'\adu Industr-ial In' est- Small 26 \lar·eh 1999- 201111- (-)336R.61 --- ~2~9.56 (-) 1~702.73 107522.05 917~.96 8.5 --- \\"orldnj!. 
men I Corp01111iun I imill'<l lndustl"ir~ 1 9~9 2000 2011 1 
(Til( ') 

TOT.\L (-)3372.~ --- ~255A8 (-) 1~738.05 107513.83 917~.33 8.5 

1:'\FRASTRl"< T l "RE 

DE\"ELOP;\IE:'\.T 

50. Tamil :'\ndu l"rb:m Financt' :md .\lunieip:ll 21 \larch 1998-99 19<)9- 1690.115 --- 3200.00 ~73.0 1 299~5. 1 0 1970.23 6.6 I \\"orkin:: 
InfrnstruciUrc D<' ' elopmenl . \dminisl m- 1990 2()0() 
Corpor-dlion Limilt'd lion and 

" :11('1' 

sup pi~ 

51. Tamil '\ado Pu\\ er Flnam·c :md Enrr:!:,' 27 .June 1999- 21100- 1 8·~9.39 Pr·ofit 2200.00 709. 11 1111~1.88 1 5 1 36.7~ 13.6 - Working 
lnfl':lSII"UCIUI"P Dr' (•lopnwnl 1991 2000 2fl(l l d<·cr·e:t~(·d 

<:orpor-;llion LimitNI 
b~ 

l{s.3112.07 

lakh 

52. Tamil '\adu Corpomliun for Industries 21 .\hu·ch 1998-99 1999- 7.82 --- !1530.00 17.96 11~H. l 7 7.!16 0. 1 I Working 
lndustr·ial lnfnL~Ir·ueture Den- 1992 200() 
loprncnl Limited 

TOT.\L 3~7.26 --- 139311.00 1200.00 IS2='11.15 1 7 1 1~.R3 11.2 

125 



Aut! it Repurt (Commercial) for rite year ended 3 1 i'llardt ] (){){) 

(I ) (2) (3) (-I) (5) ((•) (7) (8) (')) (I ll) ( I I) ( 12) ( 13) ( I-I ) (15) 

Tl~ \ '\S I' O I{ I 

53. \l etr opolita n I ra n<porl (or- I ran,po rl Ill Ucrem- 1999- . 211011- (-)3222. 12 - IIJlll .(•-1 (-)2-121 7.73 (-)6-159. 17 (-)2591.69 -- -- \\ o rt.inl! 
porat ion (< hen nai Oh i'io n I) ber 1 9~ 1 2flll0 211111 
l.im iH·d 

S-1. ' I a mil '\ado -,la te I r:l ll \ pOrl l ra11,por1 I II Ur r cm- 19911-99 1 9'l'>- (-)31155.7 1 - 3fl32.57 (- )93-1-1.37 (-) 1171.02 (- )2322.78 - I \\ o rt. inl! 
Corpora tio n ( \l adorai Oi\1\ln ll bcr 19 '7 1 2111111 
I) l.irniled 

='='· f a mil '\ado ~la ir Tran,por l I r:t nspol'l 17 ~cbruar~ 1999- 21100- (-) I-17J.IHl - 32311.2-1 (-)71116.16 392.57 {-)866.2 1 - -- \\ o r k inl! 
Co rpo ra tion (C'oim balorc 1972 2llfl0 20111 
Dh is iu 11 I) Lim ited 

56. I a m il '\ :tdu ~la ir 1 ra11:.por1 I ran:.porl 1'7 Fcbrua r~ 1999- 2111111- (-)1r2.99 --- -Ill 13.52 (-)9-1(>9.-19 (-)863.87 (- )270.85 - --- \\ orl.ill l! 
Corpora tion (h.um bakuna m 1972 2000 20111 
Oh io.ion I) Lim ited 

57. Tamil '\ a du S l:llc T r:1n, po r1 I 1':111 \ pOI'I 23 . l a nu a r~ 1999- 2011U- (-)996.-1-1 -- 2 162.00 H65:'6.73 (- )-185.32 H -127.77 -- --- \\ o rkin l! 
Corpora tio n (Snlcm Oh is io 11 I) 1973 200U 200 1 
l.im ilcd 

58. Ta m il '\ ad o Sta ir f ra11,pon 'I ran:. pori 12 Occcm- 1998-99 1999- <- J3-Ir .9s - 5521.7-1 (-)1 -1535.2 1 (-) 1395.5 1 (-)2 173.52 - I \\ o rt.i nj! 
( orpor:llio n ( \l adora i Dh io. ion bcr 1973 20110 
II ) l.im ilr d 

59. Poompoh:u· S hi ppinl! Corpo ra-
II il!h" a~< II \ pril 19911-99 11)99- (- ) I I-IUS --- 21153.1111 I (>32.99 911112.2-1 (-)5-111.29 I \\ o rl. i11:,! 

110 11 Lim ited 197-1 20011 

60. I a mi l '\ ado Sla te I r a 11:.po r1 I ran,porr 9 J :111 onr~ 1999- 20011- -1-1.8 1 - 17(>9.00 (- )2696.-15 183-1.-15 561.2-1 30.6 - \\ orkinl! 
Corporat io n (\ ' illuporam 1975 2000 21101 
l)i, is io n I) l.irnitcd 

6 1. rarn il '\ ad u r ra ns port l>c' do- l' r:111:.po r1 25 \ l:u·ch 1999- 2fl00- 2 139. 19 - 6 17-1. 19 3380.36 19822.82 12 1211.118 15 .2 - \\ orl.i ll l! 
pmcnl Fi na nce Corpor:11 io11 1975 21J(I fl 200 1 
Lim !led 

62. Ta m il '\ :1d o Goods T ra n\ llort I ran:.port 26 \ larch 1989-90 -- 11.2 1 -- 32.66 (-) 132.55 (- )29 .85 6.57 -- Ill '\ o n-
Corpora t io n Limited 1975 " o rkinl! 

a nd u nder 

liq uidatio n 
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Annexure 

(I) (2) (3) (-I) (5) (6) (7) (8) (9) (Ill) (II) (12) (13) (I-I) ( 15) 

63. St:11r bprcsJo rran~port (or- Transport I-I .Janu:tr~ 1998-99 1999- (-)3530.77 --- 7003.75 (-)1711-1(>.53 (-)188(>.-13 (-)22-19.75 -- I \\ orking 

poration (l a mil 'adu l>h ision 19Sil 20UU 
I) Limited 

6-1. ramil ' ••du ~tate rran,port TranspOI't I Srph·mher 1998-99 1999- (-)1795.38 -·-- 2787.11-1 (-)1!335.911 (-)577.-11 (-)9 16.211 - I \\ orkin!!. 
Corporation (h.umh:tl.onam 1982 201111 
J)i, ision Ill ) Limited 

65. I a mil '\adu State I ran~port rrans port II '\o' em- 1999- 21111U- (-)1022.66 --- 1788.9-1 (-)5738.57 -1211.51 t-HI'I.5(1 -- --- \\ orkinj! 

Corporation (\ illupuram her 1982 2000 211111 
Oh is ion II) Limited 

66. ramil '\adu State rr:tn>port Trans port 28 Decem- 1998-99 1999- (-) 1079.3-1 --- 1565.00 (-)2757.02 761.2-1 (-)73-1.80 -- I Workinj! 

Corporation ({ nimb:Hon· ber 1982 2111111 
Dh bion II ) Limited 

67. Tamil '\adu S tate I ransport Transport 16 Febru:tr~ 1998-99 1999- (-)2 139.33 --- 2926.79 (-)8663.(>3 (-)7 -15.63 (-) 138-1.6-1 --- I Working 
Corporation (\ladurai l>h ision 1983 20110 
Ill ) Limited 

68. Palla' :111 T n tn sporl Trans port 20 Ft·bruar~ 1999- 2111111- (-)26.55 --- 5.00 5.50 6.-13 (-)25.19 ---- --- \\'orkint,t 

Con~ullanc~ Sen ices Limited 198-1 200(1 20Cll 

69. Tamil '\adu State I ran~1>0r1 Transport I Januar~ 1998-99 1999- (-)1-167.1-1 --- 1665.00 (-)3!13-1.55 1093.-19 (-) 1030. 11 - I \\ orking 

Corporation (h:umbal.onam 1985 2111)0 
l>i\ is ion II ) Limited 

7U. T :unil '\adu ~hilt' l'ransport Transport 19 \ l:trrh 1998-99 I ')')9- (-)1381.95 -- 1322.(111 (- )-12(11 .-Ill (- )1-lti.CJ9 (-)1329.70 --- I W orking 

Corporation (\ladurai Oi' ision 1986 20(11) 

I\) Limited 

71. T:1mil '\adu Stale Tr:tnsporl Transport 26 \l :~rrh 1999- 211110- (-)-132.05 -- 1235.00 (-)2987.-17 352.68 (-)115.38 --- --- \\'orkinl! 
Corporation (~alcm Oi' i>ion II ) 19117 2000 Will 
Limited 

72. Tamil '\ adu ~tate l'r:ut'llOrl Transport 2-1 Fcbruar~ 1999- 211CHI- (-)1-1-19.59 -- 2-130.16 (-)8CJ79.-I-I (-)68-1.118 (-)789.10 -- I Working 
Corporation( \ illupuram 1992 20110 20111 

Di' ision Ill ) Limited 

73. S ta le E\pres> Trans pot·t ( orpo- Transport I October 1998-99 1999- (-)837.97 --- 1586.32 (-)3833.13 6-1-1.73 (-)3-12.-15 --- I \\'ort-ing 
ration (T amil '\adu l>h i'ion II ) 1993 . 211011 
Limited 

127 



Audit Report.(Commercial) for the year ended 31 March 2000 

(1) (2) .. , 
(3). '. (.t) (5) (6) .(7) (8) (9) (1 0) (11) (12) (13) (14) (15) 

7-t. Meti·opolitan Transpm1 ·cor·- Tmnspor1 18 October· 1999- 2000~ (-)2606.-'7 --- 765().99 (-)12.t51.70 352.91 (-)2100.07 --- --- Wor·king 
poration (Chennai Division II) 1993 2000 2001 
Limited 

75. Tamil !'\adu· State Transpor1 'rmnspm1 29 Decem- 1998-99 1999- (-)1580.43 --- 1396.62 (-)5383.88 (-)1337.1-t (-)11.t7.32 --- 1 Wm·king 
Cor·pomtion (Coimbatore ber·1993 2000 
Dh·ision III) Limited 

76. Tamil . Na,lu Statt• Transpor·t Tr·anspor·t 8 Mar-ch 1998-99. 1999- (-)1115.89 399.-ttl (-)18.t5.15 (-)325.6:1 (-)966.17 --- 1 Wm·king ---
Cor·por·ation C\Iadurai Dh·ision 1996 2000 
V) Limited 

77. Tamil Nadu St;tte Transpor1 Tmnspm1 8 i\hu·dt 1999- '2000- (-)613.26 --- 531.51 (-)2.t61.14 I.t5.13 (-)369.58 --- --- Wor·king 
Corpor·ation (Kumbakonan·l 1996 2000 2001 
Division IV) Limited 

TOL\L (-)33197.13 --- 70672.08 (c)156719.-'3 . 78808.04 (-) 1 0424.52 

11-IISC:ELL..\NEOl;S 

78. Over-seas iV1anpower· Coa·po- Labour· and 30 Non~m- 1998-99 1999- 5.56 --- 15.00 20.08 29.65 7.16 2:1.1 1 Wm·king 
mtion Limited Emplo~~nent ber.1978 2000 

79. Tamil Nadu State Spor1s Education 15 Novem- 1988-89 '1996-97 36.38 --- IJ.002 59.96 77.69 .t1.32 53.2 11 Non-
Development Corporation her 198-t working 
Limited 

80. Tamil Nadu Film Development Information 12..\pr·il 1998-99 2000- (-)222.33 --- 1391.00 (-)991.46 l.t37.86 (-)30.68 --- 1· Working 

Cor·pomtion Limited and 1972 ' 2001 

Tour·ism 

81. Tamil Nadu State Marketing Prohibition 23 May 1999- 2000- 126.6() --- 700.00 203.22 :1107.61 274.05 6.7 --- Wor·king 

Cor·pomtion Limited and Excise 1983 2000 2001 

(T.-\SMAC) 

82. Tamil Nadu Spirit Corpomtion Prohibition 1 () JuJ~· 1989 1999- 2000- (~)133.00 --- .tllll.OO (-)988.5:1 1:159.77 19.07 1.3 --- Non-wore 

Limited (Subsidiary of and Excise 2000 2001· king and 

TASMAC) undei· 

rnerger 

TOTAL (-)186.79 --- 2506.002 (-)1696.7-t 7112.58 310.92 4.4 

TOT.-\L(A) (-).t0166AO --- l.JOS8R.092 (-)199209.35 558029.38 2.t496.19 .tA 
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( I ) 

(H) 

83. 

H.t. 

* 

A nnexure 

(2) (3) (.t) (5) (6) (7) (8) (9) ( I 0) (II ) ( 12) (13) (1 -t) ( I 5) 

ST.\Tl TOR' . 

COnPOit\TIO~S 

POWJo: l{ 

Tumil '•ulu Electl"irit~ Bo:m.l I . lu i~ 1957 199!!-99 1999- J 3-t9-t.OO 'et 2 19-t3.00 265Cl01.00 930362.110 75316.!1(1 !1. 1 I \\'o r·kine 

21100 sur·plus is 

detT<·ascd 

b~ 

lh.7651l 

lakh 

AGnJCl ' LTl 'RE 

Tamil '""" Warehuusin~ Fuud and 2 \lu~ 195X 1998-99 1999- 197.3-t --- 761.00 IH.tl.50 2632.00 201.97 7.7 I Workine 

Cor·ponllion ( 'onsumrr 2Uflll 

prutc.-tion 

TOT.\L(B) 33691.3-t --- 2270-t.OO 2668-t2.50 93299-t.OO 75517.97 !1.1 

GR.\~D TOTAL (~\ + B) (-)6-t75.06 -- 163292.092 67633.15 l.t91023.38 J0()(lJ.t. J6 6.7 

Ca pital employed r·eprrsc•nts net fi xed nssl'ts (including en pi tal work-in-progr·ess) PLl S wol'ldng capital e\ crpt in c·:rse of finance Companies/( 'orporations when· thl' capit.rl t>mployc•d is worked out 
as n me:tn of aggn•entl' of t he Opl'ning :llld closing bal:rncc·s of paid-up capital. lh~e r·esen ('S. bonds . de posit. und borrowings (including n•fimmce) 
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Audit Report (Commercial) for the year ended 3 1 March 2000 

ANNEXU RE- 4 

Statement showing su bsidy received , guara ntees received , waiver of dues, loans on which moratorium allowed and loans converted in to equity during 
the year and subsidy receivable and gua ra ntees outstanding at the end of March 2000 

(Referred to in Paragraph 1.4) 

Sl. '\ a me of th e "S ubsid) rccchcd durine the )Car (;uarantces rccci' cd durine the) c:u· and oul\tandinJ! :tt the end of the 

'\o. Comp:o n)l~tatu tor) 

Corpora t ion 

(I) (1) 

( \ )GO\crnmcnt 

( ompanies 

I. ·1 a mil '\ adu Tea 

Planta tion Corporat ion 

Limit ed 

2. I a mil '\ :tdu \ !!rO 

l ndu,tric~ Or ' elopment 

( orporation Lim ited 

3. Tnm il '\ nd u S tate 

\l arl.ctine Corpora tion 

Limited 

Central S tate 

Go' ern- Go' ern-

mcnt mcnt 

3(a) 3(b) 

Other' 1 ota l 

3(c) 3(d) 

~car 

( :1\h credit 

from bani-$ 

-t(a) 

350U.OO 

(3500.00) 

Loa ns from 

othe r 

souo·crs 

-t(b) 

(337.15) 

(2 11.13) 

" S u bsidy includes subsid y recevia ble a t the e nd o f t he year, wh ich is s hown in b rackets. 
Fi!! u res in b racket indica te !!: uaran tecs o utsta ndinl! a t t he e nd of the vcar 
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Letter~ 

of credit 

Ol>cncd 

b) banks 

in 

rc;pcct 

of 

imports 

-t(c) 

Pa~ mrnl 

obhJ!allon 

under 

:IJ!I'Cl'II' ("U I 

\\lth fOrCIJ!O 

con\ ultanl' or 

c:on1rac t~ 

-t(d) 

rota I 

-t(c) 

(337. 15) 

(212. 13) 

3501J.OII 

(35011.!10) 

(Figu res in column J(a) to 7 are Rupees in lakh ) 

\\ <li\ cr of dues durin!! the ) car Loan~ Loan~ 

on con' crtcd 

Loans lnte- l'cnal r ota I "hich in to 

rcpa) - rr>t intcrc;t mora to C!JUil") 

mcnt \\ah cd \\:lh cd -rium duo·ine the 

"rittcn 
:tiiO\\ Cd )Car 

off 

S(a) 5(b) S(c) S(d) (6) (7) 



A nnexure 

(I) (2) J (a) J (b) J(c) J (d ) 4(n) 4(b) 4(c) 4(d) 4(e) !'i(a) !'i(b) 5(c) 5(d) (6) (7) 

-1. Tamil ' adu Small 

lndustrit\ ( orporation (9!'i0.00) (JOO.OO) (12!'i0.00) 

Limited 

5. Stale lndu ~trics --- 56!'i.llll --- 565.011 

Promotion Corpora- tion (2511.00) (250.110) 

orTamil ' adu Limited 

(S II'CO I ) 

6. Tamil '\adu l.ralh H --- --- --- --·- 75.00 ···- --- --- 75.00 

De' clopmcnt (7!'i.OO) (75.00) 

Corponllion Limited 

7. Tami l 'adu llandi-crafls J5.S2 15.00 -- 50.52 

De' elopmrnt 

Corporation Limited 

8. Tamil 'adu ll andloorn - --- --·· - 550.00 --- - -- !'i50.00 

Oc\Cioprnen 1 < orpo- (550.00) (550.011) 

ration Limited 

9. Tamil '\adu ~tate --- -- - -- (250.00) -- -- --- (250.00) 

Construction 

Corporation Limited 

10. Tamil '\adu Cernt nb --- --- --- --- --- (112.50) --- --- ( 112.50) 

Corporation Limited 

II. Tamil '\ adu \di 25 16.68 507.62 -- J024.JU -- I 500.00 ··-- - 1 50o.oo 

Onl\ idar and llou,inJ! (544.00) (!'i-14.110) 

Ot-rlopment Corpor-

ation Limited 

12. Tamil '\adu Ci\'il --- 69500.00 -- 69500.00 5000.00 --- --- -- 5000.00 

Supplies Corporation (50011.00) (5001UIU) 

Limited 

IJ. Tamil 'adu Indus trial - 600.00 - 600.011 -- 6500.110 --·- -- 6500.00 

ln-rstmcnt ( orporation (2SO.UO) (250.011) (50686.00) (50686.00) 

Limited rruo 
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Audit Report (Commercial) for the year ended 3 1 March 2000 

(I) (2) 3(a) 3(b) 3(c) 3(d) -l(a) -l(b) -l(c) -l(d) -l(r) 5(n) 5(h) 5(c) 5(d) (6) (7) 

1-1. r amil '\ adu l rba n 1558.2-1 2-189.26 7. 13 -105-1.63 5000.00 - - --- 5000.00 . 

Finance and ln fn1- (3-1-15.00) (135-1.16) (-1799. 16) 

) l ruclurc De' elopmenl 

( oq>Ora lion Limited 

15. \ l c1ro Tn111spor1 - 1800.-17 --- 1800.-17 

Corponll ion (Chcnnai ( 1220.85) (1220.85) 

Dh is ion I ) Limited 

16. I a mil '\adu Slalr - -··- - - 150.00 - - -- 150.00 

I ran,porl Corporation ('\I L) ('\ IL) 

( \l:adurai Division I) .. 
Limited 

17 r :amit '\ad u S1a1e - 837.88 -- 837.88 

I ransporl Corporation (-187.88) (-187.88) 

({ oimba tore Di' ision I) 

I irnitcd 

18. I a mil '\ad u State - 725.56 -- 725.56 - 600.tl0 - --- 600.00 

I ra n)porl Coq>oration (375.56) (375.56) (325.110) (325.00) 

(h.urn bal..onam Oh i>aon 

I) I imitcd 

19. I arnil '\adu ~late -- 5-19.6~ --- 5-19.6-1 200.00 --- -- -- 200.00 

I ran)po•·l Corporal ion (132.87) ( 132.87) (100.00) (9lll.tlll) ( 10 111.00) 

{~atcm Di' ision I) 

I imatrd 

20. I a mil '\adu State - -12-1.35 -- -12-1.35 600.00 --- -- --- 600.00 

rran)pOrt Corporal ion (2-1.35) (2-1.35) (3 19.38) (37.92) (357.30) 

( \ hdurai Dhision II ) 

Limited 

21 . I :I mil '\ :tdu S lalc -- 793.30 -- 793.30 - IIJtl.tlll - --- 100.00 

r ran)I>Orl Corporation (H3.30) (~-13.30) ('\ II.) ('\II.) 

(\ illupuram Dhi~ion I) 

l.1mi1cd 
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I, 

A nnexure 

(I) (2) 3(a) 3(b) 3(c) 3(d) -I(~) -I( b) -I( c) -l(d) -l(c) S(a) S(bl S(c) 5(d) (6) (7) 

22. State E\pres~ Tr~ns- port - 5116.-18 - 506.-18 100.00 0.00 -- - 100.00 

Corporation ( I a mil "\adu (206.-111) (206.-18) (-150.00) (15-19.1111. (1\199.00) 

Di' ision I) Limited 

23. r amil :"\adn State - --- --- --- 180.011 - -- - 180.110 

Transport Corporation ·, 
(1 17.67) (11 7.67) 

(Kumbakonam Oi' ision 

Ill ) Limited 

2-1. Tamil :'\adu State -- 627.7 1 -- 627.7 1 -150.011 21111.1111 -- --·- 7311.110 

Transport Corporation (277.7 1) (277.71) ( 133.211) (2811.110) (-I 13.20) 

(\"illupuram Dh ision II ) 

· Limited 

25. Tamil 'adu State -- 31111.711 - 388.711 120.011 -- --- - 1211.00 

Transport Corporation (118.70) (88.711) (513.21) (2392.00 ) (29115.21 ) 

( \ladurai Dh ision Ill) 

Limited 

26. Tamil "\adu State - 676.-17 - 676.-17 

Transport Corporation (326.-17) (326.-17) 

(Kumbakonam Dh ision 

II ) Limited 

27. ramil :\adu State -- -1-17.17 --- -1-17.17 18-1.32 --- --- - - 18-1.32 

Transport Corporation ( 1-17. 17) ( 1-17.17) (18-1.32) (111-1.32) 

( \l~durai Dh ision 1\") 

Limited 

28. Ta mil ' adu S tate -- -158.96 -- -158.96 

Transport Corporation (158.96) (158.96) 

(Salem Di' is ion II) 

Limited 

29. ramil "\adu State -- 58-1.78 - 58-1.78 250.00 - --·- - 2511.110 

1 ransport Corporation (23-1.78) (23-1.78) (66.6-1) (66.6-1) 

(\ "illupuram Dh ision Ill ) 

Limited 

311. State [,pre~~ I ran ~port -- -- .......... -- 60.00 --·- -- - 60.1111 

Corporation (Tamil "\adu ( 60.1111) ( 1200.00) (12611.110) 

Dh is ion II) Limited 
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Audit Report (Commercial) for the year ended 3 / March 2000 

(I) (2) 3(a) 3(b) 3(c) 3(d) ~(a) ~(b) ~(c) ~(d) ~(C) 5(a ) 5(b) 5(c) 5(d) (6) (7) 

31. \l ctropolitnn rnan:.port -- 1691.61 --- 1691.6 1 

( orpora lion (Chen nai (1091.61) ( 1091.61) 

Oi' "ion II ) Limited 

32. I am il 'adu Stale - ~54.92 - ~5H2 

I rnn,po•·t Corpora tion (25~.92) (25H2) (5.00) (5.00) 

(C oimha tore Oi\ i~ion II ) 

Limited 

33. I a mil 'adu Police -- --- -- -- -- 8072.00 - --- 8072.1)0 

ll ou~ing Corpora tion (27225.06) (27225.06) 

l.imilcd 

3~. I a mil 'adu llack" ard 

Cla~\f~ and \linori tics (9.53) (9.53) ( 135 1.06) ( 1351.1!6) 

Economic l)e, rlopment 

( orpora tio n Limited 

35. Tamil 'adu Film De' c-

lopment Corporat ion (837.1111) (1137.00) 

Limited 

36. famil "\adu - 1216.25 -- 1216.25 

Corporation For 

De' elopment or \\ omen 

I imitcd 

37. l amil 'adu I'O\\Cr - - - -- - 6000.00 - - 6111111.00 

Finance and lnrra- (5571.60) (5571.611) 

~tructure De' elopment 

( orporal ion Limited 

38. I a mil ' adu ~tate - - - - -- 75.00 125.00 -- 2011.00 

I rnn~porl ( orporation (75.00) (75.00) 

( \l ad urai Di\ i ~ion \") 

Limited 

39. 1 a mil ' adu S late -- 200.00 - 200.00 50.00 86.8~ --- - 136.8~ 

Tran~ porl Corporation (35.00) (~9.3~) (8U~ ) 

("umbakonam l)j, j,ion 

1\ ) Limited 
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Audit Report (Commercial) fo r tlte year ended 3 / Marclt 2000 

ANNEXURE-5 

Sta tement showing financial position of Statutory Corporations 

(Referred to in Pa ragraph 1 .2.2) 

(Rupees in cr or e) 

I. TAM IL ADU ELECT RICITY BOA RD 

(A) 

(B) 

(C) 

2. 

P<1 rticul:1rs 1997-98 1998-99 1999-2000 

(Provisional) 

LIAB ILITIES 

Equity capital 788. 11 219.43 3 19.43 

Loa ns from Government 

Working capital from banks 

Other long term loans (including bonds) 3528.04 4099.87 4979.1 2 

Reserves and surplus 2988.82 3525.36 2482.52 

Oth ers (subsidy) 1397.60 15 10.09 1659.25 

Current liabilities and provisions 3.t l 8.6-t 3613.76 .tl 28.96 

TOTAL ( ) 12 121.2 1 12968.51 13569.28 

Gross fixed assets 8658.30 9596.45 10463.09 

LESS: Deprecia tion 2268.24 27 19.51 3271.62 

'et fixed assets 6390.06 6876.9-t 7 191 A7 

Cap itn l works-in-progress 2568.67 2763.34 3252.96 

Assets not in use 4.33 4A5 4.57 

Deferred cost 2.40 2.79 3.1 8 

Current assets 3 11 8.95 3277.10 3073.54 

Investments 36.80 43.89 43.56 

Miscellaneous expend iture 

Accumu lated losses 

TOTAL (B) 12 121.2 1 12968.5 1 13569.28 

Capit al employed• 8659.04 9303.62 9389.01 

Tamil Nadu Wa rehousing Corporation 

As per information given in Annexure-15. 

Ca p ita l employed r epresents net fi xed assets (including works-in-progress) PL S 
work ing capita l. While working out wo rking ca pita l, the element o f d eferred cost 
and investments arc excluded from current assets. 
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A 11nexu re 

ANNEXURE-6 

tatcment showing Working Results of Statuto ry Corporations 

(Referred to in Paragraph 1.6) 

I. TAI\ II L ADl1 ELF:CTR IC'ITY BOA RD 

Parti cular~ 1997-98 

I. (a) Revenue receipts !'3 11.05 

( b) 

2. 

3. 

5. 

ub idy/sub\ ention from 

Government 

Tota l 

Revenue eA pend iture (net of 

expenses capi ta lised) inc lud ing wri te 

off of intangib le assets but exclud ing 
depreciation and interest 

Gross surplus(+)/deficil(-) for the 

year (1 -2) 

Adjustments re lating to previous 

) cars 

Fina l gross surplus(+)/deficit(-) for 

the year (3-~) 

570.06 

5881.11 

4767.80 

1113.31 

(-}~8.99 

106~.31 

6. ppropriations: 

(a) Depreciat ion (Less: capita lised) 

(b) Interest on Government loa ns 

(c) Interest on others, bonds, ndvancc, 

etc., and fi nance ch:1rges 

(d) Total interest on loans and fina nce 

charges (b) + (c) 

378.73 

1 1 .7~ 

5~0.05 

552.79 

(e) Less: Interest capita li etl 1 ~0.8~ 

(f) et in terest charged to revenue (d) - ~ 11 .95 

(e) 

(g) Total appropria tions (a)+ (f) 790.68 

1998-99 

5682.53 

1076.22 

6758.75 

5432.22 

1326.53 

(-) 130.34 

1196.19 

~U03 

595.73 

595.73 

177.5 1 

~18.22 

861.25 

(Ru pee in crore) 

1999-2000 

(Provision:~ I) 

6325A I 

250.07 

657SA8 

6~74.66 

100.81 

(-)26 1.0~ 

(-)160.22 

5~7.09 

7 16.12 

716.22 

231.39 

~8~.83 

1031.91 
----------------------------

7. S urplus(+)/deficit(-) before (-)296A2 (-)7~ 1.28 (-) 1442.2 1 

accoun ting for sub~idy from tate 

Government 
(5) - 6(g) - l (b) 
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8. 

9. 

10. 

Particulars 

Net surplus(+)/deficit(-) {(5)- 6 (g)} 

Total return on capita l emplo) cd • 

Percentage of return on c:~ pilal 

employed 

2. Tamil Nadu Warehousing Corporation 

1997-98 

273.64 

685.59 

8.0 

As per information given in Annexure-16 . 

1998-99 

334.94 

753. 16 

8.1 

1999-2000 

(-)1192.14 

(-)707.3 1 

• Total return on capital emplo~ed repre'ients net surplus/deficit PL S total 
interest charged to profit and lo ~account. 
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Annexure 

ANNEXURE-7 

tatement showing operational performance of tate Tran port 

Undertaking and tatutory Corporations 

(Referred to in Paragraphs 1.6.1.3 and 1.6.2.2) 

I. TATETil.AN PORTUNOF:RT h:l GS 

(a) 

(b) 

(c) 

Particulars 

A Hrage num ber of Hhicles held 

Average number of ve hicles on road 

Percentage of utilisation of vehicles 

umber of employees 

Employee vehicle ratio 

!\umber of routes operated a t the end 

of the ye:tr 

Route kilometres 

h:ilometres operated (in JaJ..h) 

Gross 

' Effective 

Dead 

Percentage of dead ki lometres to gross 

k ilometres 

A vernge kilometres covered per bus 

per dny 

Operating revenue per kilometre 

(Paise) 

1997-98 

17284 

15918 

92. 1 

11 6806 

6.76: I 

8592 

12340 

22285.33 

21743.37 

491.96' 

2.2 

415.57 

924.35 

Average ex penditure per kilomet re 1048.72 
(Paise) 

Profit(+)ILoss(-) per kilometre (Paise) (-)124.37 

umber of operating depot 297 

Average number of brcakdO\\ n per 0.06 
Jakh kilometres 

Average number of accidents per lakh 0.66 
kilometres 

Passenger kilometre opera ted (in 

crore) 

0 
. • 

ccupancy ratto 

6396.62 

70.9 to 93.0 

1998-99 

17008 

15817 

93.0 

124665 

7.33: I 

8650 

11074 

23613.83 

23072.06 

541.77 

2.3 

420.38 

946. 14 

I 132.23 

(-) 186.09 

290 

0.04 

0.58 

9485.54 

72.4 to 95.0 

Occupancy ratio in respect of2 1 tate Tra nsport lJ ndert::tkings 
139 

1999-2000 

17033 

15841 

93.0 

125580 

7.37:1 

8847 

164 14 

23560.00 

22991.00 

569.00 

2.4 

418.90 

1082.40 

121 9.40 

(-)137.00 

299 

0.04 

0.41 

10514.66 

75to 96 
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Particulars 1997-98 1998-99 1999-2000 

Kilometres obtained ptr litre of: 

(a) Diesel oil 4.2 -'.2 ... 26 

(b) Engine oil 681.85 684.32 7-'9.00 

2. TAMIL ~ADl" ELECTRICIT\ BOARD 

P-articulars 1997-98 1998-99 1999-2000 
(Provisional) 

( I ) (2) (3) (4) (5) 

Insta lled cap:1cit) ( 1\\ ) 

(a) Thermal 2970 2970 2970 

(b) llydel 1956 1963 1993 

(c) Gas 130 130 130 

(d) Others 19 ° 19 19 

Total 5075 5082 5112 

ormal maximum demand -'918 5 196 5580 

(1\H\\\ H) 

Po\Hr gener:1ted 

(a) Therma l 17682 17076 18861 

(b) llyde l 5287 49 18 4-'-'4 

(c) Gas 79 12-' 217 

(d ) Others 19 23 27 

Total 23067 221-'1 235-'9 

LE S: Auxiliary consumr>tion 

(a) T hermal 1589 156-' 1697 

(Percentage) ~.99 9. 16 9.0 
• • 

(b) II} del 17 79 59 

(Percentage) 0.3 1.6 1.3 

(c) Gas 2 0 0 

(l'crccntagc) 2.5 () 0 

Total 1608 16-'3 1756 

(Percentage) 7.0 7.-' 7.5 

,\ ct po\\ er generated 21-'59 20-'98 21 793 

• 
Includes Kadamparai Pump '\lode 60 MKWH. ---------------------------
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( I ) 

(a) 

(b) 

(C) 

(a) 

( h ) 

(a) 

(b) 

(11 ) 

\ 

(b ) 

(:1) 

(2) 

Power pur r hased: 

With in the State: 

(i) Gove rnment 

(ii ) Pr iva te 

O ther tales 

Cent ra l g r id 

Tota l power ava ilable for sale 

Power so ld: 

With in the S ta te: 

Outside the Stale 

Transmission and distribution losses 

Load fa ctor (pencntage) 

T herrmtl 

Hyde I 

Percentngr of transmission and 

distribution lossrs to to tal power 

:n ailable for sa le 

l'llumber of \ illages/IO\\ ns electr ified 
(in lakh) 

. umber of pump sets/wells e nergised 
(in lakh) 

Number of sub-st11tions 

Tra nsmission/distribut ion lines (in 
lakh KMs) 

lligh/Medium voltage 

Low voltage 

Connected load (in 1\1\V) 

Number of consume•~ ( in lal.h ) 

"\um ber of employees (in lnl.h ) 

Cons umer/emplo) ee~ 
thou~and) 

r atio (in 

Tota l c~ penditure on s t:1ff du ring the 
~car (Ru pees in crore) 

Percentage of expenditu re un s taff to 

tota l revenue 

lin it~ so lo 

grirult urc 

Percentage of hare to total uuits sold 

1 ~ 1 

(3) 

994 

10004 

32-'57 

55 14 

68.0 

3 1.0 

17.0 

0.~ 

16.08 

782 

1.27 

·U 6 

201 70 

11 7.17 

0.96 

8. 1 

t06ltS8 

19A 

7275 

27.0 

(4 ) 

1579 

776 

10676 

33529 

27657 

205 

5667 

65.6 

28.6 

16.9 

0.64 

16.-'3 

83 1 

1.30 

4.09 

22424 

124.03 

0.94 

7.6 

12-68.33 

20.6 

(MK\\ II ) 

7556 

27.1 

llllle.nue 

(5) 

3096 

880 

10788 

30238 

196 

6 123 

72.3 

25.2 

16.8 

16.79 

876 

1.37 

4.15 

234 16 

133.03 

0.99 

7.4 

150-'-28 

20.8 

H?8J 

29.5 

• 
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/ 

( I ) (2) (3) (~) (5) 

(b) lndu stri~l 11 51~ 1105~ 11152 

Percentage of share to total units so ld ~2.7 39.7 36.6 

(c) Commercial 22~0 2200 273 1 

Percentage of sha re to tota l units sold 8.3 7.9 9.0 

(d) Domestic ~270 5280 5805 

Percentage of sh;1re to t ot:~l units old 15.9 18. 9. 19. 1 

(e) Others 1 6~~ 1772 1763 

Percentage of share to total units so ld 6. 1 6A 5.8 

T ota l 269~3 27862 30~3~ 

(Pa ise per KWII) 

(a) Revenue (excluding subs idy from 197 202 208 

Government) 

(b) Expenditu re• 189 210 21 6 

(c) Pro fit(+)/Lo\\(-) 8 (- )8 (-)8 

(d) A vcrag~: s uhsid) c:laim cd fro m 2 1 9 8 
G o\ ernmcnt 

(c) A veragc interest charges 19 19 24 

2. Tam il Nad u W;1rehousing Corpora tion 

(As per information given in the table of Paragraph 3A.8. I ) 

• 

• Revenue expenditure includes depreciation but excludes interest on 
long term loans 
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Annexure 

A NEXURE-8 

Financial Po ·ition of Tamil Nadu Industria l Development Corporation Limited 

(Referred to in Paragraph 2A.6) 

(Rupees in lakh) 

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

LIAillLITIES 

(a) Paid-up r<tpital 9779.3 1 9779.31 9779.3 I 9779.3 1 9779.3 1 
(includin~ ad a nce for 
shares) 

{b) Rcsencs a nd surplus 2561.72 2686.39 2823.03 3028.87 3076.09 

(c) Borrowings: 

. hort term <t nd long term l-t-t52.92 1576-t.78 26335.6-t 2026 1.21 9 1398.55 

CHsh credit 1885.99 19 13.83 

(d) T rade dues and other 2 189.1-t 3 169.35 3785.-'2 5287.90 7226.25 
lia bilities (including 
provisions) 

Total 28983.09 3 1399.83 .t2123.40 402.t3.28 I 13394.03 

A. SETS 

(a) G ros!- hlocl. 87. 18 11 2.60 127.88 1-41.10 17 1.29 

(h) LESS: Oeprcciation 60.57 72.-'2 82.23 93.66 109.07 

(c) !\let fhcd as et 26.6 1 -40. 18 45.65 -47.-'4 62.22 

(d) apital '"'ork-in-progre s 59.14 

(c) lnv~tmcnts 185 17.66 20672.87 2J.833.45 Hl-t4.37 24822.67 

(f) UITCIII a Sets 188-4.18 937.63 ~ 982. 15 l.t09.0 I 51016.76 

(g) Loan<; and ad' a nc~ 8025. 18 95 19.19 18389.93 13950.95 36163.51 

(h) Inta ngible ltSset.. 

M iscclla ncou 529.-46 229.96 472.21 69 1.51 1269.73 
e'penditure 

Total 28983.09 31399.83 .t:!71JA'O -402-4328 113394.03 

apital cmplo)cd
1 26 183.81 27512.2! 33584.23 36946.68 70561.58 

~ 

11811.57 12235. 7-4 12130.12 12116.67 lt585.67 Net \\Orth-

OTE: 

I. Capital employed represents th e mean of paid-up capita l, rescn·cs and surplus and 
borrowing<~ as at the end of the current year. 

2. et \\orth repre en ts paid-up capital PL S free re cnes LE intangible asset . 

143 



. 11/(/it Report (CtJJ IIIIII'rcial) for the year ended 31 March 2000 

ANNEXlJRE-9 

Wot-king resul ts of Tamil Nadu lndu trial Developm ent Corporation Limited 

( RcfctTed to in Paragraph 2A.6) 

(Ru pees iu la kh ) 

Part icu lar · I 995-96 1996-97 1997-98 1998-99 1999-2000 

l l\COI\1 F. 

(a) Int erest 12-HJ.I6 I-B6.38 2672.51 1918.50 5370.26* 

(b) Oh idl•ud 11 7 1.82 12 19. 15 1227.83 l-t92.3 1 1-t l-t .. 5()(a' 

(c) Profit on sa le o f 209.6-t 385. 15 3.-t l 160.80 
i1n est mcut 

(d) Miscellaneous 2.18 33.-t6 55.-t-t I 19.3-t 233.98 
income 

Total 2623.80 2688.99 -B-t0.93 3533.56 7 179.5-t 

EXPENDITU RE 

( i) Sa ht ries <tnt.l 116.87 125.69 187.31 196.65 239.79 
wages 

(ii) lnterc t on loaus 1913.2 1 2115A-t 33-t9.-t5 3081.61 6867.18 "' 

(i ii) Bad debts \\ rittcn 5.23 83.33 -t 1.99 18.31 
off 

( iv) Other expenses 230.67 195.58 493.83 300.60 152.65 

To tal 2265.98 2520.0-t -t072.58 3597. 17 7259.62 

Profit (+)/Loss(-) 357.82 168.95 268.35 (-)63.6 1 (-)80.08 
a~ pe·r accounts 

Adjul>tmcnt for (-)36.55 I OO.-t7 -t.29 269.-t7 127.30 
prior period 

Profit/Loss for the 321 .27 269.-tl 272.6-t 205.86 47.22 
yea r 

@ Include~ di' idl·nd on units purtl\ased from UT I. 

-i; E\pent.litu rc/ lncome includes interest of Rs.38.6-t crorc on honds is~ucd ou hcha If of 
Go\ ern ment and rcco' crcd from Go' crnment. 
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A uuexure 

ANNEXURE-9A 

tatement showing investment by Tamil Nadu lndu trial Development 
Corporation Limited and dividend income 

(Referred to in Paragraph 2A.6. 1) 

(Rupee in crore) 

\ ears Name of the Comp;l n) 

Tita n TPL T PI C Cheslind Others Total 
(7-l) 

1995-96 lm cstment 35.68 20.60 2.60 -l.42 9 1.56 15-l.86 

Dh ideml 3.5-l 3.48 0.36 2.65 0.07 10.10 

Per l'ent 9.92 16.89 13.85 59.95 0.08 6.52 

1996-97 ln\cstm cnt 35.68 20.6() 2.6() -lA2 2.06 89.20 15-l.56 

Dividend 3.89 3.1)6 0.29 2.65 0.16 10.95 

Per cent 10.90 19.22 11.15 59.95 0. 18 7.08 

1997-98 lm estmcnt 35.68 211.60 2.60 -l.42 2.06 102.20 167.56 

Dividend 3.89 3.49 0.36 2.65 0.2 1 0.17 10.77 

Per cent 10.90 16.9-l 13.85 59.95 10.19 0. 17 6.43 

1998-99 lm estmcnt 35.68 20.60 2.60 -l.42 2.06 105.58 170.9-l 

Dividend 2.95 3.48 0.39 2.65 0.2 1 9.68 

l'er cent 8.27 16.89 15.00 59.95 10.1 9 5.66 

1999- lm estment 35.68 20.60 2.60 -l.42 2.06 106.56 17 1.92 
2000 

Dividend 3.06 3.80 0.44 2.2 1 0.25 0.08 9.84 

Per cent 8.58 18.45 16.92 50.00 12. 14 0.08 5.72 

TITAN Titan Indust ries Limited 

TPL Tam.il Nadu Petro Products Limited 

TANF"AC: Tamil Nadu flourides and A lkalies Limited 

PIC ou thern Petrochemical Industries Corpo ration Limited 

Che lind : C heslind Textiles Limited 
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ANNEXURE-9B 

Staterne!lll~ slbtownllllg projects developed by Tamil Nadlu Industrial Devdopment 
Corporation Limited! ' · 

(Referred to ~n Paragraph 2A.7) 

Numbe.r of projects 

SI.No. Stages of projects UJ p to 1994~95 1995-96 to· i 999-2000 Total 

(A) Projects with pr'~inoters agreement 
: I 

(i) Projects taken up no7 29 136 

(ii) Under production 65 14 79 

(iii) Under implementation 2 9 11 

(iv) Abandoned projects 40 6 . 46 

(v) Percentage of (iv) to (i) 37 21 34 

(IB) Pmjects without promoters 
agreement 

(i) Projects identified! 235 235 

(ii) . Projects under implementation n J2 

(iii) . Projects not yet tai\Cil up for 147 147: 
· implementation 

(iv) . Projects written o~f 76 76 

1.46 .. 



Annexure 

ANNEXURE- 10 

The summarised financial position of 21 State T•·ansport Undertakings 

For the five years up to 1999-2000 

(Referred to in Paragraph 2 8.6.1) 

{RU[!CCS in htkh2 
1995-96 1996-97 1997-98 1998-99 1999-2000 

LIABILITIES 

(a) Paid-up capital 3519.50 22763.28 37672.23 57672.23 68772.22 

(h) Resen·es and ~98.91 518.71 2539.27 2802.05 2991.50 
supluscs 

(c) Borrowings 

(a) Short-term and 53651.41 6~781.88 77669.05 7 1952.59 92015.26 
Long term 

(b) Cash credit 61167.41 5631.21 63~7.53 6637.8~ 10337.57 

(d) Trade dues and ~28~6.59 ~8286.00 57~0U7 727~7.69 70380.79 
other liabilities 

Total 106583.82 1~1 98 1.08 181629.55 2 11812.40 2~~~97.3~ 

ASSETS 

(a) Gross block 95707.58 106561.81 128514/.12 131686.10 137057.02 

(b) Le!i!l: Depreciation 61580.7~ 71527.69 80122.36 879~8.32 98279.69 

(c) Net fixed assets 3~126.8~ 3503~.12 ~8396.76 ~3737.78 38777.33 

(d) Capital work in 1360.25 ~159.7~ 2383.30 ~23.40 1562.49 
progress 

(c) Other 87 1.5~ 1075.63 1859.82 1876.55 1876.5~ 
assets/investments 

(f) Current assets, 16922.57 1 73~3.26 21683.93 1733 1.05 220~5.6~ 

lmms ;md ad\'anccs 

(I!) lntangihle assets 53302.62 8~386.33 1117305.7~ 1~8~~3.62 180235.3~* 
and accumulated 
losses 

Tohtl 106583.~2 1~1981.08 181629.55 211812.~0 2~~~97.3~ 

* This includes Rs.20.39 lakh on account of prclimina~· expenses. 

U 7 
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ANNEXURE- 11 

Working n·esuhs of 21· State Tn·annsport U nul!ertakings . 

For five years.up to 1999- 2000 

(Referred! to in lParagraplhl 2R6.2) 
·;.i (.Ru~ecs in lald1) 

1995-96 ll996-97 1997-98 1998-99 ' ' . !999-2000 

L INCOME 0 .. .. • 

(a) Operational ilrncomc 15887L96 163309.39 197485.-117 209836.0,6 247889.03 

(b) Non-operatiollllal 6675.68 '7860.13 11770.83 10807.56 3262.96 
income 

. ·. . ~·~~ 

, : I I ' •• ~: 1 

.. ;·· --.;·;. :· -;._:;•,. 

' . . ~ ; . . 
·...... ··, . ;:-:. . ·.:· .· .. -j:: j "/ . 
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Annexure 

AN EXU RE- 12 

Statement howing fleet utili ation/effieiency of openttion of State Transport 
Undertal<ings 

(Referred to in Paragr·aph 28.7.3 and 28.7.5) 

1995-96 1996-97 1997-98 1998-99 
0 

-.-
I. AHragc numberofbuscs \\ith 11 700 12153 12807 1298-' 

ncct durin~ th e }Car 

2. AHntgc number of bu cs on road 10967 11 282 11 772 12099 

3. Percentage of neet utilisation 93.73 92.83 9 1.92 93. 18 

.... Scheduled KMs to be operated (in 16663.20 1-' ... 37.76 18023.37 18293.65 
la l,h ) 

5. Act ual K Is operated (in lakh) 16203.-'3 167 16.73 1729 .... 76 178 18.87 

6. Percentage of 5 to-' 97.2-' 95.86 95.96 97AO 

ote: Figures represent performance of 16 out 2 1 T s ( 'eria l Num bers 54 to 58, 63,65 to 67,69 
to 72, 7 ... , 76 a nd 77 of An neA ure-3). 

. .. 
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ANNEXURE-13 

Statement showing route analysis in respect of 13 State Transport Undertakings 

(Referred to in Paragraph 2B.7.7) 

Year Protl1le Breal\-e\ en Loss mal<ing Total 

Numher Percen- Number Percen- Number Percen-
Number 
of routes 

of routes tage of' routes tage of routes tage 

1995-96 332 5.86 ~69 8.28 ~863 85.86 566~ 

1996-97 326 5.71 ~67 8.18 ~9 16 86.11 57()9 

1997-98. 1037 17.6~ 851 I~A8 39911 67.88 5878 

1998-99 175 2.85 32~ 5.27 S6~9 91.88 61~8 

Serial numbers 5~, 55, 57, 58, 63, 65, 66, 67, 69, 70, 72, 7~ and 75 of Annexure-3. 

Variation is due to fare increase. 
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Annexure 

ANNEXURE- 14 

Statement showing cost of operation of State Transport Undc•·takings 

(Referred to in Paragt·aph 2B.l3.2) 

---- (Figures i_r_!_Qaise) Sl. Name of the Transpo rt Co rporation 1995-96 1996-97 1997-98 , .. 1998-99 No. 

Fixed Total 
Vnriable Fix ed To tal Varia hie Fb.cd Total Variable Fixed Total Variable cost cost cost cost cost cost cost cost I. Tamil Nadu S tate Transport 3 10 572 8H2 339 609 9~8 ~O J 729 11 30 415 83~ 1249 Corporation (Madurai - Division I) 

Limited 

2. Tamil Nadu State Transport 287 512 799 326 542 868 360 591 951 371 646 1017 Co rporation (Villupuram - 01\'ision 
II ) Limited 

3. Tamil Nadu State Transport 32~ 515 839 3SO 563 913 375 607 982 367 686 1053 Corporation ( Kumhnkonam -., 
Divisio n I) Limited 

~. Tamil Nadu S ta te Trllnsport 289 ~97 786 3~3 5~5 888 366 59~ 960 359 651 1010 Co rpo ration (Sa ll-m - Di' is ion II) 
Limited 

5. Tamil Nadu State Transport 303 528 83 1 3~8 571 919 377 579 956 363 667 1030 Corporation (Salem - Di' is ion I) 
Limited 

6. Tamil Nadu S tate Transport 319 578 897 3~0 601 9~1 370 722 1092 378 799 1177 Corporation (Madurai - Division II ) 
Limited 
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-------
Sl. Name of the Transport Corporation 1995-96 1996-97 1997-98 1998-99 

,_ 

No. 
Variable Fixed Total Variable Fixed Totnl Variable Fixed Tota l Variable Fi \ Cd Tota l 
cd!;t cost cost cost cost cost cost cost 

7. Ta mil Nadu State Transport 298 539 837 318 536 85-t 367 617 984 368 687 1055 
Co rporation (Madurai - Division IV) 
Limited 

8. Tamil Nadu State Transport 293 .t97 790 310 520 830 338 556 89-t 339 62-t 963 
Co rpol'ation (Coimbatore - Division 
II) Limited 

9. Tamil Nadu State Transport 32 1 552 873 371 637 1008 362 703 1065 361 79 1 1152 
Co rporation (Mad urai - Division Ill) 
Limited 

10. Tamil Nadu State Transport 30-t SJO 844 330 566 896 351 627 978 356 683 1039 
Co rporation (Coimbatore - Division 
I) Limited 

II. Tamil Nad u State Transport 306 .t89 795 33-t 506 8-tO 376 S.t9 925 36-t 637 1001 
Corporation (Kumbakonam -
Division II) Limited 

12. Tamil Nadu State Transport 305 526 831 3.t6 605 95 1 385 676 1061 376 720 1096 
Corporation (Villupuram - Division 
Ill ) Limited 

13. Metro Transport Corporation 365 789 11 5-t .t35 898 1333 .t62 1038 1500 417 ll.t9 . 1566 
(C hennai - Divis ion II ) Limited • 

l.t. Tamil Nadu S tate Transport --- --- --- 362 .t52 81-t 386 539 925 373 606 979 
Corporatio n (Kumbakona m -
Division IV) Limited 

152 



..11111exure . 
I 

" ... 

'· Sl. Name of the Transport Corporation 1995-96 1996-97 1997-98 1998-99 
No. 

Variable Fixed Total Variable Fixed Total Variable Fixed Total Variable Fixed Total 
cost cost cost cost cost cost cost cost 

IS. Tamil Nad u S tate Transport -- -- -- -·-·- -- --·- --·- --·- 991 -- -- 1060 
Corporation (Madurai - Division V) 
Limited 

16. State Ex press Transport Corpor a tion 274 435 709 325 525 850 348 569 917 356 698 1054 
(Tamil Nadu - Division I) Limited 
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ANNEXU RE - 15 

Summarised financial position of the Tamil Nadu Warehousing Corporation for the 
last five years ended 31 March 2000. 

A. 

B. 

• 

(Referred to in Paragraph 3A.7) 

(Rupee in l:t~h) 

1995-96 1996-97 1997-98 1998-99 1999-200() 

(Provi-
sional) 

Liabili t ies 

Pa id-up ca pihtl 76 1.00 761.00 76 1.00 76 1.00 76 1.00 

Reserves and surplus 1.n.-.8 1 15-'7.41 1621.-'5 1841.50 2103.63 

Borron ings 59.30 3-'. 10 8.90 

ubsid~ 25.99 25.99 25.99 20.70 20.29 

C urrent liabil ities and 395.53 50-'.36 603.69 488.99 520. 16 
provisions 

Provision for gratuit~ 27.00 17.98 19.22 ·B.98 44.66 
and pension 

Total 263-'.33 2916.0-' 3065.-'5 3 165.07 3-'-'9.7-' 

AS ET . 

Gross block 2888.66 3120.95 3 155.29 3212.14 3288.53 

LE. : Depreciation 56-'.75 613.09 678.80 738.23 8 1 ... 66 

Net fixed assets 2323.9 1 2507.86 2-'76.-'9 2473.9 1 2-'73.87 

Investments 0.1 0 0.10 0.10 0. 10 0.10 

C urrent assets, loans 3 10.32 408.08 588.86 69 1.06 975.77 
a nd advances" 

TOTAL 263-'.33 2916.04 3065.-'5 3 165.07 3449.7-' 

Ca pita l employed· 22 11 .70 2393.60 2-'-'2-"'-' 2632.00 288-' .82 

Return on capi tal 210.82 H6.77 1-'-'.18 201.97 35 1.06 
employed 

Percentage of retu r n 9.53 10.3 1 5.90 7.67 12. 17 
on capital employed 

Net worth• 2185.81 2308.41 2382.45 2602.50 2864.63 

Having cash and bank balances of Rs. l. 78 crore, 1.64 crore and RsA. I 5 crore in 1997-98, 
I 998-99 and I 999-2000 (provisional) respectively . 

Capital employed represents net fixed assets plus working capital. 

Net worth represents paid-up capita l plus reserves and surplus LE intangible assets. 
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Annexure 

ANNEXURE- 16 

Summarised worki.ng results of the Tamil Nadu Warehousing Corporation for the 
last five years ended 31 March 2000. 

(Referred to in Paragraph 3A. 7) 

(Rupees in lakh) 

1995-96 1996-97 1997-98 1998-99 1999-2000 
(Provi-
sional) 

INCOM E 

Warehousing charges 727.83 790.14 927.92 1082.83 1260.24 

Supervision charges 19.95 22.90 32.01 36.85 66.96 

Other income 24.16 26.62 30.92 34.92 56.96 

TOTAL 77 1.9~ 839.66 990.85 1154.60 138~. 16 

EXPENDITURE 

Employees' cost 354.30 380A5 ~90.88 584.68 672. 11 

Other costs 152.35 144.71 286.6 1 306.2~ 273.39 

Interest 6.54 13.78 7.76 4.63 0.49 

Oeprecication 50.38 51.25 58.94 59.33 78.67 

Bad and doubtful debts ~.09 16A8 IO.H 2.38 8.93 

TOTAL 567.66 606.67 854A3 957.26 1033.59 

Profit for the year 204.28 232.99 136.42 197.3~ 350.57 

Prior year adjustment (-)1 04.15 (-)85.66 (-)55.73 39.2~ (-)2.05 

Excess provision written back 2.67 0.92 1.87 9.14 12A6 

Provision for income tax 0.25 0.5~ 0.15 0.34 6.00 

Profit after tax 102.55 147.7 1 82AI 245.38 354.98 

Percentage of net profit to 1~.09 18.69 8.88 22.66 28.1 7 
warehousing receipts 

Percentage of increase in ware- 8.56 27A9 48.78 73.15 
housing receipts over 1995-96 

Percentage of increase in total 6.87 50.52 68.63 82.08 
cost over 1995-96 

Percentage of increase in 7.38 38.55 65.02 89.70 
employees' cost over 1995-96 

Average capacity utilisation (in 78.06 73.97 87.22 83. 12 81.50 
per cent) 
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ANNEXURE- 16A 

Details of land acquired by Tamil Nadu Warehousing Corporation and kept idle 

(Referred to in Paragraph 3A.8.2.3) 

Sl. Name of Extent Month/year Cost of Remarks 
No. place of land of acqui- land 

in acre sit ion (Rupees in 
lakh) 

I. S ivaganga .tA9 September 0.39 No steps were taken for 
1997 construction of god own 

2. Pattukottai 2.58 May 1991 3.95 No steps were taken for 

3. Batlagundu 1.56 August 1.29 
construction of godown though 
the Corporation runs hired 

1991 
warehousing centres there. 

4. Ariyalur 1.02 November OA8 
1992 

5. Attu r 4.50 March 1988 24.40 

6. Vellore 1.27 May 1989 16.36 No steps were taken for 
construction of god own 

7. Musiri 7.66 June 1990 0.84 40 cents of the land whose 
present va lue is Rs. II.05 lakh 
has been under encroachment 
si nce 1992. 

8. Kankeya- 7.50 February 1.55 Due to non-ava ilab ility of 
nallur 1996 approach road, expansion cou ld 

not be undertaken. 
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ANNEXURE- 17 

Statement showing t·cvision of tariff in Tamil Nadu Electricity Board 

(Referred to in Paragraph 3B.4.1 ) 

(A) High Tension 

Tariff-1 - lndustri ~ll 

Ta riff R~vision 

~ffected on 
15.2.1997 

Ta riff Revision 
effected on 20.7.1998 

DC Rs.l25 per KVA DC Rs.ISO per KVA 

F.C Rs.2.90 per unit EC Rs.3.30 per unit 

Tariff Revis ion 
effected o n 7. 1.2000 

DC Rs. ISO per KVA 

EC Rs.3.50 per unit 

Tariff-It - Educational DC Rs. IOO per KVA DC Rs. l 10 per KVA DC Rs.l25 pe r KVA 
institution, hospitals, etc. 

EC Rs.2.20 per unit EC Rs.2.55 per unit EC Rs.2.90 per uni t 

Ta riff-Ill - Co mmercia l DC lh.l50 per KVA DC Rs. l 70 per KVA DC Rs.200 per KVA 

Tariff-tV -Lift 
Irrigation Co-operative 
Societies 

(B) Low Tension 

Ta riff -1 A - Domestic 

T :t riff-1- B Hut service 

Tariff-It A Public 
Water Supply and 
Public lighting 

Tariff-It B Educa tional 
Institutions, Hospitals, 
etc. 

Tariff- Ill A Cottage 
and Tiny industries 

Tariff-Ill BOther 
lnd ustries 

Tariff - Ill C 
Information 
Technology 

Tariff-IV Agriculture 

nder Self Fin ancing 
Scheme 

Tariff V - Commercial 

D.C: Demand charges 

F.C Rs.3.00 per unit EC Rs.3A5 per unit EC Rs.3.90 per unit 

Rs.0.25 per unit Rs.0.25 per unit Rs.0.25 per unit 

Rs.0.65 to 2.50 per Rs.0.65 to 2. 75 per unit Rs.0.65 to 3.05 per unit 
unit 

NIL NIL NIL 

Rs.l.60 to 1.75 per Rs. l.60 to I. 75 per unit Rs.l.60 to 1.75 per unit 
unit 

Rs.2.50 per unit Rs.2.85 per unit Rs.3.1 0 per unit 

Rs. l.30 to 2.40 per Rs. I.JO to 2.-tO per unit Rs.IAO to 2.50 per unit 
unit 

Rs.2.80 to 3.30 per Rs.3.1 0 to 3.70 per unit Rs.3.30 to .tOO per unit 
unit 

No Cha rge 

Rs.250 per HP p.a o r 
Rs.O.SO per unit 

Rs.3.30 to 3.80 per 
unit 

No C harge 

Rs.250 per 1-1 P p.a or 
Rs.0.50 per unit 

Rs.3.40 to .t.OO per unit 

E.C: Energy charges 
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ANNEXURE- 18 

Statement showing Rate of Return of Tamil Nadu Elec.tricity Board 

(Referred to in Paragraph 38.4.3) 

1995-96 1996-97 1997-98 1998-99 1999-2000 
(Provi-
sional) 

(Rupees in crore) 

I. Revenue 4128.27 4490.49 5311.05 5682.53 6325.41 

2. Expenditure 4205.01 4747.37 5607.47 6423.81 7767.62 

3. Deficit (-) 76.7~ 256.88 296.42 7~1.28 1~42 .21 

4. Rate of Return (-)1.90 (-)5.82 (-)5.30 (-)11.5 (-)23. 18 
(Percentage) 

5. Rate of return at 120.88 132A I 167.76 174.58 186.62 
three per cent ofvalue 
of net fixed assets at 
the beginning of the 
year 

6. ubsidy ~15.93 586.51 570.06 1076.22 250.07* 

7. urplus 339.19 329.63 273.64 334.94 (-) 11 92. 14 

8. Rate of return (after 8.42 7.~7 4.89 5.76 (-)19. 16 
including subsidy) (in 
Percentage) 

* Orders regarding fina l subsidy awaited from Government. 
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Annexure 

ANNEXURE- l8A 

Statement showing revenue, expenditure and loss per unit in Tamil Nadu 
Electricity Board 

(Referred to in Paragraph 38.4.3.2) 

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

I. Number o f 105.15 110.41 11 7.1 7 124.03 133.31 
consumers (in lakh) 

2. Unit sold (M illion 24610 25659 26943 27862 30434 
Units) 

3. Revenue per unit sold 167.75 175.00 197. 12 203.95 207.8-' 
excluding subsidy (in 
paise) 

4. Expenditure per unit 170.87 185.02 208.12 230.56 255.22 
(in paise) 

5. Loss per unit (in 3.12 10.02 11.00 26.61 47.38 
paise) 

6. Total loss ( Rupees in 76.74 256.88 296.42 741.28 14-'2.2 1 
crore) 
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I. 

2. 

3. 

-1. 

s. 

6. 

7. 

II. 

9. 

Ill 

* 

1995-96 

a les Revenue 

~~~. or \II l'r r \muunt 

consumrr CCIII 

l>mnrslir 62117221 -ltl(t5 l(t.52 -193.71 

lluls 1195331 115 ti.J-1 ---

CollaJ!l' 17-1111 3!1') 1.26 -17.117 
intluslrics 

KrcoJ!nisrtl 1173-19 161) 0.69 ')3.U3 
rtlura lional 
inslilu lious. rlr. 

( ·ummrrcial. 1115-1213 2J i7 '). (,(, (J%.118 
misrrll :~ncous Mnd 
others 

l' uhlit· 121200 52-I 2.13 7(,.-1!1 
liJ!h linJ!I" lllrr 
"ork.~ 

lrriJ!:IIion anti 1-11 7096 6(,2(, 26.92 0.97 
llc-walcrinJ! nntl 
lifl irriJ!al ion 

lntlus lrial (l.o\\ 3UII509 21 71) 11.115 505.(>3 
rcnsion) 

lntluslrial (lligh -1153 80115 32.53 2121.19 
Tt• usion * 

Bulk .~ u ppl) -- 271 1.111 27.83 
lir rnscr anti nlhr r 
Stales 

I nhll 1051-1-1911 l-Ilt Ill IIIII -1023.59 

ANNEXURE-19 

CATEGORY-WI E DETAILS OF CO SUMER AND 
(Referred to in 

1996-97 

Sa les Revenue 

Prr ~o. or \II f'rr \muunt Prr ~CJ. or 
ern I consumer crnl crnl consumer 

12.27 Ml62292 -10113 15.91 53(1.16 12.27 71 -1079!1 

-- 123623-1 911 0.311 1276139 

1.19 25112 359 I.-Ill 76. 1U I. 7-1 3tl52-l 

2.31 1211312 396 U.72 118.-16 2.71 1235 11J 

16.33 1110636 2-1111 9.67 730.95 16.7-1 119292U 

1.9U 127-1116 577 2.25 76.79 1.76 1-107011 

11.112 1-1511256 (>6711 26.115 5.33 0. 12 1-19-11192 

12.57 305506 . 2353 9.17 5119.56 11.66 31-11133 

52.72 2922 83-17 32.53 2298.79 52.62 31151 

11.69 5 287 1.12 111.-17 0.38 5 

lUll 110-1076 1 25659 IOU -13611.61 1011 11 7173111 

Reduction in 1996-97 is due to reclassification under oth er Cll tegories 
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Annexure 

REV ENUE OF TAMIL NAOU ELECTRICITY BOARD 
Paragraph 38.4.3.2) 

1997-98 1998-99 1999-2000 (Provisional) 

ales Revenue ales Revenue Sa les Revenue 

Ml Per i\muu111 Per 'ln. uf :\1l ' Per Amount Per No. of Ml" Per Amount Ptr 
CCIII cent rn11su mcr CC III CCIII consumer cent cent 

~169 ISA8 671.SO 12.97 76S0728 Sl83 18.611 821.99 1~.9~ 8337734 S678 18.66 906.26 1~.87 

101 0.37 131323~ 97 0.3S 13SI~O 127 0.42 

332 1.23 C1S AS I .Uo ~~~2~ 1 SS6 2.(111 99.00 1.80 ~6870 so~ 1.66 89.80 1.~7 

SS7 2.117 13758 2.66 126811 616 2.2 1 161.35 2.93 130815 6~1 2.11 182.1S 2.99 

9A2 85~.1J8 16.511 131 811911 2S33 9.09 898.27 16.3~ 139122~ 2731 8.97 IOS6.60 17.34 

2. 18 102.85 1.98 15572 1 5 11 1.83 87.77 I.S9 182116 7~0 2AJ 12U9 2.0S 

27.00 11.63 0.22 1~7SO IO 7S56 27. 12 7.20 0.13 1561S61 8983 29.S2 10.86 0. 18 

l!.J3 629A3 12.1S 3 1 9~9~ 2377 8.53 711.32 12.9~ 32S929 2369 7.78 7S3A4 12.36 

33.17 2683.90 SJ.83 3067 8 121 29. 1 s 2686.27 ~8.86 313~ 8279 27.20 2944.89 48.3 I 

0.7S 22. 13 IIA3 10 3 12 1.1 2 2S.71 0.47 10 382 1.2S 26.30 OA3 

IUU Sl711.55 IOU 12~U32 1~ 27862 lUll 5~98.118 I 110 13330833 30H~ 1110 6095.29 100 
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ANNEXURE- 20 

Statement showing category-wise contribution/cross subsidisation of Tamil Nadu Electricity Board 

(Referred to in Paragraph 3B.4.3.2) 

(In paise) 

1995-96 1996-97 1997-98 1998-99 1999-2000 (Pro' isional) 

A B c A B c A B c A B c A B c 

I. Domestic 171 121 (-)50 185 131 (-)54 208 161 (-)47 231 159 (-)72 255 160 (-)95 

2. Commercial 171 276 (+) lOS 185 295 (+) 110 208 337 (+) 129 231 355 (+) 12-t 255 387 (+) 132 

3. Industria l 171 255 (+)84 185 261 (+)76 208 293 (+)85 231 316 (+)85 255 340 (+)85 

4. Agricultural 171 -- (-) 171 185 --- (-) 185 208 I (-)207 23 1 I (-)230 255 I (-)254 

5. Others 171 188 (+)17 185 156 (-)29 208 181 (-)27 23 1 179 (-)52 255 176 (-)79 

A: Pooled cost per unit 

B: Average realisation per unit 

C: Profit(+)/ Loss(-) 
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A nnexure 

ANNEXURE- 21 

Statement showing Loss on Agricultural services in Tamil Nadu Electricity 
Board 

(Worked out with reference to cost per unit) 

(Referred to in Paragraph 38.4.3.3) 

Year Unit Cost per Realisation per Loss per KWH Total loss 
(in KWH (in KWH (in Paise) (in Pai e) (Rupees in crore) 

MU) Paise) 

1995-96 6626 171 NIL 171 1133.05 

1996-97 6678 185 NIL 185 1235.43 

1997-98 7275 208 NIL 208 1513.20 

1998-99 7556 231 NIL 231 1745A4 

1999-2000 8983 255 NIL 255 2290.66 

(Provi ional) 

Total 79 17.78 
----
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ANNEXURE- 22 

Statement showing cases of violation/theft detected by APTS of Tamil Nadu 
Electricity Board 

(Referred to in Paragraph 38. 7) 

Year Total number Violation Amount Theft Amount 
ofHT & LT (Number) (Rupees in la kh) (Number) (Rupees in lakh) 
Services 
inspected 

1995 85826 10515 552.1 7 662 1724.65 

1996 87049 10956 767.12 .us 1-'95.49 

1997 85836 9183 881.18 -'09 4665.78 

1998 94912 7763 1526.88 390 1187.42 

1999 57425 7673 963.76 439 2168.00 

Total 411048 46090 4691.11 2315 I 1241.34 
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Anne:cure 

ANNEXURE- 23 
Statement showing amounts assessed and collected in respect of cases of theft of energy/violations of Tamil Nadu Electricity 

Board 
(Referred to in Paragraph 38.7) 

Theft of energy Violation Revision of Bills Total 

Number Amount Number Amount Number Amount Number Amount 

(Amount - Rupees in lakh) 

1997-98 

Opening 1230 2976.01 2570 ~61.45 180 60.50 3980 3497.96 
Balance 

Addition 313 506.23 5477 448.73 ~67 132.61 6257 1087.57 

Total 1543 3482.24 80~7 910.18 6~7 193.11 10237 ~585.53 

Collection 430 112.40 5659 -0 0.77 ~28 85.56 6517 608.73 

Closing 1113 3369.84 2388 499.41 219 107.55 3720 3976.80 
Balance 

1998-99 

Opening 1113 3369.84 2388 499.41 219 107.55 3720 3976.80 
Balance 

Addition 398 1845.55 4822 556.57 806 163.70 6026 2565.82 

Total 1511 5215.39 7210 1055.98 1025 271.25 9746 6542.62 

Collection 404 100.85 5299 486.84 628 125.1 5 633 1 7 12.84 

Closing 1107 5114.54 1911 569.14 397 146.10 3415 5829.78 
Balance 

1999-2000 (U(!tO December 1999} 

Opening 1107 5114.5~ 1911 569.14 397 146.10 3415 5829.78 
Balance 

Addition 322 1004.5~ 3677 455.21 ~50 89.27 ~4~9 1549.02 

Total 1429 6119.08 5588 1024.35 847 235.37 7864 7378.80 

Collection 280 11 7.96 3538 ~15.26 ~59 62.76 4277 595.98 

Closing 1149 6001.12 2050 609.09 388 172.61 3587 6782.82 
Balance 
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ANNEXURE- 24 

Statement showing unauthorised extension of supply for construction purposes 
in Tamil Nadu Electricity Board 

{Referred to in Paragraph 38.7 (ii)} 

S l. Name of the consumer Na me o f the Date of Inspectio n Amo unt assessed 
No C ircle by APTS (Rupees in lakh) 

I. LMW G KD Ins titute o f Technologica l Coimbatore 21.12.1996 1.68 
reso urces (South) 

2. LMW S pindle and Rings (Unit IX) Co imbatore 14.9.1998 1.20 
(South) 

3. Premier Po lytron ics Coimba tore 15.9.1 998 1.08 
(South) 

4. ' ri Rangan::tthan Valves Coimba torc 22.10.1998 0.27 
(South) 

5. Kayata r Corpora tion Limited Coimbatore 22.12.1998 3.70 
(South) 

Total 7.93 

166 



I. 

Annexure 

ANNEXURE~S .. 
tatcmcnt showing details of Assessment, Collections and balance of Revenue in 

Tamil Nadu Electricity Board 

(Referred to in Paragraph 38.8.1 ) 

(Rupees in crore) 

1995-96 1996-97 1997-98 1998-99 1999-2000 
No. 

I. Opening Balance 142.78 195.78 249.04 489.7 1 643.79 

2. Assessment 3994.00 4322.14 5156.41 5475.09 6072.52 

3. Tota l 4136.78 451 7.92 5405.45 5964.80 67 16.31 

4. Collection 3941.00 4268.88 4915.74 5321.01 6 142.66 

5. C losing Balance 195.78 249.04 489.71 643.79 573.65 

6. Percentage of Collection 98.6 98.7 95.3 97.2 101.2 
to Assessment (4 to 2) 

7. Closing Balance in terms 0.59 0.69 1.14 1.41 1.13 
of months assessment 
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