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Govemmenii ~o~mercn~i ·~cmcerns, the accoi.mts of.whlch ·are ·subject tq aud_lt. •. . .. 
by the Com!Ptrofler ana··:Audntor Oei'ieial :of _-Ui'idia" (CAG): fail ·under··ill{· . 
foilowi11g categoiries:~ · 

"o__ . Goy~mmentcomp~nnes,: •'· 

o - . - - Statutory> c~[i,or~ti<ms, and ·- . ~ 

o : - ._. Del',artmenta~~y &nainage_d commercialu.mdlertakings. -· 

2~ " -. -This r~portdeais -~iththe re~m~ts ,of auqitof Goveriunent:compa11nes '
~alridl.§tatutorry. corporations inchJidlnng ·Jami~ .NadliJI~ Electricity~·Board ·airndJnik. 
_ been prepared forsulbmissio11 to the Go.verriment of'famii.Nach.llumdler Section 

-· . ···~t9.:.A··' of.·cdn(-·tQomptroUer a!;11dL- Auditor .. G~i'ieraiPs:-. (Duties, ·Powers and . 
----Condlfitionls;of§erv_ice) A~~.- ~97f, as.amemiedlfmm timeto.:tinne.·· The resu.!l~s· 
_-_'_of _atiUidit relatiing to-_ departmel1taiiiy managedl-commerci~ti:u.mdertakings' a.fe 

inciudledl . _in th-e- Report' ·of:- the. ConpptroHer,\ amf-Audi}or: General .df -· 
•Uridlia (Civii)- Government ofTamii Nadn.n. -- _ .- " -

• -~ .-. = • 

· J~ -_-·. --.•.. An.ndntoft~eacco~nts ofqovemln·ent colnp~nies,is.g~ndlucted.bydie · 
CAG l.linder the provisions·of Section 6 ~ 9 of the CompaniesAct,-1956. · --. ·- · . 

>. ~. 

~. - '[n resp(!ct -o.fTamii-Nachx Electricity:•Boardl, wh·n~h· is a· Statu.ntqry-._ . 
. corpomtion, the· CAd is the -soie auditor. ;'[n -•respect of T~unnlNadlu
·. ·warelhlpusing Corporatiori, • CAG h~s ·tlhe right'. io. _ condlu.ncr;~iie~ audit ofnt~ 
• accounts-. iui(aadition · to.the· audit:·conductedl.:b)l the Chartetedl.·Accou.intan~s -__ 
•apponll1lte:dl !by t~e §tate Govemment in constiitatioll11 withthe.CAG. !n.resp~ct 

-- :of TamiLNadilt'·Electricity' [Regulatory Cmirimisskm; ·.the CAG is the ·!i<>Je 
.. _ ·- ·auditor. . The ~ A~dit , Reports on tHe ;annuai accounts of these 
·· ··- .-.- cqr!Poratio~s/cp!TI~issio_n ~re~forwai"ded separat~iy:l<;> the·State Goyemmen(:_: -· 

: : . , : ~· ... 

5: _ Tlhe. cases. mentioned -in· t~is ·Report are·tlhose,. which caine to noticellin _ · ' 
th~ COI.Ji'Se ofaudit during 20()8-0lJ-as wei~ as those which:cani'e to n'otice'in. 

_ t~e eariier years ·Jinnt werfnof-dealt::with: in the previous :reports. -Matters 
. : relatnl1g . to the~.JPeriodJ: .. si.llbseq~ent "to 2008;;,09 .liave .also. :lbeeri . 'included, _· .. 

vvheire'ver riecesscuy~ . . . 

6:·.:-- ·· __ Audit-has;beeri conducted in confonnity- with the Auditing St~mdards· 
· __ issuedl by tlhe Collll1lptr()ller:aild~udhor Genera(ofRndia. - -

-.. -: ~.: 

.. ,. 
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(~ ___________________ o_v_e_r_v_i_e_w ____________________ ] 

l 0' erview of Govermnent companies and Statutory corporations 

Audit of Go1•emment companies i.1 gmwned by 
Section 619 of the Companies ,let, 1956. The 
accmmJs of Govenunent companies are audited by 
Statutory Auditors appointed by CAG. Tlze.~e 
accmmts are al.m subject to supplementary audit 
conducted by CAG. Audit of Statutory corporations b. 
governed by tlzeir respecti1•e legislation.~. As on 31 
March 2009, t!ze State of Tamil Nadu had 6-1 working 
PSUs (62 companies and 2 Statutory corporations) 
and 11 non-working PSUs (all companies). which 
employed 2.75 lakh employees. The State PSUs 
registered a tumoJ•er of R~.-12,535.07 crore as per 
their 1mest finalised accounts. Tlzi~ tumm·er was 
equal to 18.62 per cent of State's GDP indicating the 
intportw1t role played by State PSU.~ in the economy. 
The PSUs had accnmulcted loss of Rs.J3,207.60 
crore as per their latest finalised account~>. 

Jm•estment in PSUs 

As 011 31 JUarc/1 2009, the im•estment (Capital and 
long tenn loans) in 75 PSU.f was Rs.28,5.J9.79 crore. 
Power Sutor accounted for 78.60 per cent of total 
itmmment and Sen•ice Sector 10.6-1 per cent in 2008-
09. The Gwemment contributed R!i.7,138.23 crore 
towards equity, loans and grrmMsubsidies during 
2()(}8...()9. 

Petfar. zculae ofPSIJs 

,is per latest finalised accounts, out of 61 working 
PSUs, 38 PSUs earned a profit of Rs.565.96 crore 
and 20 PSUs incu"ed a loss of Rs.4,303.23 crore. 
The major contributors to profit were Tidel Park 
Limited, Cllemtai (Rs./63.82 crore), Tamil Sculu 
Vewsprint and Papers Limited (R.d07.39 crore), 
State lndu!ltrie!l Promotion Corporation of Tamil 
.Vadu Limited (Rs.64.54 crore) and Tamil Nadu 
Small Industries Corporation Limited (R~.52.37 
crore). The heavy losses were incurred by Tamil 
Nadu Electricity Board (Rs.3,512.08 crore), Tamil 
Nadu State Tran.~port Corporation (Madurai) 
Limited (R.d80.53 crore), Tamil Nadu State 
Transport Corporation (Coimbatore) limited 
(Rs.IU.73 crore) and Metropolitan Tramport 
Corporation (Chennai) Limited (R.~.J00./2 crore). 

5-21-3 

Auclit noticed ••ariow; dcftcimcie~ in the functioning 
of PSU.f. A review of three yean' ,1.udit Reports of 
CAG shows that the State PSUs' lm.~es of Rs.1,045.94 
crore and infrucnwus im•estmcnts of Rs.215.91 cmrc 
were controllable with better ml11wgemenJ. Tlws, 
there is trememums scope to imprm·e the functioning 
and enlwnce profits. The PSU.'i can di.1·charge their 
role efficiently only if they are fttumcially self-reliant. 
There i~ a need for greater professionalivn allll 
accountability in the ftmctioning of PS U.5 . 

A.rrc..ws ilz acc.o. tJzts mvJ ilzdi!Jg 'W 

20 working PSUs had a"ears of 31 account~· as of 30 
September 2009, of which 11 accounts pertained to 
earlier years and the remaining were 2008-09 
accounts. There were II non-working PSUs 
including two under liquidation. The Gol•emment 
may consider winding up these t·ompanies. 

Quality vj t1Cl;.Olll{IS 

The quality of account.\ of PSU.~ needs impro1•etnetli. 
During the year, out of S.J accounts finaliud, the 
statutory auditors had gi1•e11 unqualified 
certificates for 19 accounts, qualified certificates 
for 30 accoullts, ad1•erse certificates (which meam 
that accounts do not reflect c1 true and fair 
position) for t'wo accounts and disclaimer (which 
means that the auditors are unahle to form an 
opinion otz accounts ) for three account~. There 
were 33 instances of tWII-compliance with 
.t)ccmmting Standards. Reports of Statutory Awlitors 
on internal control of the companies indicated severo/ 
weak areas. 

l}.i.'lc~~(l ef l).udit IRt'! 11.'> tb~· OO?.,lJ 

Tile Audit Reports (Commercial) for 1998-99 
onwards are yl!t to be db.·cussed ft1Liy by COPU. These 
ten audit reporls contained 35 re1•iews and 236 
paragraphs of which ten reviews and 199 paragraphs 
hat•e been discussed till December 2009. 

xi 



Audit Report (Commercial) for the year ended 31 March 2009 

Performance reviews relating to 'Functioning of State Transport Undertakings', 
'Tamil Nadu Civil Supplies Corporation Limited' and 'Information Technology 
Review on Computerisation ofTamiJ Nadu State Marketing Corporation Limited' . 

Functioning of State Transport Undertakings. 

In Tamil Nflllu, the Public tronswrt is provitkd by 
seven State Transport Undertakings (STUs) which 
hflll a fleet .~trength of 20,104 buses os on 31 
Morch 2009. The STUs conied an average of 
196.96 IDJch possengers per day during 20011-09. 
The total turnover of STUs (Rs.j,050.63 crore) in 
2008-09 wos equal to 2.21 per cent of the State 
gross domestic product for the year. The 
perfomumce audit of STUs for the period from 
2004-05 to 2008-09 wos conducted to ossess the 
efficiency and economy of STUs' operations, 
ability to meet their financial commitments, 
possibility of realigning the business model to tap 
non-conventional sources of rel•enue, existence 
and adequacy of fare policy and effectil·ene.u of 
the top management in monitoring the affairs of 
the STUs. Out of the ~e1•en STU.~ of tire State, 
Audit selected four STUs, i.e., one hal•ing its 
service entirely within the Metro city (MTC), the 
second having only long distartee services (SETC), 
the third-TNSTC (KBM) and the fourth-TNSTC 
(MDV) having a mix of both town and mofussil 
services. 

Finances and P.erf.ormance 

The STU~ suffered continuous losses during the 
four )'ears ending 21108-09 and had an 
accumulmed loss of Rs.3,88-1.99 crore as on 31 
Morch 2009. Six STUs operaling in mofussiUtown 
and express services earned R.~.15.99 per kilometre 
(KM) but expe11ded Rs.18.32 per KM in 2008-09. 
The Metropolita11 Transport Corporatwn 
(Chennai) Limited (MTC), earned Rs.24.59 per 
KM but expended Rs.27.90 per KM in 2008-09. 

Share in P.llbiW. Transport 

While the State allows exclusil·e operation of 
transport services by STUs within Clrennai city 
and Madurai Town, it allows both privale 
operators and STUs to operate services in other 
towns and mofussil areos. The six STUs and 
private operators increased their fket strength 
from 20,359 buses as on 31 March 2005 to 24,027 
buus os on 31 March 2009. MTC increosed its 
fket from 2,773 to 3,260 during the above period. 
The vehicle density_ ~r one IDkh f!iJpuiDtion hflll 

xii 

increosed from 36 in 2004-05 to 42 in 2008-09 
in the Slate. In Chennai, the same increased 
from 36 to 38 during the above period. 

Vehicle proftl~ and tllili.~ation. 

Two mofussil STUs test checked increosed their 
fleet strength by 4,526 buses during 2004-09 
and thereby, reduced the percentage of 
overaged vehicles from 69.27 to 37.67 during 
the review period. Similarly SETC and MTC 
added 730 and 2,407 buses during the review 
period and reduced the percentage of averaged 
express and city buses from 99.5-lto 3-1.91 and 
77.17 to 25.3-1 during the re~·iew period 
respectively. As the replacement of buses by 
these STUs was wit/tout internal generation of 
funds and at the direction of the Governme11t, 
the replacement through bo"o-.•ed fund.~ had 
increa~ed the interest burden of four STU.~ by 
Rs.85.72 crore during the review period. 

The fleet utilisation of three STUs remained at 
95 per cent during review period and in respect 
of MTC •·aried from 78.84 per cent in 2004-05 
to 87.57 per cent in 2008-09. The l'ehicle 
produL·tivity of two mofu.Hil STUs and SETC 
was more than All India Average of 313 KMs 
per day and ranged between .U1 • 459 KM.~ and 
614 - 627 KMs respectively during the review 
period. In cose of MTC, it ranged between 261 
and 298 KMs per day during the rel•iew period. 
The possenger load factor of mofussil and 
expre.~s buses improved from 78.98 per cent in 
2004-05 to 85.46 per cent i11 2008-09. But i11 
MTC, the same increased from 80.81 in 
2004-05 to 85.92 in 2006-07, but declined to 
75.25 per cent in 2008-09 due to operation of 
deluxe and other special sen•ices for which the 
public patronage wos less. 

&onam~ in operations 

Manpower and fuel con.~titute 78.49 per cent of 
the toto/ cost. Interest. deprecilltion and taxes 
account for 13.32 per cent and are not 
controiiDble in the shon term. Thus, the major 
cost saving luu to come fronc 11111npower and 
fuel. AU the fqur STUs tnt checked hflll excess 



manpower over and above the norm and thereby 
incu"ed idle wages of Rs.S-12.38 crore during the 
period under review. The STUs did not achieve 
their own targets for fuel consumption resulling in 
extra expenditure of Rs.33.76 crore during the 
same period. 

As a resu/1 of cancellalions due to contro//Qble 
factors like want of crew and vehicles, the four 
STUs were deprived of contribution to an extelll of 
Rs.J69.17 crore. 

Four STUs outsourced bus body construction 
despite availobility of cheaper in-house capacity 
and incu"ed an avoidable extra expenditure of 
Rs.6.86 crore. Besides, the deloy in construction 
of bu.\ bodies in-house resulled in lo.~s of potential 
re••e11ue of Rs.l.-19 crore. 

Revenue Maximisation 

The STUs do not have any policy for tapping noll
traffic revenue sot;rres by taking up large scale 
public-pri••ate partnership projects on their meant 
la11d. 

Need for a regulaJor 

Tire Go••emment does not ha11e a policy to re••ise 
the fare based on normative cost. Within the 
ambit of existi11g fare structure, STU.~ test checked 
did 110t re•·ise the fare for "Tra~·el as you please'' 
and lost a revenue of Rs . ./8.9-1 crore 

xiii 

Overview 

Fulfilment of social obligations 

The STUs collectively failed to liquidate the 
dues in respect of terminal bene.fiJs (Rs.969.99 
crore) to the retired employees and admitted 
liability towards the victims of accidents 
(Rs.J58.15 crore) as they diverled the funds 
earmarked for these obligations towards their 
working capital needs. 

Mmritoring 

The fixation of targets for various operational 
parameters and an effective !tfanagement 
Information System (MIS) for obtaining feed 
back on achie••ement thereof are essential for 
monitoring by the top management. But the 
MIS system of the STUs was not effective as it 
did not have an integrated data base on the 
operations of indil•idual depots and routes. 

Conclusio11 and Recommmdatiom 

Though STUs are suffering losser due to their 
high cost of operations and ••ery meagre 
increase in revenue, they may mntrol the loss 
by tapping nOII•COnventional l'tJllrCC!l of 
re••e,tue and keeping the manpower and KMPL 
K•ithin the norm. The loss may olw be reduced 
by controlling the loss of scheduled K.Ws. The 
re1·iew contains fi•·e recomme11datiom to 
impr01·e the performallce of STUs. Creating a 
regulator to regulate fares and sen•ices and 
tapping non-com·entional sourcef> of re1·erwe 
by undertaking PPP projects are stressed in 
these recommendations. 

(Chapter 2.1) 
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Tamil Nadu Civil Supplies Corporation Limited 

Jhe Tamil Vadu a~·il Supplies Corporation Limited 
is engaged in procurement of es5ential commoditie~ 
from the farmers, central agencies ttc., hulling of 
paddy, tmnsportatiotz and storage of essential 
commodities for distribution under Public 
DistributWn Syo;tem (PDS . The performance 
review of the acti1•itie~ of the Company for the 
period from 2004-05 to 2008-09 was ctmducted to 
a~certain the economy, efficiency ami effectil•ene~~ 

of the Company in carrying out all it\ business 
activities and its ability to deli1•er according to it~ 

mandate. 

All deficit in PDS sales are made good by the 
Go~·emment b> ll'ay of sub.~idy. The Company 
incurred an excesr of expenditure over income of 
Rs.6,358. fJ6 crore for the four yean· ending 31 
March 2008. The Company was found late in 
preferring/pursuing claims for receipt/ 
reimbursement of l'ariou~ expenses and dues. A 
sum of Rs.96.57 crore was petuling receipt from the 
Government of India on account of CtHtom Milled 
Rice subsidy. 

Pror::zzrome.nt 

The Company wa.s not geared to met't expectation.~ 

set out for it to act as a market inten·ention agency. 
The procurement target for paddy were set below 
the minimum requirement for distribution under 
PDS throughout the ret•iew period e~·en though 
sufficient quantity of paddy was m·ailable in tire 
market. The infrastructure at Direct Procurement 
Centres were inadequate. 

.!Dd.ficianmes 1

n :pr.oOW'C'mmtJ 

Tire Company failed to lift rice from Government of 
India allocated under Sampoorna Granreen Ro:.gar 
rojana scheme during 2006-07 depri~·ing 

continuous employment to 37,874 persons for 100 
day.~ in four districts. Tire Company did not prefer 
re~·ised claim of wholesale/retail margin for sale of 
sugar since 2001 et•en after knowing the willingnes\ 
of GOI for such re1•ision wbject to production of 
supporting documents. ExceH purchase of wheat 
than requirementl, extemion of undue benefit.s to 
roller flour mills, i11correct assessment of 
requirement of sugar and non-availing competitive 
rates for purr:ha.se of pulses etc., were also observed. 

xiv 

Hulling 

Utilisation ofCompmry's tJwn .\ltJdem Rice .\.tills 
(MRMs) capacity was dismal and it hearily 
depmded 0 11 private hulling a~:ents. Houn· /o.~t 
due to colltmllable f actors in its own mi/l.c 
resulted in m•oidable expenditure of Rs.13.35 
crore due to hulling of paddy through private 
hullers. This was despite COPU 
recommmdations in 1989 to optimise in-house 
capacity tmd minimi~e dependence on pri1·ate 
hullers. 

~""e emil transportation 

The Company faced abnormal storage lo.~~es, 

which are controllable factor, of beyond 
1 percerrt to 4 percent. In violation of the norms 
prescribed, the Company regularised excess 
.\torage lo.~s of 41,6U MT of Padd)' valued at 
Rs.U.99 crore pertaining to the KMS 20{}.1-2007. 
The Company had hired godown space beyond 
its needs and incurred wasteful storage charges 
of R.~.7.(}8 crore during 2004-08. 

l11J]1lemcntation of :mm..Pnblic Distnoutio11 
SyGZcm 5chcmc~ 
The Company has been int·urring loues in 
implementation of non-PDS schemes such as 
supp(~ of commodities to noon meal schemes 
which had increased the food subsidy to the 
extent of Rs.37.59 crore. 
Oonclu~irm vnd .Rcoammcndatian 

The performance of the Company was tardy in 
preferri~tglpursuing its claims and recovery of 
dues. The Company neither fzxed targets 
realistically nor procured paddy as per their 
targets. It incurred colltrollable and a1•oidable 
expenditure in procurement of pulses, wheat a11d 
sugar. The Company could not utilise hulling 
capacity of its own MRMs. It used godown space 
inefficiently and hired space beyond its nt>eds. 
These contributed to increase in subsidy and 
o~·erburdened the State exchequer. The 
Company must ensure that all admissible 
elements of cost are claimed without delay, must 
exercise effective control over procurement & 
hulling operations and reduce storage & 
transportation costs by strellllllining actit•ilies. 

(Chapter 2.2) 



Overview 

Information Technology Review on Computerisation in Tamil Nadu State Marketing 
Corporation Limited. 

Tamil l\'adu State Marketing Corporation Limited 
(Company) has the exclusive prMlege of 
wholeJale supply and retail ~·ending of Indian 
Made Foreign Liquor (1.\.IFL) in tile State. 1.'1-fF/. 
is procured and distributed through its 41 depot~ 
acrou Tamil Nad11. The tllrllm•er of the 
Company was over Rs.JO,OOO crore and the 
Company wa.f paying vario11s duties, taxes, fee 
etc. To hm•e better inve11tory control, dissemi11ate 
time/)' i11jormation to the manaxeme11t, supply 
chain ntanagemelll and to enmre !iafety of the 
data at depots, the Company had comp11terised 
operation.~ of all the 41 depots in FoxPro ba.\ed 
application and the !illppliers bill processinK at 
Corporate office in Oracle based application in 
1998. The Company decided to upgrade the 
hardware and soft•rare to Oracle platform in 
three phases (September 2001 ). 

Pia mung 
The Company did not plan the up-gradation to 
Oracle platform in q synclrroni~ed mamrer and 
there II' ere delays in finalisation tif tender and the 
\election of vendor in first two phases. The 
Company i.\ yet to ~·tart Phase Ill of 
implementation at 16 depots which are still 
working willr old software application. 

StaJus ofcomputeii.Sation 
Despite that 'there was no connecti~·ity established 
between the depots & SRM offices and Compan) 
& ProlribiJion wrd Excise Department, tire 
contractor was paid the full 

13 Transaction Audit Observations 

amount of contract. SRM offices perforce 
prepared their reports and .~ent it to the corporate 
office i11 Excel sheets. Tire Company did not ha1•e 
trained personnel to mall the system and was 
dependent on tire software de~·elopers. 

System design 
A11dit 11oticed deficiencie.~ in ~oftware design 
leading to necessity of manual i11ten•ention.<> 
bypassi11g the system. The deficiencies ·were 
11oticed in mapping of acco11nting policieJ, tax 
laws and li11king of maMer ~·tock registers with 
phy\ical stock. 

Other defiCiencies 
Tire software was found deficient in tire area" of 
input, process and output control.,, ensuring date 
and time logic in tire im·oices, standardisation of 
the coditfl:, l'alidation and integration of data. 
The Company did not /rave long term 11 plan or 
policy. 

co, elusion 
17Je Company failed to evo/Pe a long term IT Plan 
witlr duly documented performance indicators. 
Tlrerc was no in-house expertise to rectify tire 
deficiencies in tire software. The Company 
agreed to strengthen the system. 

(Chapter 2.3) 

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

Loss of Rs.270.71 crore in twelve cases due to non safeguarding of financial interests of 
the organisation. 

(Paragraphs 3.1, 3.4, 3.5, 3.6, 3.9, 3.10, 3.12, 3.13, 3.15, 3.16, 3.17 and 3.18) 

Loss of Rs.28.61 crore in four cases due to non compliance with rules, directives, 
procedures and terms and conditions of contracts. 

(Paragraphs 3.2, 3.8, 3.14 and 3.19) 

Loss of Rs.8.87 crore in two cases due to defective/ deficient planning 
(Paragraphs 3.3 and 3. 7) 

XV 
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Gist of some of the important observations is given below: 

Deviation by Tamil Nadu Industrial Development Corporation Limited from the 
Government policy and adoption of the guideline value applicable for a residential area 
and adoption of lower rate or escalation for fixing the land cost while allotting industrial 
land to the joint venture promoter resulted 111 loss of revenue of Rs.l58.63 erorc to the 
Government. 

(Paragraphs 3.1 am/3.2) 

Elec tronics Corporation of Tamil Nadu Limited spent Rs.8.56 crorc 10 set up a busincs~ 
data centre without a business plan and approval of the State Government rendering the 
investment idle and unproductive. The Company is contract bound to incur a future 
"asteful maintenance expenditure of Rs.3.4 7 crore up to the year 20 I :2. 

(Paragraph 3.3) 

Electronics Corporation of Tamil Nadu Limited ventured into soft\\arc devc1opment 
without determining the scope and did not monitor the project during execution leading to 
unproductive expenditure of Rs.2.56 crore. 

(Paragraph 3.4) 

Tamil Nadu Electricity Board is incurring avoidable interest of Rs.31.54 crore as it 
chose an incorrect option for payment for purchase of pO\\Cr from Neyveli Lignite 
Corporation Limited. 

(PtmtJ:rapll 3. I 3) 

Tamil Nadu Electricity Board made overpayment of Rs.l7.15 crore to :1 captive po'.-ver 
producer as it adopted higher purchase rate applicable for ··finn power .. ~ven though it 
purchased "infirm pO\\er .. from them. 

(Para~:raph 3. 14) 
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. 1.1 The ·Stat~, Public Sector · Undertakings · (PSUs) consist' of State 
·. -· · Government Compa11i_es a.nd Statutory Corporations: The State -PSUs are 

establish-ed to carry out activities ofcommercial nattire while keeping in view 
the weifate of people.· In Tamil Nadu, the State PSUs occupy a~. important 
place "in the state. economy. The State PSUs registered a turnover of 
Rs.42;535.07 crorea; for 2008-09 as per their late_st finalised accounts as of 
September 2009. This turnover was equal to 18.62 per cent of the State Gross 
Domestic Product (GOP) of Rs.2,28;479 crore for 2008:-09. Major. activities 
of the State PSUs are concentrated in power, service and finance.sectors. The 
State PSUs incurred an aggregate loss ofRs.3,757.31 crore as pe~the latest 
accounts finalised during 2008-09. They had employed 2. 75 lakh:" employees 
·as of3l March 2009> The State RSUs do not include two0 Departmental 
Undertakings (DUs), which carry out commercial ~perations but are a part of 
Goverrimentdepartmenh. Audit findings ofthese DUs·are incorporated· in the 
Civil Audit Report fofthe State. . .· . 

. . . - . : 

1.2 . ·. As on 31 Ma~ch 2009, there w~re. 75 PSUs. as per the det(lils .give.n 
below._ Of these, three§ companies were listed on· the stock exch~mge(s). · 

\iw6E~i~-ifrtu 
\'.~s::.·;-\~;;~:rt;.::~~/-.. J~ts ·:·~~-'-

·... . · ... 
Government Compames 62 73 

St~tutory Corporations· · 2 . 2 
Total 64 .· 75 

1.3 During the year 2008-09, tWo new PSUs viz., Adyar Poonga and 
Udangudi Power Corporation Limited were established and the Government 
gave th~.detailso(closl.lre ofthree~companies. · . .. . . 

a;. 

·-·' ; 

- . -_ - . . :. . . ~ ~- . . . - . . -

-·· 

. l3 comp~nies fihalised their accounts ~or the years other than 2008-09 .. 
As per the details provided by 66 PSUs .. ·. .· · . . 

The Institute of Veterinary 'and Preventive Medicine, Ranipet and King Institute, 
. Guindy.· · · · · · · · · 

Tamil · Nadu Newsprint and Papers Limited, Tamil . Nadu Telecommunications 
Limited and Tamil Nadu Industrial Explosives Limited:. . . . .. · · 
Non-workingPSUs are those which have ceased to carry on their operations •. 
In-cludes 619-B companies.· . . 

Tamil Nadu State Sports Development Corporation Limited was closed ~in' 1995 and · 
Tamil Nadu Dairy Development Corporation-Limited and Tamil Nadu Tubeweiis 
Corporation Limited were closed iri 2005. · - . 

=- -- --~ .. 
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Audit mandate 

1.4 Audit of Government companies is governed by Section 619 of the 
Companies Act, 1956. According to Section 617, a Government company is 
one in which· not· less than 51 per cent of the paid up capital is held by 
Government(s). A Government company includes a subsidiary of a 
Government company. Further, a company in which 51 per cent of the paid 
up capital is held in any combination by Government(s), Government 
companies and Corporations controlled by Government(s) is treated as if it 
were a Government company (deemed Government company) as per Section 
619-B of the Companies Act. · 

1.5 The accounts of the State Government companies (as defined in 
Section 617 of the Companies Act, 1956) are audited by Statutory Auditors, 
who are appoi nted by the CAG as per the provisions of Section 619(2) of the 
Companies Act, 1956. These accounts are also subject to supp lementary audit 
conducted by the CAG as per the provisions of Section 619 of the Companies 
Act, 1956. 

1.6 Audit of the statutory corporations is governed by their respective 
legislations. Out of two Statutory corporations in the State, CAG is the sole 
auditor of the Tamil Nadu Electricity Board . In respect of Tamil Nadu 
Warehousing Corporation, the audit is conducted by Chartered Accountants 
and supplementary audit by CAG. 

As on 31 March 2009, the investment (capital and long-term loans) in 
75 PSUs (including 619-B companies)" was Rs.28,549.79 crore as per details 
given below. 

(Rupees in crore) 

tory Corporations Grand 

Long Total 
Total 

Term 
Loans 

Working PSUs 2,577 79 3,571 45 6.149 24 2,057 61 20.25032 22,307 93 28.457 17 

Non-working PSUs 36.15 5647 92 62 92 62 

Total 2,613.94 3.627.92 6,241.86 2,057.61 20.250.32 22,307.93 28.549.79 

2 
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Chapter-/ Overview of Government companies and Statutory corporations 

A summarised position of government investment in the State PSUs is detailed 
in Annexure 1. 

1.8 As on 31 March 2009, of the total investment in the State PSUs, 99.68 
per cent was in working PSUs and the remaining 0.32 per cent was in non
working PSUs. This total investment consisted of 16.36 per cent towards 
capital and 83.64 per cent in long-term loans. The investment has grown by 
106.86 per cent from Rs.l3,801.60 crore in 2003-04 to Rs.28,549.79 crore in 
2008.09 because of large loans availed by State Transport Undertakings and 
Tamil Nadu Electricity Board through other sources as shown in the graph 
belo,w . 

. 
~~----------------------------------------------------------------------------------------~ 

25000 

14313.91 14526.06 

15000..._ ___ _. ____ .,... ___ _ 

15454.99 
13801.60 

10000 

5000 

o+------------------+---------------------~--------------~------~~------------~ 
2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 

Investment (capital and long term loans) (Rupees in crore) 

1.9 The investment in various important sectors and percentage thereof at 
the end of 31 March 2004 and 31 March 2009 are indicated below in the bar 
chart. The major chunk of investment was in power sector which saw its 
percentage share rising to 78.60 per cent in 2008-09 from 68.09 per cent in 
2003-04 of total investment. 
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Audit Report (Commercial) for the year ended 31 March 2009 

The investment in power sector increased by 138.77 per cent from 
Rs.9,398.15 crore in 2003-04 to Rs.22,440.32 crore in the year 2008-09. The 
service sector followed the power sector where there was an increase in 
investments by 97.19 per cent from Rs.l,539.95 crore in 2003-04 to 
Rs.3 ,036.63 crore in 2008-09. 

(Rupees in crore) 

25~ ~------------------------------------------------~ 
(78.60) 

2003-04 2008-09 

I D Finance • Power Service • Others I 
(Figures in brackets show the percentage of total investment) 

1.10 The details regarding budgetary outgo towards equity, loans, grants/ 
subsidies, guarantees issued, loans written off, loans converted into equity and 
interest waived in respect of the State PSUs during the year are given in 
Annexure 3. The summarised details are given below for three years ended 
2008-09. 

4 
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C~pter-1 Overview of Government companies and Statutory corporations 

(Rupees in crore) 

f·fi:~ 
~: . ...; _-,. L1'.;J;.:f, ~;:: :)tf:~~ ,.._,,,..;~·-.!); 
~ ~1-i:.tf~!~i~lT 

0 

~-1.'-2.~~, ...... ,. ~:" 

~:::~~;:,~ ~~,~~;:h ;'It:<':· 8:'{l~ :.~ [{: !r 
;::\'·' :•<1-zw'::r. .. .... - ',:-';?- ~ c.'.;.~ ~~..: .. 1~' 

1 Equity Capital 9 331.34 14 873.25 15 1,051.45 
outgo from budget 

2 Loans given from 2 5.25 7 42.28 9 775.53 
budget 

3 Grants/Subsidy 17 3,817.87 17 3,979.02 13 5,311.25 
received 

4 Total Outgo 21 . 4,154.46 28. 4,894.55 26. 7,138.23 
(1+2+3) 

5 Loans converted 1 100.00 --- --- 1 4.95 
into equity 

6 Loans written off --- --- --- --- 1 3.47 

7 Interest/Penal --- --- --- --- 2 6.13 
interest written off 

8 Total Waiver (6+7) --- --- --- --- 2 9.60 

9 Guarantees issued 5 493.95 6 599.55 6 1,322.81 

10 Guarantee 17 3,600.69 13 3,500.55 14 4,036.49 
Commitment 

1.11 The details regarding budgetary outgo towards equity, loans and 
grants/ subsidies for past six years are given in a graph below. 

(Rupees in crore) 

8~.--------------------------------------------------, 
7138.23 

7~ 

4000 

3000 

1~ 

0+---------~--------~----------+---------~--------~ 
2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 

1£ Budgetary outgo towards Equity, Loans and Grants/Subsidies I 

These are the actual number of companies/corporation, which have received 
budgetary support in the form of equity, loan, subsidies and grant from the State 
Government during the respective years. 
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The budgetary support in respect of equity, loans and grants/ subsidies showed 
an increasing trend from 2003-04 to 2008-09 due to increase in grant and 
subsidy by the State Government to Tamil Nadu Electricity Board and Tamil 
Nadu Civil Supplies Corporation Limited. · · 

1.12 '(he ·PSUs are liable to pay guarantee commission to the State 
.Government equivalent to 0:5 per cent of the amount of guarantee utilised by 
them on raising cash credit from banks and loans from other sources including . 
operating Letters of credit. During the year 2008-09, guarantee commission of 
Rs.l33.58 crore was payable by 13 PSUs. Out of this amount Rs.130.69 crore 
remained unpaid including Rs.l21.45 crore ofTNEB. 

1.13 The figures in respect of equity, loans and guararttees outstanding as 
per records of the State PSUs should agree with that of the figures appearing 
in the Finance Accounts of the State. Iri case the figures do not agree, the 
concerned PSUs and the Finance Department should carry out reconciliation 
of differences. The __ position in ·this regard as at 31 March 2009 is stated 
below. · 

Equity . 3,073.68 4,402.31 1,328.63 

Guarantees 3,909.60 4,036.89 127.29 

1.14 Audit observed that the differences oc_curred in 12 PSUs in respect of 
equity and in 9 PSUs in respect of guarantees. Some of the differences were 
pending reconciliation since- April 2004~. The Government had been 
addressed by Audit (December 2008} to expedite the process of reconciliation 
of figures between Finance accounts and the figures as furnished by the 
companies in their respective accounts. The Government and PSUs should 
take concrete steps to reconcile the differences in a time-bound manner. 

1.15 The finanCial resu,lts of PSUs, financial position arid working results of .
working Statutory corporations are ~detailed in Annexures 2, 5 arid 6 
respectively. A ratio of PSU turnover to·· State GOP shows the significant 
extent of PSU activjties in the State economy. The table below provides the 

o\1> Tamil Nadu Adi-dravidar Housing and .Development Corporation Limited and Tamil 
· Nadu Sugar Corporation Limited. · 
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Chapter-/ Overview of Government companies and Statutory corporations 

details of working PSUs' turnover vis-a-vis State GDP for the period from 
2003-04 to 2008-09. 

(Rupees in crore) 

Partleulan 2003-04 2004-05 2005-06 2006-07 l007-08 2008-09 

Turnover· 21,532.17 24,298.35 25,665.47 26,206.99 38,040.09 42,534.33 

State GOP 1,75,897 2,00,780 2,23,528 2,46,266 2,79,287 2,28,479 

Percentage of 12.24 12.10 11 .48 10.64 13.62 18.62 
Turnover to 
State GOP 

Figures of State GDP for 2008-09 are advance estimates. 

The turnover of PSUs increased continuously from 2003-04 to 2008-09. The 
turnover increased by 97.54 per cent, in 2008-09 when compared to the 
turnover in 2003-04. The percentage ofPSUs' turnover to State GDP declined 
between 2003-04 and 2006-07 but improved in 2007-08 and 2008-09. 

1.16 Profits/losses earned/incurred by the State working PSUs during the 
period from 2003-04 to 2008-09 are given below in the bar chart. 

(Rupees in crore) 

2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 

2000.00 (57) 

(62) ~ 
..... 
<';~ 

-6000.00 
(64) 

• overall profit/loss incurred during the year by working PSUs 

(Figures in brackets show the number of working PSUs in respective years) 

The State PSUs collectively incurred continuous losses from 2004-05 to 
2008-09 which increased from Rs.950.73 crore to Rs.3,737.27 crore during the 
arne period. 

oc Turnover as per the latest fmaJjsed accounts as of 30 September. 
7 
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During the year 2008-09, out of64 working PSUs, 38 PSUs earned a profit of 
Rs.565.96 crore and 20 PSUs incurred a loss of Rs:4,303.23 crQre. One PSU 

· (Arasu Cable TV Corporati<,m Limited) incorporated in October 2007 has not 
· submitted the first accounts yet and another .· PSU, Udangudi Power 
. Corporation Limited wa_s incorporated in December 2008 and isyet to submit 
its first account.. Three PSUs are in their preliminary· stages of commercial 
operation (Tide! Park, Coimbatore. a 6I9-B Company,_incorporated in June 
2007, Chennai Metro Rail Limited incorporated in December 2007 and Adyar 
Poonga incorporated in October 2008). In one PSU _(Tamil Nadu Civil 
Supplies Corporation .Limited), the deftcit of income is entirely compensated 
by the State Government in the form ofsubsidy. \ 

As per the accounts finalised as of30 September 2009, the major contributors 
to profit are Tide! Park Limited, Chennai (Rs. I 63.82 crore), Tamil Nadu 
Newsprint and Papers Limited (Rs. I 07.39 crore), State Industries Promotion 
Corporation of Tamil Nadu Limited (Rs.64.54 crore) and Tamil Nadu Small 
Industries Corporation Limited (Rs.52.37 crore). Heavyiosses were incurred 
by Tamil Nadu Electricity Board (Rs.3,512.08 crore), Tamil Nadu State 
Transport Corporation (Madurai) Limited (Rs.l80.53 crore), Tamil ]'.Htdu State 
Transport Corporation -(Coimbatore) Limited (Rs.124;73 crore) and 
Metropolitan Transport Corporation (Chennai)Limited (Rs.l 00.12 crore). 

1.17 The losses ofworking PSUs are mainly attributable to deficiencies in 
financial management, planning, implementation of project, ninning their -
operations and monit_oring. _A review of last three years Audit Reports of 
CAG shows that the State PSUs ihcurredJosses to the tune of'Rs:o.I,045.94 

: ;l,Sfrore ·.· . ······· .. ith ~-~~~~~b~~::".~!.;'~f,;·~~;.;i;H-i~:e A~~~c~e;oe~: 

Controllable losses as per 
the CAG) Audit Report 

lnfructuous Investment 

240.85 

3.81 120.10 

634.42 1,045.94 

92.00 215.91 

1.18 The above losses pointed out by the Audit "Reports of the CAG are 
based on test check of records of PSUs. The actual controllable losses would 
be much more. The PSUs can discharge their role efficiently only if they are 
financially self-reliant. The above situation points tQwards a need for greater . 
professionalism and accountability in the functioning of PSUs. 

·8 
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·1.19 .-·Some other.key parameterspert:ainingto StatePSUsaregiven below. 

Turnover .42.534.33 

Debt/Turnover ratio ... 0.56:1 

Interest payrnerlls 1,440.65 1,377.17 1.479.80 2,059.37 

losses 4,003,94 5,020.69 7,896:15 13.207.60 

:-; :.·· 

· .. ··. ·· (Aboye figures pertain to ail PSUs except tu~nover which is for working PSUs): _ 

L20 · ··Thereturi1oh capital.empl;·yed:which was 8.88 per (;enfit'l 2003-04 
dedirt"ed-to 1.76 pet cent in 2004-Q5 and was negative for 2005~06, 2006-07 · 
a:nd 2008-09. · Accumulated losses increased ~from Rs.4,003.94 crore in , 
2003~04 tol~~-13,207.60 crore .in 2008;09. 

··1.21· The State_ Government has not form'ulated:a divid6nd·cpolicy_ for 
. payment of miriimum.dividend~ As per:their: latest finalised accounts as of 30 · 

September 2009, 38 working and two non-:'1\forking PSUs earnea an aggregate 
. pmfit. of Rs.566.66 crore {Rs.565.96 +. Rs:o·. 70 'crore) -and ll PSUs declared 
total dividend of Rs.69.ll cmre.> Of this~ the· major contributors of the . 
dividend were Tide! Park Lim lied;~Cfienna.i ·arid Tamil Nadu Newsprint and'· .. · 
PapersLirnited aggregating to Rs.44'J4 crore, which worked ourto 64. I 6 per. 
cent of total dividend-paid duringtheyeCir2Q08~09~:-

Perfo~mance ofmajorPsu~· 
. - . "- .-

l.22 The investment in working" PS.Us and:>their :ttimover. together 
· . aggregated to Rs.7Q,99L5Q.crore du.f;ing 2008'-09.-~0utof 64 w~rking PSUs, 

. - ~ -__ 

. three. PSUs accounted for -78.18 "pei·. cent of aggregate investn1ent plus 
turnover.· 

. Tamil Nadu State. Marketing 
Corporation Limited· 

· ;rami! Na·du Civil SupRiies 
Cotporation Limited 

·. Total : 

.:15.00 

22~3541.33 . 
. . . 

Some of the major audit findings ofprevioLts years for the above PSUs are 
stated in rhe succeeding paragraphs;-

• NIL indicates that ROtE was negative during those years. 
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Audit Report (Commercillt) for the ye(lr elltlet/11 M(lrcll 2009 

Tamil Nadu Electricity Board 

1.23 The Board had finalised its accounts for each of the years 2005-06 to 
2007-08 with delay of one year from the due dates. The arrears were 
primarily due to delay in consolidation and compilation of accounts from its 
various accounting centres spread all over the State. The net deficit of the 
Board rose from Rs.l ,329 crore in 2005-06 to Rs.3,512.08 crore in 2007-08 
despite increase in turnover from Rs.l4,457.31 crore to Rs. l5,672.85 crore 
during the same period. The return on capital employed remained negative 
due to continuous losses incurred by the Board. 

1.24 Deficiencies in plamring 

• The Board did not synchronise the construction of sub-station ' ith their 
related line works in three cases resulting in idling of the line works 
valued at Rs. l8.51 crore for one to three years up to March 2008. 

(Paragraphs 3. I .33 to 3.1.35 of Audit Report 2007-08) 

1.25 Deficiencies in financial management 

• Delayed remittance of the electricity tax into the Government Account 
by the Board led to avoidable liability of penal interest of Rs.89.84 crore. 

(Paragraph 4. I 5 of Audit Report 2006-07) 

• Failure to convince the Government to pay the subsidy towards current 
consumption charges directly to it instead of routing through the 
beneficiaries led to non-recovery ofRs.47.28 crore. 

(Paragraph .J. /6 of Audit Report 2006-07) 

• Failure to comply with the conditions stipulated to make payments of 
dues to Central Public Sector Undertakings led to loss of Rs.24.63 crorc. 

(Paragraph .J. I 7 of Audit Report 2006-07) 

1.26 Deficiencies in implementatio11 

• Delays of 7 to 83 months and I I to 132 months in completion of sub
stations and line works respectively in excess ofTamil Nadu Electricity 
Regulatory Commission norms led to loss of revenue of Rs.l23.97 crore 
over a period of five years ending March 2008. 

(Paragraphs 3. I.16, 3. I .22 and 3.I .32 of Audit Report 2007-08) 

• Procurement of costlier high quality meters instead of low cost static 
meters despite their suitabi lity resulted in avoidable expenditure of 
Rs.l4 .18 crore. 

(Paragraph 4. IB of Audit Report 2006-07) 

• Failure to take note of the lower prices paid by the field offices resulted 
in avoidable expenditure of Rs. l.43 crore on procurement of air break 
switches. 

(Paragraph .J.21 of Audit Report 2005-06) 
10 
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1.27 Deficie!J1Jcies i1J11 m(mitoring 

<9 Extension of undue benefit of Rs.53.18 crore to an Independent Power· 

e· 

Pmducer (IPP) by incorrectly regulating payment ·of· fixed capacity 
.. charges and return ort equity in violation of power"purchas~ agreement ·. 

(Paragraph 4.13 of Audit Report 2007-08) 

E~tensi<m of undue favour of Rs.5.92 crore tothe private wind mill 
developers by recovering development charges at-7.5 per cent instead of·. __ 
15 per cer/1. . 

(Paragraph 4.14 of Audit Report 2007-08) 

Tamil Nadu-State Marketi!J1Jg Corporation !Limited 

L28 ·_ The _Cornpany had no arrears of accounts asofSeptember2009. The 
Company which incurred a Joss of Rs.2.64 crore in 2005-06 earrted a profit of 
Rs.2.84 crore in 2008-09. ·The steady, increase in turnover from Rs.7,520.97 
crore in 2005.:.06 tci Rs.I2,831.70 crore in2008-09. primarily contributed for 
the Company's profit. Consequently, the return on capitalemployed increased 
from II .51 percent in 2005-06 to23 .03 per cent in 2008-09. 

Tamil Nadu Civil SuppliesCorporatioiJ11 Limited 

L29 The Company had arrears of accounts for one year as of September 
2009. During the past five years i1pto September 2009, the Company could 
not finalise the accounts ofahy year within the prescribed time schedule of six 
months as per companies Act due to delay in· compilation of accounts from 
various cost centres .. The Company's turnover increased from Rs.4,041.57 
crore in 2005.;06 to Rs.4,642.04 crore iri 2001.:08. However the return on 
capital employed declined from 4.43 per cent to 4.27 per cent due to increase 
in expenditure. 

Conclusion 

L30 The above details indicate that there is scope· for improvement in 
overall performance of the State PSUs. The)' need to imbibe gr~ater degree of 
professionalism to ensure delivery of products and services efficiently and · 
profitably. The State Government should intmduce a performance ba-sed 
system ofaccountabiiityfor PSUs. ·_ · 

1.31 ·_ The accounts ofthe companies for every financial year are required to 
be finalised within six moriths from the end of the relevant financial year 
under Sections 166, 210, 230, 619 and 619::.8 of the Companies Act, 1956 . 
. Similarly, in case of Statutory corporations, their accounts are finalised, 
audited· and presented to the Legislature as per the provisions of their 
respective Acts. The table below provides the details of progress made by · 

n.n 
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working.PSUs in finalisation of accounts by Septeinber.2009. 

2 Number of accounts finalised 
56 57 59 63 54 

during the year 

3 ·Number of accounts in arrears 20 23 22 . 21 3[ 

4 Average arrears per PSU 
0.35 0.40 0.38 0.34 0.48 (3/l) 

5 Number of Working PSUs 
16 18 16 .·. '13 . 20· 

with.arrears in accounts 

'6 Extent of arrears (years) l.toJ I to 4 l to 5 l to 6 I to 7 

L32 In ~ddition to above, there were arrears ,in finalisation ofaccounts by 
non-working PSUs. Out of H non-working PSUs, two PSUs-(Tamil Nadu 
Steels Limited and Tamil Nadll Magnesium and Marines Liniiiea) had gone ' 
into liquidation process. Of the remaining nine non:..working PSUs, eight~ 
PSUs had arrears of accounts for I to 19 years. 

L33 The State Government· h~d invested . Rs.5,829.82 crore (equity: 
Rs.852.77 crore, loans: Rs.32.62 crore, grants: Rs.14751 crore and others: 
Rs.4,796.92 crore) in II PSUs during the years for which accounts had not 
been finalised as on 30 September 2009 as detailed in Annexure 4. In the 

.... absence of accounts and their subsequent audit, it can not be ensured whether 
·the investments and expenditure incurred have. been properly accounted for 
and the purpose for which the amount was invested has been achieved or not 
and thus Government's investment in such PSUs remain outside the scrutiny 
of the State Legislature. Further, delay in finalisation of accounts may also 
result in risk offraud and leakage of public money apart from violation of the 
provisions of the Companies Act, 1956, 

1.34 The administrative Departments have the responsibility to oversee the 
activities of these entities and ensure that the accounts are finalised. and 
adopted by these PSUs within the prescribed period .. Though the concerned 
administrative departments and officials of the Government were informed 
every quarter by the Audit, of the arrears in finalisation of accounts, no 
remedial measures were taken. As a result of this the net worth of these PSUs 
could not be assessed in audit. The matter of arrears in accounts was taken up 
with the ChiefSecretary/Finance Sec-retary in the Apex Committee meeting 
held in May 2009. The latest arrears position has been apprised to the Chief 
Secretary in November.2009. · 

0 

.. 

I. Tamil Na~u Agro Industries Development Corporation Limited, 2 .. Tamil· Nadu 
Poultry Development Corporation Limited, 3. Tamil Nadu State Farms Corporation 

· Limited, 4. Tamil Nadu Sugarcane Farms· Corporation Limited, 5. The Chit 
Corporation of Tamil Nadu Limited, 6. Tamil Nadu Film Development Corporation 
Limited, 7. Tamil Nadu Goods Transport Corporation Limited and 8. Tamil Nadu 
Institute of Information Technology. · 
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L35 · . .illlll vnew olf albove state olf arrea·rs, nUs reco~!nrn~lllldledl tllnat: ·. 

®- · T~e Govermimelll!tc-may sef'ui!J!l: a· cellll to oversee tllne cllearallllce· olf 
arn-~ars alllldl• set:tllne:targets Jfor n~dfivndlunall compallllnes \Vllnncllii wounlldl !be 
mollllntoredllby tlhie cent •. . . -

0 · _ Tilne Govemmellllt may· collllsndler ountsounwdllllg tllne worlk rellatnllllg to 
preparadollll of accounllllts wllnerever- tlln·e staJff·ns nlllla(lleq[unate or llaclks .· 

experdse. 

L36 There were H non-working YSUs (all coll}panies) as ori 31 March 
2009. Liquidation process had -comm~nced in two"". PSUs. The ·number of
non-working companies ·at the end of each year d11ring the past five. years are 
given below: - • - . 

companies 

The Government may consider the closure of .non-working PSUs as their· 
existence is not going to serve any purpose. · During 2008-09, Tamil Nadu 

.. Graphites Limited incurred an establishment expenditure Rs.0.39·lakh. Other 
PSUs have not finalised their acco-unts for 2008-09 mid hence the~unount of 
establishment expenditure incurred by these PSU_s andtheir sources could not 
be assessed by-Audit. · - · · · 

L31 - -The stages of closure in respect of non-working PSUs are given below. 

2 

6 

·Closure, i.e., closing orders / instmctions issued but liquidation · 
process has not yet started. · - · · · 

3 

. . . .· - . - .. --··· . . ··.. . . . . . . . 

. L38 [)uring the year 2008-09, the Government•gave details of closure of 
. three companies viz.,_ Tamil Nadu· State Sports Developme'nt- Corporation · 

Limited in 1992, Tamil Nadu Dairy Development Corporation Litnited and . , " 
Tamil Nadu Tubewells Corporation Limited in 2005. The two companies 
which have taken the route of windirig up by the Court order are ·under. 
liquidation for a period ranging from eight to eleven years. The process of 
voluntary winding up under the Com parties Act is inuch faster and needs to be 
.adoptdlllpursued vlgotmisly;·· The Closure of these ·companies are delayed ·due 

Tari'lil Nadu Magnesium and Marine Chemicals ·Limited and TamiiNad~ Steels 
J..:;iinitcd. · . . 

oc As.of30 September 2009. 
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·to (i) non-settlement of disputed ciaims (Tamil Nadu Magnesium and Marines 
Chemicals Limited, Tamil Nadu Sugarcane farms Corporation Limited and 
Tamil Nadu Steels Limited), (ii) due to non-closure of accounts (Tamil Nadu 
Film Development Corporation Limited and Tamil Nadu Agro Industries 
Oevelopment Corporation Limited), (iii) decision pending. from . State 
Government on writing off proposals of the government dues (Tamil Nadu 
Poultry Development Corporation Limited and The Chit Corporation of Tamil 
Nadu Limited and Tamil Nadu State· Farms Corporation Limited) and (iv) 
decision pending on merger of companies with ·Registrar of companies 

· (TANITEC), with Ministry of Company Affairs (TN Graphite Limited). The 
Government may consider setting up a cell to expedite closing down its non
working companies. 

L39 Fifty four working companies forwarded their 54 accounts to AG 
during 2008-09. Of these, 47 accounts of 47 companies were selected for 
supplementary audit. The audit reports of statutory auditors and the 
sole/supplementary audit of CAG indicate that the quality of maintenance of 
accounts needs to be improved substantially. The details of aggregate money 
value of commentsof statutory auditors and the CAG are given below. 

Decrease in profit 10 96.41 6 150.09 15 241.93 

Increase in loss 4 73.82 9 3.91 12 72.19 

Non-disclosure of 
material facts 

. 9 99.38 

Errors of' 
classi tication 

3 6.34 2 61.20 4 7.80 

L410 During the year 2008-09, the statutory auditors had given unqualified 
certificates for 19 accounts, qualified certificates for 30 accounts, adverse 
certificate (which means that accounts do not reflect a true and fair position) 
for two accounts and disclaimers (which means that the auditors are unable to 
form an opinion on accounts) for three accounts. The compliance of 
companies with the Accounting Standards remained poor as there were 33 
instances of non-coinpliance in 16 accounts during the year. 

· 1.4!1 Some of the important comments in respect of accounts of companies 
are stated below: 

Tamil Nadu Minerals Limited (2008-09) 

);> The Company adopted the value of unapproved granite blocks in 
deviation to the laid down accounting policy resulting in overvaluation 
of inventory and profit by Rs.4.72 crore. 



''· •'· 

'· . . . - . 

. • . Cllapter-:1 Overview of Gove;nmef1t comptmies ami Statutory corportitions 
I ::.li 4Dff '-.::" d• • \• -Eflii• 5• ffi·•f1 §· ~¥...,:;:;:·-.+""'< ti I j c< 5 + i.,_§fj. • ... ,; ... .,.,, "'~ 2"5 * 4?· ••@ ~"fi± '**·" .;g:. -•"· !" .;o. ·4 ·* 

-~ The Company provided_ for·· lesser licence charges payable to 
Governmentresulting in understatement ofliability and overstatement of 
profit by Rs,7.76 crore for quarrying rights. -

Taflli!Nmlu Magnesite Limited (2008-09) 

~·. The· Comp~u1y. made provisio~ towards. incorpe, tax even when the 
minimum alternate tax credit was ~ufficient to meet the tax liability 
resulting in- overstatement oftaxliability and uriCierstatemerit of profit by. 
Rs:0.96crore. · · 

Tami!Nadu.Haulllicrafts Development Corpf}ratiimLimited (2008-09) 
. . - - . . 

~- The Comp(lny did not consider the amount recovered under 
miscellaneous income resulting in understatement of income and profit 

·--:by Rs.l.60 crore. · 

.· ~ Misclassification of interim arrears paid to employees as advance to staff· 
. resulted in overstatement. ofbothloans and advimces .and _profit by · · 
Rs.0.62 crote. 

Tamil_Nallu State Traoispmrt Corporation ('Villupumm) Limited (2008-09) 

);> .. The Company misclassifiedcurrentyear receipts as prior period.income 
·_ contrary to' AS-5 requirements resulting in overstatenient of pfior period 

income and loss by Rs.2.27 crore and understatement of current year 
income to the extent. .· . -

._ --. . . . . - . . ·. -

Tami!Nadu ltulustrial Explosives Limited (2007-'08) 

. };;- -The Company did not provide for interest and penal interest resulting in 
understatement of current liabilJties andnet loss by Rs: 1.20·crore. 

Southern Structurals Limited (2006-07) · 

~ The Company did not provide for extra shift depreciation .of Rs. 1.78 
· crore on plant and machinery resulting in understatement of depreciation 

and loss and overstatement of fixed assets. · 

V!l2 Similarly, two working statutory c-orporations forwarded their two 
arrears accounts for 2007-08 to the Accountant· General during the year 
2008-09. The audit reports of statutory auditors arid the sole/supplementary 
audit of CAG indicate that thequality ofmairitenartce of accounts needs to be 

. i~proVed substantially. The details ofaggregate money value of comments of 
statutory au-ditors and the CAG are given below.-

4 

Increase in 

Non~disclosure of 
material facts ' 

Errors of classification 

J 

(Amomut-- RllBJPees il!ll crore) 

621.32 

7.04 1. ' 140.10 
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Some of the important .. comments in. respect of accounts of Statutory 
Corporations are stated below: 

· Tami!Nadu Warelwusing Corporation (2006:..01: and 2007-08) 

> The Corporation made eXcess provision for deferred tax liability 
.·resulting in understatement of profit and overstatement of Deferred Tax . 
·Liability by Rs.0.52 crore. 

fo- The Corporation wrote off bad debts and debited the 'warehousing 
charges' instead of 'Bad debts written off. This has resulted in 
understatements of warehousing charges and profit for the year by 
Rs.0.46 crore. 

Tami!NaduE/ectricity Board (2007-08) 

> Non-provision of liability ofRs.117.20 crore, being the balance amount 
_of Minimum Alternate Tax withheld by the_Board from the independent 
power producer (IPP) resulted in understatement of liability for purchase 
of power and deficit to that exten~. . 

> Non-provision of liability of Rs.20.52 crore towards rene resulted in 
understatement of liabiiity for expenses and deficit to that extent. 

. . . 

}- The value appearing under'Smtdry debtorsfor sale of power' could not 
be ensured in audit as the difference of Rs.l ,277,.67 crore between 
balances 'as per brlling units and LT database was not reconciled in 
respect of nine regions of the Board. 

fo- The value· of Rs.2.21 crore of coal in transit as on 31 March 2008 · 
pertaining to Mettur Thermal Power Station shown as Rs.l 1.5 I crore 
was in excess by Rs.9.30 crore with reference to the actual quantity as 
certified by the stores ~ustodian resulted in overvaluation of stock of- -
coal in transit and understatement of deficit to the exte-nt _of Rs. 9.30 · 
crore. 

> The net assets exhibited in the Headquarters balance sheet 'was more 
than the consolidated balances of all the circles by -Rs.9,125.57 crore 
(including the difference ofRs.3~.98 crbre in cash and bank balances). 

fo- The Board did not account for fixed capacity charges of Rs.7.18 crore 
recoverable from an independent power producer resulting in 
understatement of- other claims and receivables and deposits and 
overstatement ofdeficit to the $arne extent. 

);> The Board did not provide for liability of Rs.11.43 crore towards arrears 
payable to handling contractors of coal resulting in understatement of 
both other Fuel Related Liabilities and deficit. 

1.43 The Statutory Auditors (Chartered Accountants) arerequired to furnish 
a detailed report upon various aspects including internal control/internal audit 
systems in the companies audited iri accordance with the directions issued by 
the C;\G to them under Section 619(3)(a) of the Cdmpanies Act, 1956 and to . 
identifyareas which needed improvement An illustrative resi.1m:e of major 
comments made by the statutory auditors on possible improvement in the 
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internal audit/internal control syst~in in respect of 11 companies for the year 
2007-08 and 16 companies for the year 2008-09 an! given below: 

The internal audit system needs to be 
stl;engthened to make it commensurate \vith 
the size and nature of the business 

There was no internal audit standards/manual/ 
guidelines prescribed by the companies for the 
conduct of internal audit · 

Proper records showing· full particulars 
·including cjuantitati~e details and situation of 
fixed assets were not maintained· 

The existing system of . monitoring the 
recovery of dues needs to be strengthened by 
preparing age-wise analysis of debtors· and 
periodical monitoring 

Internal control system needs to be 
strengthened 

The Companies did not have any defined 
fraud policy 

Documentation of software programs not 
available with the companies 

7 

2 

3 

2 

2 

3 

2 

4 

4 

2 

3 ' 

2 

8 

4 

32 and 4:1 

6, I) and· 
45 

6 and 8 

6 and 50 

15,43 and 
50 

43 and 59 

9, 18,41 
and 50 

2 and 45 

26, 32and 
54 

2 and 50 

15, 26 to 
29,35,43 
and 45 

9, 15, 37, 
and 50 

8 The companies have no IT strategy/plan 18, 27to 
29,37, 54 
and 60 

9 The companies have not fixed minimum m1d 
maximum limits for maintenance of stores and. 
spares 

I 0 . The companies did'· not make ABC analysis 
for effective inventory control. · 

' 1 

7 

2 41 2 and 29 

26 and 29 

1.44 . During the course of propriety audit in 2008~09, recoveries of Rs.61.37 
crore were pointed out to the Management of various PSUs. Out of which, 
Rs.16.85 crore pertaining to earlier years and Rs.l.88 crore pertaining to the · 
year 2008-09 was recovered duringthe year 2008-09. 
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L45 The following table shows the status of placement of val'ious Separate 
Audit Reports (SARs) issued by the CAG on the accounts of Statutory 
corporations in the Legislature by the Government. 

!. Tamil. Nadu Electricity 
Regulatory 
Commission 

2007~08_ 2008-09 20 October 
2009 

Yet to be placed 
in the legislature 

Delay in placement of SARs weakens the legislative control over Statutory 
corporations and dilutes the latter's financial accountability. The Government 
should ensure prompt placement of SARs in the Legislature. 

1.46 There was no disinvestment;·privatisation or restructuring of PSUs in 
the State during the year; 

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

1.47 The State formed Tamil Nadu Electricity Regulatory Commission 
(TNERC) in March I999 under the Electricity Regulatory Commissions Act, 
I998, with the objective of rationalisation of electricity tariff for advising in 
matters relating to electricity generation, transmission and distribution in the 
State and issue of licences. During 2008-09, TNERC issued I 0 orders (Nil on 
annual revenue requirements and IO on others) . 

In pursuance of the decisions taken at the Chief Ministers' conference. on 
Power Sector Reforms held in March 2QO I, a Memorandum of Understanding 
(MOU) was signed in January 2002 between th~Union Ministry of Power and 
the Department of Energy, Government of Tamil Nadu as a joint commitment 
for implementation of the reform programme in the power sector with 
identified milestones. 

18 
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Commitments made in the MOU, except the following have been achieved as 
reported by Tamil Nadu Electricity Board: 

Reduction of 
Transmission 
and 
Distribution 
lossesto 15 
per cent 

100 per cent 
metering of all 
consumers 

Current· 
operations in 
distribution to 
reach break
even 

Energy audit at 
11 KV sub
stations level 

5-21.....,.7a :. 

December 
2003 

December 
2003 

March 2003 

January 
2002 

Transmission and Distribution 
losses - 18 per cent 

All services except the agricultural 
and hut services have been metered 

The Board had a deficit of 
Rs.3,512.08 crore in 2007-08. The 
deficit doubled ·to Rs.7, 131.94 
crore in 2008-09 (as per. 
provisional accounts). 

Energy audit was conducted in all 
the 11/22 KV feeders. 1,587 
feeders were identified to have line 
losses of more than 10 per cent. By 
carrying out improvement works 
the Iine losses have been brought 
below 10 per cent in 797 feeders 
so far. 

19 
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The Government 
requested ·(September 
2009) TNERC for 
extension :of time for 
three years from I 
October 2009 for 
installation of meters in 
the agricultural and hut 
services. TNERC. 
accepted Government's 
request and approved for 
extension -of time for 
three years upto 
1.10.2012. 
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1.48 The matter rdating tci clearance of backlog of reviews/paragraphs was 
informed to the Committee Officer, Tamil Nadu Legislative Assembly . 
Secretar_iat in May 2008. Further, an informal meeting with Chairman/COPU 
was held in January 2009. Following this, COPU held 13 meetings between 

· June 2008 and December 2009. The statu~ as on 31· December 2009 of 
reviews and paragraphs that appeared in Audit Reports· (Commercial) and 
discussed by theCOPU.is as under: 

1999-2000 4 24 

2000-0I 2I . 

200I-02 3 29 

2002-03 2 27 

2003-04 4 20 

2004-05' 2 2 

2005-06 2 25 .. ·. 

2006~07 4 II 
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Perfonnance reviews relating to Government companies 

2.1 Functioning of State Transport Undertakings 

111 Tamil .Vadu, the Public trall.\port i5 pro~·ided by 
se•·e11 State Tramport U11dertaking.\ (STUs) which 
had a fleet .~trengtlr of 20,10-1 buses as on 31 
,uarch 2009. The STUs carried a11 a~·erage of 
196.96 lakh passengers per day duri11g 2008-09. 
The total tumover of STL\ (R.~.5.050.63 crore) i11 
2008-09 wa\' equal to 2.21 per cent of the State 
gron domestic product for the year. Tire 
performance audit of STU~ for tl1e period from 
200-1-0.i to 2008-09 wa5 conducted to assess the 
efficiency and economy of STIJs' operaJi<J/1\, 
ability to mret their financial commiJme11t.~. 

po5sibility of realigni11g the bu.\ine.u model to tap 
1/0n-com·entional sources of revenue, existence 
and adequacy of fare policy and effectiveness of 
the top management in monitoring the affain of 
the STUs. Our of the sel'ell STVs of the State, 
Audit selected four STI.J\, i.e., one hanng its 
,\en·ice e11tirdy within the \1l'tro city (MTC), the 
seco11d hm•i11g only long distance services (SETC), 
the thircl-Tl\'STC (KBM) and the flmrth-TNSTC 
(MDV) hm•i11g a mix of both town and nzofussil 
services. 

Finances and Perfomuznce 

The S1'Us wffered continuous lossl's during the 
four years ending 2008-09 and had an 
accumulated loss of Rs.3,884.99 crore as 011 31 
March 2009. Six STUs operating in mofussil/ltJwn 
and expres'l services earned R'l.l5.99 per kilometre 
(KM) but expended Rs./8.32 per KM in 2008-09. 
The Metropolitan Transport Corporation 
(Ciwnnai) l.imited (UTC), earned Rs.24.59 per 
KM but expended Rs.27.90 per KM in 1008-09. 

Share in Public Transport 

n hile the State allows exclusil·e operation of 
trall\port sen•ice.~ by STUs 1t ithin Che111zai city 
and Madurai Town, it allows both pri•·ate 
operators and STUs to operate sen·ices in other 
towm· and mofuHil area~. Tire .1ir STUs and 
pri~·ate operaton increased their fleet strength 
from 20,359 buses a'l on 31 .Marclr 2005 to 2-1,027 
bu~es as 011 31 March 2009. ,'.lTC increased its 
fleet from 1,773 to 3,260 during the abo~·e period. 
The ~·elricle dmsity per one lakh populaJion had 
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increased from 36 in 200./-05 to ../2 i11 2008-09 
in the State. In Chennai, the same increa~t>d 
from 36 to 38 during the abo~·e period. 

Vehicle p,rofil.e and utilisation 

Two mofussil STUs test checked increased their 
fleet strength by 4,526 bu~es during 2004-09 
and thereby. reduced the percentage of 
oreraged vehicles from 69.27 to 37.67 duri11g 
the re~·iew period. Similarly SETC and \lTC 
added 730 and 1,407 buses during the re~·iew 
period and nduced the percentage of m•eraged 
express and city bw•es from 99.S.I to 34.91 and 
77.17 to 25.34 during the re••iew period 
rt>spectil·ely. As tlze replacement of bu~es by 
the~e STU.'I was without mtemal generation of 
fimds and at tlze direction of the Go~·emment, 
the replacement through borrowed funds had 
increa~ed the interest burden of four STU by 
Rs.85.72 crore during the review period. 

The fleet utilisation of three STUs remamed at 
95 per cent during re1•iew period and in re:.pect 
of '1!1'C varied fi'om 78.84 per cent in 2004-05 
to 87.57 per cent in 2008-09. 17w ~·chicle 

productivity of two mofilssil STUs and SETC 
Kas more than All India A•erage of 313 /\Us 
per day and ranged bell• een 441 - 459 KM5 and 
614 - 627 KMs respectively during tlze review 
period. In case of MTC, iJ ranged between 261 
and 298 KMs per day during the re•·icw period. 
The passenger load factor of mofus\·il and 
express buses impro~·ed from 78.98 per cent in 
2004-05 to 85.46 per cmt in 2008-09. But in 
MTC, the same increased from 80.81 m 
200-1-05 to 85.92 in 2006-07, but declined to 
75.25 per cent in 2008-09 due to operation of 
deluxe and other .\pecial \en-ices for which the 
public patronage 110s len. 

Economy in operalwm 

\fanpower and fitel constitutr 78.-19 per cent of 
the total cost. lntaest, depreciitlion and taxes 
account for 13.32 per cent and are not 
controllable i11 tlte \hort tam. Thus, the major 
cost sa~·ing has to come from manpower and 
fuel. All the four STUs test checked had exces:. 
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t1Ulnpower over and above the norm and thereby 
incurred idle wages of Rs.542.38 crore during the 
period under review. The STUs did not achieve 
their own targets for fuel con.fumption re~ulting in 
extra expenditure of R.s.JJ. 76 crore during the 
same period. 

As a result of cancellolions due to controllllble 
factors lib want of crew and vehicle.f, the four 
STUs were deprived of contribution to an extent of 
Rs./69.17 crore. 

Four STUs outsourced bus body con.structiolt 
de.fpite availllbility of cheaper in-house capacity 
and incurred an avoidable extra expenditure of 
Rs.6.86 crore. Besides, the dellly in con.struction 
of bus bodies in-house resulted in loss of potential 
re•·enue of Rs./.49 crore. 

Revenue ,\-Jaximi~ation 

The STUs do not have any policy for tapping non
traffic revenue sources by taking up lllrge scale 
public-private ptUtnership projects on their vacant 
lllnd. 

Need for a regulator 

The Government does not have a policy to revise 
the fare based on norf1Ullive cost. Wilhin the 
ambil of existing fare structure, STUs test checlced 
did not revise the fare for "Travel tu you please" 
and lost a revenue of Rs.48.94 crore. 

Fulfilment of.wcial ohligatums 

The STUs collectivel_v failed to liquidaJe tile 
dues in respect of terminal benefit.f (Rs.969.99 
crore) to the retired employees and admitted 
liability towards the victims of accidents 
(Rs.l58.15 crore) as they diverted the funds 
eannarked for these obligations towards their 
working capilal needs. 

Monitoring 

The fu:ation of targets for various operational 
parameters and an effective Management 
lnforf1Ullion System (MIS) for obtaining feed 
back on achievement thereof are essential for 
moniloring by the top f1Ulnagement. But the 
MIS system of the STUs was not effective as it 
did not have an integraled dalll base on the 
operalions of individual depots and routes. 

Conclusion am/ Recomme11datious 

Though STU.f are suffering losses due to their 
high cost of operations and very meagre 
increase in revenue, they may control the loss 
by lapping non-conventianal sources of 
revenue and keeping the t1Ulnpower and KM PL 
wilhin the norm. The lo.fs may also be reduced 
by controlling the Jon of scheduled KMs. The 
review conlllins five recommendations to 
improve the performance of STUs. Creating a 
regullltor to regulote fares and services and 
lllpping non-conventional sources of revenue 
by utuhrtllking PPP projects are stressed in 
these recommendations. 

2.1.1 In Tamil Nadu, public road transport is provided by the seven State 
Transport Undertakings (STUs), which are mandated to provide high quality, 
efficient, reasonably priced, safe and secure road transport. While the State 
allows exclusive operation of transport services by the STU within Chennai 
city and Madurai town, it allows both the private operator and STUs to 
operate their services in other towns, mofussil and long distance routes. The 
fare structure is controlled by the State Government, which commonly applies 
to both STUs and private operators. 
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2.1.~ The State Government . formed 2 I STUs under the prOVISions of 
companies Act 1956, during the period from 1971., 72 to 1995-96, each serving 
at least one district in the State. ·As a step towards stregmlining the operations 
of STUs, reducing the administrative expenses and avoiding wasteful 
competition in the operation of serviCes by them, the State Goyernment 
gmalgamated 21· SiTUs into seven STUs as wholly owned State Governme.nt 
companies as given below: · 

·. . ' . 

Metropolitan Transport Corporation 
(Chennai) Limited (MTC) 

Metro operation : 1 o October 2001 

2 State Express Transport Corporation Long distance and 12 January 2002 
· (Tamil Nadu) Limited (SETC) Inter-State 

3 Tamil Nadu StateTran~port Corporation Mofussil and Town 30 December 2003 
(Villupuram) Limited (TNSTC; VPM) 

.4 Tamil Nadu State Transport Corpor~tion Mofussil and To\:Vn 30 D.ecember 2003 
(Salem) Limited (TNSTC, Salem) 

5 Tamil Nadu State Transport Corporation Mofussil and Town 30 December 2003 
(Coimbatore).Limited (TNSTC,CBE) 

6 Tami!NaduState Transport Corpo~ation Mofussil and Town 30 December 2003 
(Kumbakonam) Limited (TNSTC, KBM) ' 

7 Tamil Nadu StateTranspc5rt Corporation Mofussil and Town 06 January 2004 
(Madurai) Limited (TNSTC, MDU) 

. . 

2.1.3 The STUs· are under the administrative control of the Transport 
Department of the ·State Government. The Management of each STU Is vested 
with a Board .of Directors· comprising· Chairman, Managing Director and 
DireCtors· appointed. by the State Government. The· day-to~day operations are 
carried out by the Managing Director of respective STUs,.who is the Chief 
Executive ofthe Company, with the assistance ofGe~eral Managers, Regional 
Managers andDepotManagers. 

2.1;4; The seven STUs had a fleet strength of 20,104 buses as on 31 March 
2009. These STUs, as a whole, carried an average of 196.96 Iakh passengers 
per day during 2008-09. The total turnover ofSTUs was Rs.5,050.63 crore in 
2008:-09, which was equal to 2.21 per cent of the State's Gross Domestic . 
Product ofRs.2,28,479.12 crore

0

• These STUs employed 1,21,700employees 
as·on' 31 March 2009. · · . 

"' As per Advance Esti~ates for 2008-09. 
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2.1.5 A Review on the working ofSTUs was included in the Report of the 
Comptroller and Auditor General of India for the year ended 3 J March 2000 
(Commercial), Government of Tamil Nadu. The report was discussed by the 
Committee on · Public Undertakings (COPU) during 2002. The 
recommendations of COPU are awaited (October 2009). 

The present performance review conducted between December 2008 and July 
2009 covered the performance of STUs during the period from 2004-05 to 
2008-09. The review mainly focuses on operational efficiency, financial c 

management, fare policy, fulfilment of social obligations and monitoring by 
top management of the STUs. · Out of the seven STUs of th~ State, Audit 
selected four STUs, i.e., one having its· service entirely within the 
Metropolitan city (MTC), the second having only long distance services 
(SETC), the third-TNSTC (KBM) and the fot.irth-TNSTC (MDU) having a 
mix of both town and mofussil services. The audit examination involved 
scrutiny of records at the Head Office, four Central Workshops, their bus body 
building units, 30 out.of 157 depots of these four STUs. The regional offices 
and depots were selected based on their fleet strength, occupancy ratio, 
earnings per KM and cost of operations. The fleet strength of selected depots 
as on 31 March 2008 was 2,653 buses (23 per cent) against the total strength 
of 11,421 buses for four STUs, .· · 

2.1.6 The methodology adopted for attaining the audit objectives with· 
reference to audit criteria consisted ofexplaining audit objectives to the top 
management, scrutiny of records at the Head Office and selected units, 
interaction with the auditee personnel, analysis of data with reference to audit 
criteria, raising of audit queries, discussion of audit findings with the 
Management and issue of draft review to the Management for comments. 

2.L7 The objectives of the performance audit were to assess: 

Operational Performance 

o the extent to which these STUs were able to keep pace with the 
growing demand for public transport; 

13 whether the STUs succeeded in recovering the cost of operations; 

o whether adequate maintenance was undertaken to keep the vehicles 
roadworthy; and 

® · the extent to which economy was ensured in cost of operations. 
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. . 
2.1.9 The financial position of seven STOs for the five years ending 2008-09 
is given below: 

(Rupees in crore) · 

A. Liabilities 

Paid up Capital 839.36 843.38 999.36 I ,I 01.56 1,26~.56 

Reserve and Surplus 10040 9.99 6.96 6.46. 
(including Capital Grants 
but excluding Depreciation 
Reserve) 

Borrowings (loan funds) 864.95 . 1~208.22 I ,42 I .52 1,853.2[ 

Current liabilities and 998.34 1,682.54 1,956.20 

B. Assets 

Gross Block !.,487.09 1,609.63 1,780.81 2,1~7.75 2,508.10 . 

Less: Depreciation 1,242.44 . 1,224.56 1,285:75 1,406.54 1,599.90 

Nedixed assets 244.65 385.Q7 495.06 791.21 908.20 

Capital works-in-progress 1.87 · 34.Io 56.40 42.51 20.73 
(including cost of chassis) 

Investments 18.74 18.74. 18.74 .· 18.74 18.74 

Current assets, loans and 343.53 280.71 326.91 202.29 249.77 
advances 

Accumulated losses 2,IQ4.26 2,496.44. 2,778.27 3,157.83 3,884.99 

2~1.10 The details of working results like operating revenue and expenditure, 
total revenue and expenditure, net surplus/ loss and earnings and cost 
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per-kilometre ofoperatio~ lnrespect-ofsix STUs and MTC are given below: 

(RUllp~ees ill crore) 

460.58 -473.73 497.01 

Operating 3,f17.42 3,277.22 - 3,561.64 
·Re~enue~ 

449.94 463.-64 

.Total Six STUs 3,133.55 3,643.21 
Expenditure · 

MTC 472.94 559.24 56034 846.46 

Operating Six STUs 2,983.22 . 3,472.55 3,632.77_ 3,977.85 4,513.23 
Expenditure'V 

MTC - -:453.71 541.08 535.71 588.21 -713.17 

Operating Profit/- Six STUs 134.20 (-) 195.33 (-) 71.13 H 71.25. .. ('') 286.41 
Loss 

.. 

Personnel Costs -Six S'fl!Js 1,534;14 1,512.11 1,709.84- 1,984.81 

· M'fC 301.98 · .. 287.56 324.14 381.25 .. 

Depreciation Six S'fl!Js 79;20 108.54 160.36 --225.66 . 290.23 

M'fC 9.74 8.40 54.59 . 103.09 

Interest Six STl!Js 71.14 62.13 87.63 130.27. 

MTC . . 9.48 9:76 . 12.57 . 21.24. : -30.21 .. 

Other Fixed 180,86 186.32 181.02 - :207.12 
Gosts 

-. 
Six STlUs 1,2~0.52 . 1,559.64 

lubricants -

M'fC ··155:73 189.89 209.79 262.50 

Tyres and tubes Six STl!Js· . 80.57 93.14- 119:29 121.72 ; 140;75 

8.48 9.62- 10.53 10.09 • 13.93. 

Oper~ting revenue ·includes -traffi'< earnings, . passes and season tis;kets, re
imbursement against concessionalpasses,·fare realise<:! from private Operators under 
~M Scheme, etc. _ 

. Operating expenditure include expenses. relating to :traffic, repair and maintenance, 
electricity, welfare and remuneration, licences and taxes, general administration 
expenses and interest on borrowings obtained for working capital/operational needs. 
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spares 
MTC 17;22 16.62 ·. 12.27 . 15.43 

Taxes (MVTax, 
•· snx S'fllJs 164.55 . 169.06 194.94 206.56 

Passenger Tax, · 
etc.) M'fC 8;21 8.18 8.96 · 9.4 I 

MTC 3,033.62 

SfixSTUs 14.68 15."32 15.63 15.99 

MTC 22.09 22.43 24.N 24.48 24.59 

Fixed cost per Sox STUs 7.21 ' 8;59 8.44 8.65 9.70 
KM (In Rupees.)· 
(7/9) 

MTC 13.59 16.29 16.31 17.97 

1:.· 

variable cost per SnxSTUs· • i.29 8.00. 8.45 . 8.19. .8.62 
KM (In Rupees.) .. 
(8/9) 

MTC 9.10 10.16 10;88 10.04 9.93 .,· 

13. Cost per KM (1111 §il'{ STilJs (4;50 16.59. 16.89:'' 16~83 ·18;32' 
Rupees.)(3/9) 

22.68 26.48 27.18 27.65 27.90 

14. Net earnings per· Six 0.18 (-) 1.27 (-) 0.95 (-) 1.20 (-)2.33 
KM (In Rupees) 

MTC H0.59 H4.05 (-P.07. (-) 3.17 (-) 3.31 (10-13) 

15. Traffic revenue§ SixSTilJs 3,906.60 4,226.82 , ' 

·-i 

MTC· 567.35 703.65 

; 16. Traffic revenue SfixSTilJs 15.33 15.70 
per KM (In 

MTC 23.62 23.20 Rupees) ( 15i9) 

17. Operating §fix§TilJs 0.62 ' (-)0.89 \ (-)0;31 (.;)0.28 t-) I ;06 
profit/loss per 

MTC (~)0~18 (r)3.67; (-)~.03 (-)0.87 (7-)0.31 · KM (In Rupees) 
(5/9) . 

18. Cc>n~ribution per STilJs 7.13 6.92 7.1 7.14- . 7.08 • 
KfV1 (In Rupees) 

MTC,_ IZ.48 H.79 10.08 13.5~ 13.27 (16 -12) 

. :_ ~--

. . 

§ -Traffic revenue represents sale of tickets, advance booking, reservation charges and 
contract services earnin~s. · · 

0 

-~..-o>;·· 
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Elements of Cost 

2.1.11 Personnel and material cost constitute the major elements of cost. The 
percentage break-up of costs for 2008-09 is given below in the pie-chart. 

Components of various elements of cost of six STUs 

• Personnel cost 

Dinterest 

• Depreciation 

•Taxes 

C Material cost 

EIMiscellaneous 

Components of various elements of cost of MTC 

33% 

• Penoanel cost 

Ointerest 

' • Depreciatien 

•Taxes 

29 

0 Material cost 

IIMiscellaaeous 

• 
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Elements of revenue 

2.1.12 Traffic revenue, subsidy/grant and non-traffic revenue constitute the 
major elements of revenue. The percentage break-up of revenue for 2008-09 is 
given below in the pie-chart. 

Components of various elements of revenue of six STUs 

91% 

•Traffic Revenue •Non-traffic Revenue Dsubsid 

Components of various elements of revenue of MTC 

8% 

86% 

•Traffic Revenue •Non-traffic Revenue Dsubsid 
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2.LU Audit explained the audit objectives to the STUs and the. Government· · 
in. an 'entry conference' held on ·.1 T February 2009. Subsequently, audit 
findings were reported to the STUs and the Government on~ September 2009 
and discussed in an 'Exit Conference' held on 10 December f009, wherein the 
Secretary, Transport Department, Government of Taniil Nadu. and the . 
Managing Directors .. of STUs were present. The views expressed by the 
Government and the Management in the exit conference have been considered 
whilejinalisingthisreview. The Audit findings ar~discussed below: 

2.:t14 The operational performance of all STUs for the five years ending 
2008'-09 is given in the AllllJmexiD!re-7. The operational performance of the 
STUswas evaluated onvariOIJS operational parameters as described below. It 
was also ·s~en whetber.the STUs were abie to maintairt-pace~with:the growing .. 
demand for public transport. Audit noticed that the operational. parameters 
and cost of operations vary considerably in operation of transport services · 

·within. the Chennai· city and other town/mofu$sil/lorig distance routes. As 
such, the audit findings pertaining to MTC and other six STUs have been 
consolidated and discussed exclusively in the succeeding paragraphs. These 

. audit findings show that the losses can be reducep and there is scope for 
improvement in the performance ofSTUs. 

2.1.15 The transport policy of the State Govermnent aims at making public 
transportation popular and efficient so that more and more passengers use the 
system and, thereby, reduce the traffic congestion. In view of this, it is 
essential that the operations of the STUs expand atleast in proportion to the 
growth of population in theState OfTamil Nadu. . . 

2.1.16 A line-graph depicting the percentage share of buses held by STUs in 
public transport and percentage ofaverage passengers carried· per day by · 
MTC/other· six STUs to the population of Chenmii/other parts of the State 
during five years eridirig 2008-09 is given below: · · 
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While the ratio of average passengers carried per day to population was more 
than 40 per cent in Chennai, the same was only 25 per cent in mofussil/other 
areas. In Chennai, the percentage of passenger carried per day showed a 
sudden decline from 49.16 per cent in 2007-08 to 41 .17 per cent in 2008-09. 

2.1.17 The table below indicates the density of STUs' vehicles per one lakh 
population at the end of respective years. 

-· - . ' ,, ~ I ! J ..:_: .' • -~~'e ~ . ·< 
~ ·" 

A. Posltioa Ia Clleaa•l city 

Buses owned by MTC 2,773 2,773 2.803 3.084 3.260 

Estimated population in 0.77 0.79 0.81 0.83 0.85 
Chennai and agglomeration 
(In crore) 

Vehicle density per one lakh 36 35 35 37 38 
population in Chennai 

B. Position Ia rest of the St•te 

Buses owned by six STUs 14,088 14,209 15,030 16,468 16,844 

Private buses 6,271 6,760 6,841 6,982 7. 183 

Total buses available for 20,359 20,969 21,871 23,450 24.027 
public transport 

Percentage share of STUs 69.20 67.76 68.72 70.23 70.10 

Percentage share of private 30.80 32.24 3 1.28 29.77 29.90 
operators 

Estimated population in rest 5.67 5.70 5.73 5.76 5.79 
of the State (In crore) 

Vehicle density per one lakh 36 37 38 41 42 
population in rest of the State 
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It is evident from the table that the state had a total fleet st~erigth of 27,287 
buses atthe end of March 2009; ofwhich 20,1 04 .buses were held by seven 
STUs. The population ·of the State (excluding Chennai) had incr~a~ed by 2. 79 
per cent during the period from 2004..:05 to 2008-09 whereas the vehicle 
strength had increased by 17.65 per cent during the same period (taking 2003-
04 as base year). On the other hand, while the population of "c:hennai · 
increased'by ·12.31 per cent during the si:une period, the vehicle-density for one· . ,., , . · · 
Iakh population· increased by 4,69 pef cent, ·ifidicating that MTC's fleet ... 
s_trength had _.pof- increased_jn prop-ortion . to ·the· growth of population: ·· 
'Moreover, the .. vehide dens'!t)'in Chenmii·~wa~ lower than the comparable 
~ehicle densit)rihBangaloreJS7 to 73 dming the review period) highlighting,· ·· 
further need tq)Ticreasethe V(!hicfe strengtH, " · · · 
:- •.• _,: - 1 '••'· - -- .• -

£j,HLThe details qf effecti:ve per capitfKM operated for the five years 
ending 2008~09 are detailed below: .•. 

Six STUs 21,611.79 21,959.01 22;904~ f4 25,489.57 26,927.55 

Estimated Cilllennai 0.77 0.79 . 0.81 0.83 0.85 
Population. 

Rest of 5.67 ~ 5.70 5:73: 5.76 •. 5.79 (crore) 
tlhie State 

Per Capita kM MTC• ·. 27.08 . 26.73 . 25.45 28.94 35.69 
per year 

SixSHJs 38.12 38.52 . 39.97 44.25 46.51 

Public transport has definit~ benefitsoover personal,ised transport in terms of 
costs, congestion' on roacfs and envi~onrriental impact,- :The public'transport 
servic-es have to qe:·adequate to ·derive these benefits. As discussed in the 
ai{bye paragraplis?the inofussU~S.TUs haveaqeqliately enhanced their fleet and 

· sut£~ededjn a(fdrdillg· their ~(_!rvices to th~;rea:ch ·oLthe·public., Likewise, 
MJC also had augmented its~tl~et strengthl~:a"'nd .also i111proved its per capita . 
KJ};if:operation.i~Qespite this~· passenger p~j~onage 'of the MTC buses had 
shbWn a sharp 4e~Iine in 20o's:.Q9: and hen~e)here is a •need to enhance bus · 

· set:VWes to meet(thF r~quiremeJ1t_ofpubiic. ::. · · · 

2.1.19. Th~ STUs were not able to. recover the cost of operations in all the five 
years except during 2004~05, The cost per KM, revenue per KM, net revenue 
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per KM and operating profit/loss per KM during the last five years ended 
2008-09 are shown in the graph 1 below: 

Recovery of cost of operation of six STUs 
(In rupees) 

15.00 

0.00 

-15.00 ..1..---------------------------...J 
'I• C4J:It per KM • Eal"lliJII per KM []Net earDlDg per KM e OperatiDJ prolltlloes per KM I 

35.00 

20.00 

5.00 

-10.00 

Recovery of cost of operations of MTC 

2004-05 

•CostperKM 

0 Net earning per KM 

(In rupees) 

2007-08 

• Earning per KM 

[]Operating loss per KM 

Cost per KM represents total cxpcnuiturc Jh idcJ b) l'l 1\:~:tive KM opcratcJ. Revenue 
per KM is arrived at by dividing total revenue with crfcctivc KM operated. Net Revenue 
per KM is revenue per KM reduced by cost per KM. Operating loss per KM would be 
operating expenditure per KM reduced by operating income per KM. 
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;lfhe :above bar -graph indicates· the 'deteriorating performance of the STUs 
quring the, r~view perioc! .. ·In respect of six STUs, while cost (Rs.18.32 per_ .. 

· ·· ' · · · KM quring2008~09) was, less than AllA 
ofRs._l-9,94 per KM, revenue (Rs.15.99. 
per KM in 2008-09) was also ·Jess than 
,AJA of Rs.l822 per KM. _lln case of 
MTC, both revenue.(Rs.27;90) and cost 

· (Rs.24.59) per KM during 2008-09 
were more than AIA. 

· _ · Anaiysis o(cost of op_er~tion il!1dicatechhat: · 

. ·~ 

. . 

@ the ·cost ofoperatioR(Rs.27.90 per KM) of MTC wa~ high~r·than other 
STUs. of the State: · This was :ori accomnt oL poor mi-leage dlue to · · 
exclusive c_it)r operations and exc.ess .. manpowe·r . . . ' -· . . ... 

" _ none.ofthe .STl.Js wasable_to recover the cost ofoperation and the loss 
was.mainlt dlue to operation in moir:e than.88 per cent oLmneconomic' 
routes.collectively_by aH the·STUs, increase in tlhe cost·ofborrowiilgs 

-- oru pmcihlase of vehicles ate the instance oftlhe Government, increase in 
. establishmeB11t cQst ·due to excess -manpower~ and. non-achievement of· 
m)rni for. fuei. · ·- - · - · · · ··. · · · · · 

· Fl~et ·st.lfenf:t~ ioue({ ut~l~s01taoue -• 

·_ Fleet Stre~~Jgt!luoml)ts Age Profile . 

· 2·.n~~® The ASRTU had prescribed (Septemb~r J 997) the desirable age of a 
· bus as eight years or five Iaklh kiiolinetres, whichever was earlier. The State 

:Governm(mt.directed (September l-99-]) that the mofussil and city buses were 
.. -tci he :replaced :on completion of six years or seven lakh KMs whichever was 

\ , .earlier. hnrespect of SETC buses, the age limit for replacement was, however, 
• : fixed! as three. years 'or sevell1l !akh KMs, which ever was earHer; . Considerill1g 

the_ ~rnorm -of-the State. Goveirnment, ·dte number··_of averaged~ buses of the 
STUs- is given. i.n the Jollowil1ig table_: · · 

. .... · 

The STUs do not maintaillll data Oil the performance ofbuses in terms of KMs run. 
. Hence, the age of banses was considered! for computing the ~ata. on overaged buses. 
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I. 

2. 

3. 

4. 

s.(a) 

(b) 

6. 

Total number of MTC· 2,773 2,773 2,773 2,803 3,084 
buses at the 
beginning of the year Two STUs 6,302 6,392 6,393 6,749 7,349 

SETC 891 878 889 946 988 

Additions during the MTC 100 57 379 1,139 732 
year 

TwoSTUs 346 951 739 1,129 1,361 

SETC 4 61 252 217 196 

Buses scrapped MTC 100 57 349 858 556 
during the year 

Two STUs 256 950 383 529 1,137 

SETC 17 50 195 175 147 

Buses held at the end· -.MTC 2,773 2,773 2,803 3,084 3,260 
of the year 

TwoSTUs 6;392 6,393 6,749 7,349 7,573 

SETC 878 . 889 946 988 1.037 

Of(4), number of MTC 2,140 2,293 2,0 7 1,250. 826 
buses more than six 
years old Two STUs 4,428 4,086 4,202. 3,698 2,853 

Of(4), number of SETC 874 824 875 460 362 
buses more than 
three years old 

Percentage of · MTC 77.17 82.69 74.46 40.53 25.34 
averaged buses to 

Two STUs 69.27 . 63.91 62.26 50.32 37.67 total buses 

SETC 99.54 92.69 92.49 46.56 34.91 

The number of averaged buses gradually decreased during the review period. 
STUs being commercial organisations have to be self-reliant. and ensure 
sufficient internal generation of funds for timely replacement of averaged 
vehicles. Audit noticed that even though STUs did. not have internal cash 
generation, they replaced averaged vehicles at a cost ofRs.543.64 crore out of 
external borrowings with an interest burden of Rs.85.72 crore during the 
periodunder review. At the end of 2008-09, the requirement for replacement 

. of averaged buses in four STUs was 4,041 requiring Rs.654.24 crore ~. 

The averaged fleet requires high maintenance and results in extra cost which 
ultimately increases operational inefficiency and losses. Audit could not, 
however, assess the adverse .financial impact of maintaining averaged fleet in 
the absence of accounting of fleet-wise maintenance/repair and breakdown by 
the STUs. 

Audit scrutiny of procurement of chassis during -2007-08 and 2008-09 
revealed that STUs purchased ·chassis at higher rates from Ashok Leyland 
(AL) instead of uniform negotiated price arrived with TA TA. Besides, the 

~ Worked out at an av~rage procurement rate for 2008-09. 
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rates offered by TAT A were inclusive of transportation cost. Thus, purchase 
at higher cost led to extra and avoidable expenditure of Rs.14.77 crore during 
2007-08 and 2008-09. 

Fleet utilisation 

2.1.21 Fleet utilisation represents the ratio of buses on road to the buses held. 
The STUs had not set any target of fleet utilisation in any of the years under 

ADdbra Pndella ....... die best 
fleet utJHsadon at 99A pn ulll durlq 
~. 
(Source STUs proftle and 
perfoi"IJI8JICe 2006-07 by CIRT, Pone) 

review. Against the AlA of 92 per cent, 
the fleet utilisation of MTC increased 
from 78.84 per cent in 2004-05 to 87.57 
per cent in 2008-09. The fleet utilisation 
of other three STUs remained around 95 
per cent during the review period. 

Higher fleet utilisation was achieved by these STUs by way of utilising even 
reserved buses. The line graph depicting the fleet utilisation is given below: 

Fleet utilis3tion (percentage of average vehicles on road to total . 
vehicles held) 

lOOT----------------------------------------------~ 

94
! ..... "·" ..... "3' 1 
l , :! : n : 9:! : 9:! l 9:~92 

88 87.57 

82 
78.84 

76 

70+-----------+-----------+-----------+---------~ 

2004-05 2005-06 2006-07 2007-08 2008-09 

1-+-MTC --+--Other STUs -+-All India Average I 

The performance of MTC can be improved by minimising the cancellation of 
scheduled KMs due to controllable reasons and absenteeism of crew 
(driver/conductors) as brought out in paragraph 2.1.26. 
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- . -

-2~1.22 · Vehicle product-ivity refers to the avenige Ki loiTietres run by each b~s · -_ 
_ per dlay in a year.· The vehicie productivity of the STUs vis-a-Vis the overaged -

_ · fleet for the five years ending 2008-09 ·is shown'Hrthe table below: 

Vehicle- productivity 
· (KMs run per dayper 
bus) 

Overaged fleet_ 
(percenta~e) -

:. \. 

Tw.o 
STUs 

SlETC 

l\1l1fC 

T:wo· 
.STU.Js 

§JETC 

-44-1 

620 

77.17 

. 69.27 

: 

443 447 456- 459 

620 621 627 614 

. 82.69 .. 40.53 ·25.34. 

62:26 50.32 37.67 

. -·-- 92.49 . 46.$6 34.91 

· · - The vehicle .. productivity.oftwo·mofussil STUs. and SETC was more thain the 
AHA of313 KMs per .dlay. The ·vehicle· prpductivity of MTC showed ari 

-.increasing tre11d .dll.iring the period 
·_·covered_ .u~der _review _and remained- __ -

sigriifncandy . -higher thim th~t- of 
Bangalore Metropolitan Corporation. _
The overall low productivity ofMTC 

-.was coritrib!Jitedl by overaged fleet -
which r~mged from I 97 KMsto 220 
~-s ~r.er ~bus per day .. ·. 

· 2.l.23 Capacity utilisation of a traltllsport ti11dertaki11g is: measured in terms of 
'l.o'ad':!Factor,which represents the percentage of passengers carried to seating 
-capacity. The schedules to be operated are to be decided after proper studyof 
. routes and periodicai reviews ·are necessaiy to improve the. load! factor. 
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A graph depicting the Load factor (Occupancy ratio- OR) vi.\·-a-vis number of 
buses per one lakh population is given hclow: 
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35.89 

24.85 

0 
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81.74 85.78 84.93 115.46 

85.92 
81.59 81.24 75.25 

35.U 34.64 Y1.22 38.43 

28.57 
29.09 

24.91 26.21 

-+-Load factor (MTC) 

-+-Otber S1lJs 

-+-No. ~buses per one lakb pnpo!latim (MTC) 

-+-Otber S1lJs 

The State Government anticipated an increase of 2 per ce111 in the OR ~'cry 
year in budget estimates. Accordingly, the STUs were expected to achieve 
OR of 85.49 per cent in 2008-09, considering that the OR was 78.98 per cent 
in 2004-05. Failure to achieve the expected OR of 85.49 per cent implied a 
revenue loss of Rs.44. 99 crore. The reasons for shortfall in revenue in r.espect 
of TNSTC, Madurai and TNSTC, Kumbakonam and SETC were mainly due 
to operation of buses in uneconomic routes, competition among sister STUs 
and private operators as discussed in the succeeding paragraphs. In respect of 
MTC, the OR, though increased from 80.81 per cent in 2004-05 to 85.92 per 
cent in 2006-07 (with the same fleet strength), came down to 81 .24 per cenl 
and 75.25 per cent in 2007-08 and 2008-09 respectively, indicating that the 
patronage for MTC's buses had come down in 2008-09. MTC had not, 
however, analysed the reasons for such drastic reduction in OR to initiate 
corrective measures. 
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An independent audit analysis of ORof ordinary, Limited Stop Service (LSS) 
Deluxe, Express and 'M' services~ operated by seven depots of the MTC is 
given in the following table: 

2005-06 138 85 77 19 67 27 44 3 68 

2006-07 112 88 86 19 83 38 83 27 62 

2007-08 95 94 81 91 26 67 56 86 88 69 

2008-09 72 101 71 94 49 . 77 . 107 :93 93 59 

It could be seen from t~e above that OR.of ordinary; services increased from 
86 per cent in 2004-05 to IOlper cent in 2008-09.: Similarly, in respectof 
Limited Stop Services (LSS), OR which was 76 per cent in 2004·-os had gone 
up to 94 per cent in 2008-09. However, the OR of \M' and Deluxe services 
was low as compared to ordinary services and contributed to the reduction of 
overall OR. · However, during the review period' bR of M service also 
increased from 43 to 93, though there was rio perceptible improvement in 
D~luxe services: Despite this, MTC increased operation of Deluxe services 
without conductmg traffic survey. · . \ ' , . · 
. . ! . 

The MTC Stated (July2009) that theprime factor behind the detrease ofOR 
was the introduction. of lengthy routes. on different locations and .. a. 
· consid~rable increase in the fleet strength. ·· 

2,1,24 The table below indicates the details for break-everi·load factor (BELF) 
for traffic revenue. Audit worked out this BELF at .the given level of vehicle 
productivity and total costper KM. \ . 

\·. 

14.50 16.59 16.89 16.83 8.32 

Traffic revenue per MTC 26.70 26.90 24.39 29.07 30.83 
KM at lOOper. 
cent Load Factor 18.26 18.25 18.13 18.05 18.37· 

BELF considering MTC 84.94 98.44. 111.44 95.12 90.50 . \ 

only traffic 
Six STUs 79.41 90.90 93.16 93.24 99.73 revenue (1/2) 

~ 'M' services is a special service operated by the Company for which minimum fare is· 
Rupees three ana each stage fare is increased by a Rupee. However, there is no change in 
the stopping pattern. 
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The load factor of all the four STUs was lower than the break even load factor 
in alL the five years. In respect of MTC, the BELF indicated progressive 
improvement as it has come down to 90.50 in 2008-09 from· 111.44 in 
2006:;07. Hence, by better route planning and reducing cost of operation, 
there is a scope for the MTC to turn around. In respect of the other three 
STUs, the BELF showed a negative trend, as it increased from 79.41 per cent . 
to 99.73 per cent ·requiring immediate corrective actions by these STUs not 
only for improving their occupancy but also for reducing the cost of operation: 

Route Planning 

2.1.25 Some routes are, profitable while others are not. The· position in this 
regard is given in the table below. · 

2004-05 Ml'C 523 (100) 97 (19) 426 (81) 

Tilllree S'fllJs 3,690 (100) 1,296 (35) . 2,394 (65) 

2005-06 Ml'C 486 100) 10(02). 476 (98) 

'filllree Sl'Us 3,722 (100) 540 (15) 3, I (85) 

2006-07 Ml'C 544 (100) 25 (05) 519 (95) 

'filllree STllJs 3,937 (100) 3,371 (86) 

2007-08 Ml'C 610 (100). 585 (96) 

4,154 (100) 3,598 (87) 

2008-09 625 (100) . 619 (99) 

'filllree S'fllJs 4,231 (100) 451 ( 11) 3,780 (89) 

The State Government directed (February 1992) that the STUs should follow 
the norm of 30 per cent services in profitable routes (A routes), 40per cent in 
breakeven routes (B routes) and balance 30 per cent below breakeveri routes 
(C routes). However,· none of the STUs maintained the percentage of 
.uneconomic routes within the norm ·prescribed by the Government. For 
exarriple, the percentage of unprofitable routes to total routes was always high 
ranging between 81 in 2004-05 to 99 in 2008-09 in MTC. Similarly, in 
respect of other three STUs, the same had increased .from 65 to 89 during the 

sarrie period. 

Audit observed that; 

©. the m·aximum number of uneconomic,: routes wascontributed by SETC 
as its percentage of uneconomic mutes had increased from 92 in 2004-
05 to 99.5 in 2008~09. Further analysis of uneconomic routes operated 
by SETC indicated that 43 per cent of the routes had breakeven levels 

. at more than 120 per cent of the occupancy. Thus, SETC's operation 
has become completely i.mviable. 

t:l SETC could not maintain its status as a monopoly operator for long
distance services and its poor perform<:tnce was on account of drop in 

·occupancy (nine per cent) due to parallef operations by sister STUs, 
Accordingly, SETC approached the State Government for. 
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reimbursement of loss suffered by it on this account. During the 
review period, SETC claimed Rs.95.74 crore, ofwhich, Rs.47.16 crore 
was reimbursed by the sister STUs as directed· by the State 
Government and the remaining Rs.48.58 crore was absorbed by SETC. 
Though Government decided as early as in 1997 to rationalise long 
distance services and entrust it exclusively to SETC, the decision was 
not implemented so far. Consequently, SETC continued to incur loss, 
which had increased from Rs.31.39 crore in 2004-05 to Rs.86.27 crore 
in 2008-09. 

e> The OR ofTNSTc; Madurai was grossly affected by the unauthorised 
operation ofmini-buses and ::hare autos. Though the STUs reported 
such operations to the Regional Transport Offices, no corrective action · 
had been taken so far. Consequently, the STUs sustained an estimated. 
revenue loss ofRsJ 82 crore during ther(wiew period. 

(j TNSTC, Madurai and TNSTC, Kumbakonam commenced (November 
1999) operation of services to the farmers' market viz., "Uzhavar 
Sandhai" on the directives ofthe State Government. Audit noticed that 
these STUs suffered a total revenue loss of Rs.6.50 crore during the 
review period due to exclusive operation of services to the farmers' 
market without collection .of luggage fare. However, these STUs did 
not pursue with the State Government. for reimbursement of above 
loss. 

0 In respect of TNSTC, Madurai, during the review period, the 
management carried out modifications in 236 routes based on 
public/political dignitaries demand etc., without any ·analysis of 
viability. It was observed that average earning per KM decreased in 
these ·routes after modifications and additional losses amounting to 
Rs.1 0.67 crore during 2004-05 to 2008-09 were incurred. Thus, 
modifications of routes proved counter productive. 

The State Government stated (December 2009) that the introduction of new 
. routes was a social obligation based on public representatiOns. In respect of 
TNSTC, Madurai, it stated that continuous efforts were being taken to curb the 
unauthorised operations of mini buses, vans, etc. The fact remained that the 
STUs introduced new routes without a study on economic viability and 
without any compensation from the Government. Consequently, the STUs 
continued to suffer heavy losses on account of these factors. 

Cancellation of scheduled Kilome(r~s 

2.1.26 The details of scheduled kilometres, effective kilometres, cancelled 
kilometres calculated as difference between the scheduled kilometres and 
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effective kilometres are furnished in the table below:· · 

Tlnree STUs 11,517.90 13.201.66 13,811.32 

2. Effective MTC 2,084.92 2,111.85 2,061.38 .· 2,401.90 3.033.62 
kilometers 

Thrt;es-fus · 11,403.37 11,491.26 11,924.05. 13,055.90 13.657.51 

3. Kilometres 298.68 329.47 406.75 311.02 48.92 
·cancelled 

114.53. . 147.73 149.96 145.76 153.81 

4. Percentage of 16.48 . 11.46 1.59 
cancellation 

1.24 1.10 1.11 

Cause-wise analysis 

5. Want of buses MTC 31.29 6.59 .· NIL NIL 

· Tlnree STUs 0.52 0.21 0.07 0.51 NIL 

6. Want of crew Ml'C 230.46;'. 283.80 387.47 295.08 47.34 

. Three Sl'Us 24.73 37.41 69.65 55.58 II 

7. Others MTC 36.93 39.08 19.28 1~.94 1.58 

Tlnree STUs 89.28 110.11 80.24 89.67 96.70 

8. Contribution per MTC 12.48 11.79. 10.08 13.58. 13,27 
KM (in Rupees) 

Three STUs 6.71 6.86 7.04 7.12 

9. Avoidable .MTC 261. 290.39 387.47 295.08 47.34 
cancellation (want 

Three STUs 25.25 37.62 . 69.72 56.09 . 57.11 of buses and crew) 

10. Loss of MTC 32.67. 34,24 39.06 40.07 6.28 
contribution (8X9) 

Three STUs 1.53 2.52 4.78 3.95 4.07 (Rupees in crore) 

Totai(Coiumrn XO) 34.20 36.76· 43.84 44.02 10.35 

The percentage of cancellation of scheduled kilometres in respect of MTC 
varied from 16.48 to ·1.59 during 2004-05 to 2008-09 and remained on the 
higher side as.compared to the other STUs and the best performers. Due to 

cancellation ·.of scheduled kilometres 
for want of buses and crew,: the STU s 

· were deprived of contribution of 
Rs.l69.17 ·crore during 2004-05 to 
2008-09. Out of this, the share of 
MTC · was Rs.l52.32 crore (90 per 
cent). .In respect of the STUs test 
thecked, there was sufficient strength 
of drivers and conductors with 

reference to the revised norm (February 2007) in 2007-08 and 2008-09. 
Therefore, the loss of KMs (455.62 lakh) for want of crew was avoidable, 
which resulted in loss of contribution of Rs.98.02 cro're. 

43 

r~ -· • 

(' 5-21-10a 



·' 

Audit Report (Commercial) for the year ended 31 March 2009 
·' l~t!HfS •§Ff &f\n5#0f?l•l"''nilffiQrifi'•,.cl#f?"fu""•·'jiiijf!•!ij •Ofi §'I±Oi})t{J t 31 li.;&J. !.,91£4 4"fJ •· 11@ *•" •!•·· i-1!riftbii5l@! 6 Jgh(•H§l • 1?\fS• it if&&./. • 

2.1.27 Preventive maintenance is essential to keep the buses in good running 
condition and to reduce breakdowns/other mechanical failures. The STUs had 
TAT A and AL make buses, for which the following schedule of maintenance 
has been prescribed by the Original Equipment Manufacturers (OEMs). 

L Erngil!lle oil cha!llge 

I (a) TATA make Every 9,000 KMs 

!(b) AL make Every I 0,000 KMs 

2. Break inspectioill 

2 (a) TATA make Every I 8,000 KMs 

2 (b) AL make Every 24,000 KMs 

Audit observed that all the four STUs followed the maintenance schedule as 
prescribed by the OEMs and there were no significant slippage in the 
adherence ofthe schedule. 

Repairs and Maintenance 

2.1.28 A summarised position of fleet holding, over-aged buses, repairs and 
maintenance (R&M) expenditure for the last five years up to 2008-09 is given 
below. 

I. Total buses MTC 2,773 2,773 2,803 3,084. 3,260 
(number) 

Three S'll'Us 7,270 7,282 7,695 8,337 8,610 

2. Overaged buses MTC 2,140 2,293 2,087. 1,250 826 
(number) 

Three S'll'Us 5,302 4,910 5,077 4,158 3,215 

3. Percentage of MTC 77.17 82.69 74.46 40.53 25.34 
overaged buses 

Thre.e S'll'Us .72.93 67.43 65.98 49.87 37.34 

4. R&M Expenses MTC 16.38 16.55 14.37 I 1.27 13.93 
(Rupees in crore) 

Three S'll'Us 56.74 42.17 40.55 46.70 45.22 

5. R&M Expenses MTC 59,070 59,683' 51,267 36,543 42,730 
per bus (in 

Three S'll'Us 78,047 57,910 52,697 . 56,015 52,520 Rupees) (4/l) 
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The R&M expenses per bus have decreased during the period from 2004-05 to 
2007-08 in line with the reduction in the percentage of averaged buses. R&M 
expenses per bus in respect of MTC, however, increased in 2008:..09 due to 
major body repair expenditure incurred during the year. None of the STUs 
maintained the data on expenditure incurred on R&M in respect of averaged 
buses separately and hence Audit could not ascertain the extent to which the 
increase in R&M expenditure was attributable to averaged buses. 

2,L29 The cost structure of seven STUs during 2008-09 shows that 
manpower and fuel constitute 78.49 per cent of total cost and 13.32'per cent 
was contributed by interest, depreciation and taxes which are not controllable 
in_the short-term._ Thus, the major cost saving can come only from manpower 
and fuel. The table below· provides the details of manpower, its cost and 
productivity. -

'Jl'lhlree §'Jl'llJs 48,I02 47,239 52 I7 

Manpower Cost M'Jl'C I.20 289.4I 324.24 
. (Rupees in crore) 'Jl'lhlree §'Jl'llJs 787.32 891.75 

EtTective KMs (in M'Jl'C 2,084.92 2,II1.85 1.91. 
lakh) 'Jl'lhlree §'Jl'Us II ,403.36 II,49l.34 11,924.05 I3,055.90 13,657.51 

Cost per effective M'Jl'C 14.26 14.04 13~50 I 
KM (Rupees) Tlhlree 6.99 6.60 6.83 7.45 

Productivity per day MTC 32.62 32;23 35.38 46.41 
per person (KMs) .45 69.16 67.41 70.46 

Total buses - 2,803 -3,084 3,260 
(number) Tlhlree §']['llJs 7,270 7,695 8;337 8,610 

Number of MTC 2,554 2,554 2,600 2,775 3,000. 
scheduled buses at Tlhlree §TllJs 6,573" 6,641 7,031 7,628 7,801 
the end of the year 
(other than spare 
buses) 

Manpower per bus . - --MTC 7.25 6.74 6.68 5.97''' 
(117) - T~ree §'Jl'llJ s 7.52 7.24 6.72 6.81 

o11o The shortfall in the manpower with reference to norm of 6.5 persons per bus is met 
_ out of reserve category of- drivers/conductors, who are: engaged on- daily basis 

depending on the needs. 
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Four STUs incunedl 
idle wages olf 
Rs.542.38 crore due 
to excess manpower. 
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The manpower cost ofMTC was Rs.l2.52 per KM in 2008-09 against the AlA 
ofRs.7.50 per KM (2006-07). 

The State Government fixed (May 2004) a revised norm ofmen per bus ratio 
at 6.50 (Driver:2.5, Conductor:2.5 and all other employees: I .5). The State 
Government, while fixing the overall ratio of 6~5, changed (March 2007) the 

internal composition of norms as 
drivers:2.625, Conductors:2.625 and 
other categories: 1.25. Manpower of 
four STUs with reference to the 
norms was analysed in Audit and it 
was observed that excess manpower 
was deployed in 'other category' in 

all STUs. While theSTUs other than SETC made efforts to reduce manpower 
during the review period, it remained in excess by 115 per cent at the end of 
2008-09 in SETC. The idle wages worked out to Rs.542.38.crore (TNSTC, 
MDU: Rs.277.76 crore, SETC: Rs.120.15 crore, MTC: Rs.85.65 crore and 
TNSTC, KBM: Rs.58.82 crore) during the review period. 

In MTC, there was continuous absenteeism of drivers and conductors (9.19 
per cent) throughout the review period leading to cancellation of scheduled 
KMs as discussed vide Paragraph 2.1.26. MTC, however, did not take any 
effective step to arrest the absenteeism· during the review period. In spite. of 

.availability of casual and daily paid crew during the years 2007-08 and 
2008-09, MTC incurred expenditure . of Rs.23 .12 crore towards overtime 
allowance (double duty wages), However, this amount could· be reduced 
considerably by deploying casual and daily rated crew. 

In respect of the other three STUs, the surplus manpower was predominantly 
· in 'other' staff category, which aggregated to 2,723 persons .(27.54 per cent) 
over and above the norm of 9,986 persons as on March 2009. TNSTC,. 
Madurai continuously maintained its driver and conductor strength within the 
norm, whereas the other two STUs exceeded their norms for drivers and 
conductors. 

The State Government stated (December 2009) "that it had formed a 
Committee in November 2009 to re-fix the norms of manpower. 

2~1.30 Fuel is a major cost element ~hich constituted 37.27 per cerll of the 
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total expenditure for all the seven 
STUs in 2008-09. Control of fuel 
costs by a road transport undertaking· · 
has a direct bearing on its 
productivity. The targets fixed by the 
STUs for fuel consumption,· actual 
consumption, mileage obtained per 

__ ll....., 



'flhie estimated! loss 
dlllle to llliOill-

acltnievement olf 
targeted KMIPIL i111 
three out of follllr 

STUs was Rs.33.76 
ClrOJre. 

,,_ ......... d~· ... &,;p.-. "'% !& "4'4 
. Chapter-II Performance Reviews relating to Government companies 

'~':5.';:; •·~ '"··
1 

., """'$ b "··5d¥ /i•) /.jz• •f -.p. ( i· S: Ul? ii "' ''""'Z-• h' •~I 

litre (Kilometre per litre i.e., KMPL), arid extra expenditure incurred thereon 
are detailed in Aiimenure-8. . -

It could be seen from the Annexure that the KMPL iri respect of all the four 
STUs showed an increasing trend. Even though,- the actual KMPL achieved 
during the review period was better than the AlA, it was lower than the STU's 
own norm mainly in respect of SETC and MTC .. The overall shortfall had 
resulted in an estimated loss of Rs.33.76 crore during the review period. 

The target and achievement. of KMPL in respect of TNSTC, MDU and . 
TNSTC, KBM vis-a-vis, SETC during· 2006-07 ·to- 2008-09 after massive 
rejJlacement of old-aged vehicles are given below:-· 

TNSTC,MDU . 5.08 5.09 5.15 5.16 5.24 5.24 

SETC 5.10 5.14 5.05 ·4.94 5.00 4.86 

While two of the three STUs were able to improve the target and achieve the 
same due to reduction in old aged buses, SETC reduced their targets without 
any justification during 200T-08 and 2008-09 despite induction of413 new . 
buses into its fleet during the same period and the achievements were still 
lower during 2007-08 and 2008-09. _ 

Audit further observed the following: 

@ It has been observed -(January 1991) by the Th'illainayagarri 
Committee, appointed by the Government that by improving the 
driving performance, KMPL could be improved up to 25 per cent. A 
critical analysis in respect of 24 depots of three STUs (MTC, TNSTC, 
MDU and TNSTC, KUM) revealed that, despite the same model of 
bus, age, route, engine, there was excess consumption of 39.44 lakh 
litres of HSD valuing Rs.l2.82 crore due to poor driving habits. This 
indicated that there ·was scope for improving KMPL by properly 
training the drivers. 

e . MTC had ·recorded 4.8:2 lakh dead KMs on· theoretical estimation 
towards garage distance in respect of six depots even though the depots · 
and terminus are located in the same complex. ·Similarly, there were 
instances of overstatement of actual consumption of HSD based on 
notional distances between fuelling point and parking place of each 
depot, distance travelled for weekly maintenances, etc., which 
aggregated to 130.47 lakh KMs (one per cent of total gross KMs for 
five years upto 2008-09). Since the actual KMPL was worked out 
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in spite of ~aving 
i.nhouse I!Jus 
fabrication facilities, 
the STUs OUlltsourced 
bus body building 
and incurred 
avoidable extra 
expenditure of 
Rs.6.86 cro~e. 
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including these notional distances, the actual achievement of KMPL 
claimed by MTC was an inflated figure. 

@ The MTC recorded 29.24 lakh KMs for the period 2005-06 to 2008-09 · 
as dead KMs without assigning any reason indicating absence of 
management control over the dead KMs and fuel consumption. 

The State Government stated (December 2009) that the continuous 
improvement in KMPL of all the STUs was due to counseling and regular 
training of the drivers. It was further stated that for SETC, drop in KMPL was 
due to introduction of Ultra Deluxe buses in large numbers. However, the 
introduction of Ultra Deluxe bus was not a reason for low KMPL as other 
STUs, which were operating Uitra Deluxe buses, achieved better KMPL than 
that of SETC. 

Engine oil 

2.1.31 Engine oil is changed in accordance with the schedule prescribed by 
the Original Equipment Manufacturer (OEM). The STUs did not fix any norm 
for consumption. Comparison of actual consumption with OEM's norms 
indicated that there was excess consumption of 8.07lakh litres of engine oil in 
respect ofMTC and SETC during the review period valued at Rs.5.64 crore. 

2.1.32 Four STUs test-checked got 7,682 buses fabricated and put on road 
through outsourcing (2,472 buses) and by in-house body building units (5,210 
buses) during the review period. A review of body building activities through 
outsourcing and by the in-house facilities revealed that: 

" there was delay in constructing the bus body in respect of 5,21 0 buses 
(68 per cent) which were fabricated in-house in the STUs' own body 
building units. Considering the standard time of 30 days required for 
construction of bus body, the excess time taken in respect ofthe above 
buses ranged between one to 37 days which resulted in loss of 
contribution of Rs.1.49 crore. 

e the State Government directed .(1992) that the STUs should dispense 
with outsourcing the bus body building activities wherever there was a 
similar facility within their own STUs. MTC and TNSTC KBM, 
despite having their own in-house capacity for construction of ordinary 
buses, outsourced bus body construction of 453 ordinary ·buses at a 
total cost of Rs.24.72 crore. However, the cost· would have been 
Rs.17 .86 crore if the work was undertaken in-house. Thus, 
outsourcing the activity led to an avoidable extra expenditure of 
Rs.6.86 crore. 
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- 2;L33 Raising of funds for capital expenditure, i.e., for replacement/ addition 
of buses happens to. be th.e major challenge in financial management of STUs' 
affairs. This i.ssue has been covered in Paragraph 2.1.20. The section below 
deals with the STUs' efficiency in raising claims and their retovery. This 
section also. analyses whether an opportunity exists. to realign the business 
rriodel to generate more resources without compromising on serviCe delivery. 

2.L34 The State Government decided (July 1996) that the' STUswould allow 
- students tipto 'higher secondary level' to travel free of cost,in buses subject to 

its reimbursement of cos.t. In addition, the State Government also reimburses 
- . the loss due to issue of passes to: freedom 'fighters, physically/mentally 

challenged persons, cancer. patients, ·• etc. The passes i'ssued . under each 
· .category _during the period of review, the amount recoverable and actual 

· recovery are-shown below: · · 

SixSTllJs· 13.47 12.45 12.39 13.72 11.88 

Number of other - MTC.' . 2,488 2,672 2,935. 3,240 . 3,522 
passes issued 

Six STllJs 26,589' 23,287 22,613 24;102 18,978 

Amount recoverable· ·· MTC 50.69 . 51;52 50.84 55.26 61.18 - . 
for student passes: 

.. Six STllJs '121.00 124.48 110.52 136.63 152.15 
(Rupees in crore). 

Amount recovenible:-· MTC 0.64 -1,08 0.58 O.q4_ 0.69 
for other passes · 

Six STllJs 7.49 8.15 9.02 10.19 11.43 (Rupees in-crore) 

Total amount MTC 51.33 52.60 51.42 55.90 61.87 .. 
recoverable from the 

Six STllJs 128.49 132.63 119.54 146.82 163.58 
Government (Rupees 
in crore) 

Amount actually ·MTC. 50.73 .. 49.71 51.20 51.47 51.04 
released 

Six STllJs -112.37 134.87 108.85 . 130.83 127.11 
(Rupees in crore) 

Unrealised claim MTC. • 0.60 2.89 0.22 10.83 
(Rupees in c;rore) 

Sjx STllJs 16.12 (~) 2.24 10.69 . 15.99 36.47 

Audit observed that: 

® the amount recoverable by four STUs worked out to Rs.l8.93 · crore, 
which included Rs.16.10 crore towards students'subsidY: The delay in 
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getting reimbursement had aggravated the cash crunch situation of 
STUs. Consequently, the STUs had to depend on borrowed fu nds for 
their working capital needs. 

• MTC failed to prefer claim of advertisement revenue amounting to 
Rs.2.52 crore from six firms for the period from February 2003 to 
March 2005 on the ground that these claims were under dispute in the 
High Court of Chennai. However, the dispute pending in the High 
Court did not pertain to these six firms and related to some other six 
firms. Hence, there was no justification for not preferring timely 
claims. But MTC decided (September 2008) not to prefer the claim as 
it felt that there was no possibility of recovering the amount. 

!Realignment of business model 

2.1.35 The STUs were mandated to provide an efficient, adequate and 
economical road transport to public. Therefore, they cannot take an absolutely 
commercial view in running their operations. They are required to cater to 
uneconomical routes to fulfill its mandate and keep the fares affordable. In 
such a situation, it is imperative for the STUs to tap revenue from non-traffic 
sources to cross-subsidise their operations. However, the share of non-traffic 
revenues (other than interest on investments) was nominal at 1.98 per cent of 
total revenue during 2004-09. This revenue mainly came from 
advertisements, profit on sale of condemned buses and sale of scrap, etc. 

Over the period of time, the four STUs test-checked had acquired sites at 
prime locations of city and district headquarters detailed below: 

Total 

Number of sites MTC 25 25 

Three STUs 14 16 55 85 

Total area of vacant MTC 4.72 4.72 
land (in lakh Sq. Mts.) 

Three STUs 1.67 0.8 1 4.12 6.60 

It is, thus, possible for the STUs to expand their business income by 
constructing commercial/office complexes on public private partnership n ode 
without any investment by them. Audit observed that there was no drive 
either from the STUs themselves or from the State Government on ·re-aligning 
their business model on the above lines. It is pertinent to mention that SETC 
did not accept the offer (June 2005) of Mangalore Refineries and 
Petrochemicals Limited to set up a retail outlets in seven locations for want of 
State Government orders. Had it accepted the said offer, it could have earned 
additional revenue of Rs.3.24 crore during the last four years up to March 
2009. Further, the potential loss of revenue would be incurred at the rate of 
Rs.94.20 lakh per annum with 15 per cent increase in every fourth year. Audit 
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further noticed that there Were instances in Which .thete were substantial losses 
· ofrion~op~ratkmalrevenue as mentioned below: 

.- - - -. -. ' . 

e. MTC delayed finalisation of tender for · advertisement .in air 
conditioned buses and further delay ilrailotment of buses fordisplay of 
advertisemeryts. These delays Jed. to reyenue!ios.s bf Rs.l.l Q crore • 
during th.epetlodbe.cember 2007 toJ,uly 2008 .. ·· · · · · 

~ ." 

·. -~ Thecoritract(August.2006) for displa:y.ofadvertisement'in 810 buses 
ofMTC was, valid up to the endofli.me 2.008:and it did not provide for 
premature surrender ~of liCence by-the allo.ttees. However,. MTC 

. accepted (September~2007) Surrender ·of the licences in September 
2007, ·This has resulted in·· a revenue)os.s of Rs.69 .:20 .lakh. · 

Existence andfaimess of fare policy · 

· .. 2.1.36 In Tamil N~du, the fixation of fates is done by the State Government. 
The fare polic/adopted by the Governmentdici not take into account the cost. 
of operations. • Moreover, there is no system .in place for periodic revision of 
fares based_otUhe ~ost of operatiOns of the STUs. The latestrevision of fare 
by the State Goven1ment was effected inDecein!Jer 2001. 

The fare policy of~he Government h'ad no scientific basis as it did not _take . 
into account, the rtormativecost The ideal revenue taking into consideration 
the loss of revenue .on aCC()Ullt ()flow vehicie.productivity, lOW load factor.apd 
cancellation· ()f .scheduled KMs and :the ideal cost eliminating the avoidable 
cost on account ofexcess manpower:and fuelconsu_mption has been indicated 
in All'RIIllexure-9. . . . . 

. • '. : : - c • • -

The data in the AnJ;~exure do not take. into ~ccount other inefficiencies such as 
excesstyre·cost, .defective route planni11g, etc .. . Nonetheless, itshows tha~ the 
net loss could be lchvyr, ifthe operations are properly planned and·efficiently 
managed_. than what they actually are. Thus, the case made· by the STU s for 
increase in fare in6hides thel'r inefficienCies and would rnake the commuters 
pay more than whatt!:Iey shourq_be actually p~ying. 

Therefor_e, itis ne9~Ssary to regulate thefares on the basis of a normative cost. 
It W,~uld be .desinible · to haye an independent. regulatony body (like State 
Electricity Regulatory Commission) to fix the Jares, specify openitions on 
uneconomical rout~s and address the grievances of commuters. . 

While the re~isioin ·or fare for t~anspoit service is a Government policy. 
decision, STl:Js wereallowedto'maximisethetraffic revenuewithinthe ambit 
of Ja~e policy in "respeCt. of special senrices and extra transport facilities · 
offered by them. However, Audit noticed tlhat the opportunities for the STUs. 

·to maximise the re~enue in respect of such special services were not availed.in · 
the instances detailed below: 



The Company 
suffered revenue 
loss of Rs.48.94 
crore due to non-
revision of fare 
under ' travel as 
you please scheme' 
in line with the 
extended area of 
operation. 
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MTC has been extending (since December 200 I) a special concession 
viz. , "Travel As You Please" (TA YP) by collecting Rs.30 per day and 
Rs.600 per month irrespective of the number of trips and the distance 
involved in a day's journey. Consequent upon extension of area of 
operation from 40 to 50 KMs from January 2007, the maximum fare 
collected by MTC increased from Rs.l5 to Rs.25 per trip. However, 
there was no corresponding increase in the fare of TA YP, thereby lost 
the opportunity of earning a revenue of Rs.48.94 crore for the period 
January 2007 to March 2009. 

MTC and TNSTC, Madurai were operating their city services under 
"LSS", '·M-service", "Express" and ''Deluxe". The applicable fare for 
these services was ranging from Rs.2.50 to Rs.25. Between 30 April 
and 3 May 2009, these STUs operated the above services but collected 
the fare applicable for ordinary services (from Rs.2 to Rs.6.50). The 
reasons for such reduction were not recorded either at the STU level or 
at the State Government level. Thus, these two STUs suffered a loss of 
Rs.3 .93 crore during the above period due to charging lower fare . 

• Some buses belonging to Trichy division of TNSTC, Kumbakonam 
took a circuitous route due to permanent closure of an old bridge 
across Coleroon River since December 2005. The additional distance 
involved per day per bus due to this was 31.67 KMs. However, the 
STU did not correspondingly ."increase the fare for undertaking the 
operation of additional distance. The loss suffered by the STU on this 
account ~orked out to Rs.5.43 crore. 

The State Government stated (December 2009) that it was not possible for 
.MTC to revise the fare without its orders. The reply is not convincing because 
the revision was possible by MTC itself. 

2.1.37 As already discussed in Paragraph 2.1.25, 99 per cent of the routes 
operated by MTC and 89 per cent of routes operated by other three STUs 
became uneconomical as of 31 March 2009. However, the position would 
change if the STUs improves their efficiency in fuel , operation of scheduled 
KMs, manpower management, etc. Nonetheless, there would still be some 
routes, which would be uneconomical. As none of the STUs was able to 
adhere to the Government norms (February 1992) of 30 per cent for operation 
of uneconomic routes, the desirability to have an independent regulatory body 
to specify the quantum of uneconomical services taking into account the 
present needs of commuters is further underlined. 

~ulfilment of social obligations 

Dues against accident compensation 

2.1.38 During the period covered under review, buses of STUs were involved 
in 39,381 accidents and 5,492 fatal accidents. As on 31 March 2009, the 
accident compensation claims yet to be paid worked out to Rs.l58.15 crore. 
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·In addition, there ·were Claims ·(Rs; 1,346.65 crore) preferred by victims of 
acCidents against'stus, which were not settled by the STUs as of 31 March 
2009:· Inability of the STUs td pay'the compensation had·resulted in blocking 

·.of STUs' funds ()f Rs.78.25 crore· inthe fonn ofdeposits in_various courts · 
whic~ haq neithe~ benefited theSTUs' 110r the victims. . · 

-i· 

During the-revi~W period.-ther~ were 1,076 instances in which the buses of the 
· STUs were attached in variouscourts for.non-payment of the awarded amount 
of Rs.2(62 crore.' . 

Thus, the STUs lacked a long-term plan for timely payment of compensation,·. 
. which is a soCial c~bligation. · · · 

Non-payment ofstatuU>ry duestothe emf!loyees 
. .. '· . . 

2.1.~9 To enable prompt payment of terminal benefits to . the retired_· 
employees oftheSTUs; the State Government hadformed exClusive trusts for 
provident fund :at;td gratuity along with. formation of respective STUs. _ In 
addition, the State' Government formed a separate pension fund in 1998 for the 
employees of STUs. However, the pension fundtrust was not recognised by 
the. Income Tax Authorities di.ie. to non-investment· of the trust funds · i.n the 

.. approved investment schemes likeLIC and lJTI, etc. Pendi~g clear~mce ofthe 
pension fund;the State Government directed (March 200S).the STUs to invest 
their contribution :in .nationalised banks oi1 ~onthly. basis. Contrary to it, the 
STUs diverted their contributions {equivalent to 12,per cent of pay)to their _ 
working capital requirement. In addition,' the· contributions to provident fund 
and gratuity fund ,were also diverted 'by STUs towards working capital. The 
accumulation of statutory .dues not paid byfot~rSTUs as on 31 March 2009, 
test checked in Audit, was as u.mder: . . - . . 

'0 ··Provident Fund ·'. Rs.56837 crore· 

® Pension Fund ; Rs.268.31 crore .. 
@· Gratuity Rs.B331 crore· 

The State Gcwern\nent stated (Decel11ber,2009) that it had released (October: 
2009) Rs. II 5· crore for settlement of pension commutation of all STUs. The -· 
·fact remained that the said amount was released after it was pointed out by 
Audit during. September 2009. · 

. . . 

MIS data and monitoring of service parameters 

2.i.4o For an organisation· Iik_e Road~ Transport Corpo·ration; to succeed in 
operating etonomically, efficiently and effectively, •there has t() be written 
norl11s of operations, service standards and. targets;. • Further; there has to be a 
sound lY!anagement Information System (MIS) to report on achievement of 
targets_ and.· norms. The achievements 'ne~d to • be·- reviewed to address .. 
deficiencies and_also to set targets for subsequent years .. The targets shotlld 
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.. generally be such that their achievement would mak~ an organisation self
reliant. Inthe light of this, Audit reviewed the system prevalent in the STUs. 

GJ Integrated database of the operations ofthe individual depots was not 
maintained indicating lackof control by the top level. 

a> At .the depot level; though the average cost and profit of each route are . 
' indicated; there is no data on bus-wise profitability to enable decision . 

making on continuation of theriulnber of services. . 

. ® 

. . 

Both SETC and ·MTC did not maintain rout~-wise' occupancy ratio . 
based on passengerKM vis~a-vis effective Kl\IL.This had deprived the · 
mamigement ofan oppo1tunity to take correctiv~ action in respect of 
low occupancy routes. . . 

. .. .-- ' ·_ .-. 

Audit acknowledges the co-operation . and assistance . extended by the 
Management of STUs in conducting tqis Performm~ceReview. 

··Operational performance 
. . . . . . 

0 Tl!ne vehicle den~iiy per one llalkbpopulation in Cheumai was · 
only 38, wl!nic'h was lower than the comparalbie density of 73 lll!i .. 

·Bangall ore. However, in rest of the State; it increased! from 36 · 
to 42 during the period! covered! umller revnew. 

@ The STUs col!llYd not ~ecover the cost of opeJratnon innillll the 
rears covered! under review except during 2004:..05. 

0 As against tl!ne AIA fleet -ul!tinnsatnon of 92 per cent, the Jfneef. 
utmsatllon of MTC was !between 78.84 andl87.57 per cent 
duriiJrng the pernodl covered! mrnder review. In respect ofother· 
three STUs, the same was albove AlA. · . 

. . 

w The passell)lger lloadl faCtor of mofussil and! express S'fUs 
sl!nowedl a steady increase from 78.98 per cent in 2004"-05 to · 
85.41/ii per cent i.n 2008'-09.. B1lllt fin MTC, the same dledi.inedl 
'from 80.8Un2004-05 to 75.Z5 iri 2008-09. · 

@ Tl!ne manpower per !bus wl!nllch was more than the norm ilri 
MTC and othh three STUs, resudted ··in ndllle . wages of 
Rs.542.38 crore. 

Financial Management 

e Tlhlougl!n therev~mm! from m(m-traffic soqrces constituted only . 
1.98 per cen( of the totahevemne dl!llring 2004-09,.tl!ne STUs did! 
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.· llllot:.llllave a poBncy . f01r tapping the reyemne fmrn non-traffic 
· _ somrces llilke !andl assets, etc. 

. . : . . 

- ' . 
;: : : ~ l 

Fare policy a~dfulfilment o[social obligations 

0 Tlhle fare policy ~fthe.,State Gove!i"IIRment had ~no· sd¢ntllfic lbasns 
'as''ii'dnd not talke. innt~ accmJirit, the ~otrnatnve cost for. fare 
r.x~tnmi. ·- · ·· -- · · - · -. · · · · · 
- .o! 

-
® •. W~~hiH1l the arnbi~-~J fare .s&r~ndlllre, -stus llost opport~)mnties-to 

Jl1lU3~ftmfise~reve~llle UnUdef Wfravell as YOUL pllease~' aHlld other · 
speCial! sen-Vnces;. 

Mon!t~ring by'top_mtinagement 

® · Tlln~ MIS system ofSTUs yva~ liwt effective .asnt dnd miot llllave 
--• · · .... an ~11itegratedl data.~~se about ti!Jle.op~r~tn~l!Us ofthe- illlldnvftduaD 

dleP,,ots aimdl dlftdl Jill Of have t~e· _data Ollli I!"OUxte wise OC~Ullpancy. 

TlllleST[Js riJ!aY coJIDsidle~r: 

-·--,.:· 

. - ·:· - . 

anna~ysfillllg tl!lle rea~onns fo~ dlecllfiHning public -patmnage of fits. -
sehices arrndi payinng attelllltioni to passe!lllge~r 'loadl·factor hn ordler 

· ·. t6'e~_inarrnce ntin MTC. - - - · - _ .· . · · -
·.:-,'.·:~ . -·. :·· 

. o ·adhering to ~lhle.·llllorms ofc~rew perl!nns and! KMPL ~o redl!llce 
.• CQ~t-olf opewa~iOHnS offt>UBS,«:S. . - . . 

· o: . d~vftsnng a poiicylfor tapping revemne :i~rom nitonn'-tlralffic sa:mrces 
~t@r~uglln t!Jle P~P (Pulbnic ]:)Jrivate Part~ersllnip) mod! e. . 

€l- cire~tnng ·_a regUBHatory_lbodly to regulate .fares al!lldseJrVices Ollll 

. ·'' ui'neb:momfical routes. . . . . -

® .. reln#Unusnnng the actmiR C~~t of freef~9nCeSSDOJmal travel. facmty, 
··wlbiClhl wereextel!lldledl aft]bekbehest to the.STJJs~- --·· 



2.2 Working of Tamil Nadu Civil Supplies Corporation Limited 

jEiemtive Summary 

The Tamil Nadu Civil .Supplies Corporatwn Limited 
is engaged in procurement of essmtial commodilies 
from tile farmers, central agencies etc., hulling of 
paddy. transportation and storage of es.~ential 

commodilies for distribution under Public 
Distribution Sy.~tem (PDS). The performance 
review of the activities of the Company for the 
period from 2004-05 to 2008-09 was conducted to 
ascerlain the economy, effidency and effectiveness 
of the Company in carrying out all its business 
activities and ils ability to deliver according to ils 
mandate. 

Fituurcilll position and working results 

All deficit in PDS sales are made good by the 
Government by way of subsidy. The Company 
incurred an excess of expendilure over income of 
Rs.6,358.06 crore for the four years ending 31 
March 2008. The Company was found late in 
preferring/pursuing claims for receipt/ 
reimbursement of various expenses and dues. A 
sum of Rs.96.57 crore was pending receipt from the 
Government of India on account of Custom Milled 
Rice subsidy. 

Procurement 

The Company was not geared to meet expectlliWns 
set out for i1 to act as a market intervention agency. 
The procurement target for paddy were set below 
the minimum requirement for distributWn under 
PDS throughout the review period even though 
sufficient qUilntity of paddy was available in the 
marlcet. The infrastructure at Direct Procunment 
Centres were inadeqUilte. 

Deficiencies in procurement 

The Company failed to lift rice from Government of 
India allocated under Sampoorna Grameen Ro1gar 
Yojana scheme during 2006-07 depriving 
continuous employment to 37,874 persons for 100 
days in four districts. The Company did not prefer 
~ised claim of wholesale/retail margin for sale of 
sugar since 2001 even after knowing the willingness 
of GO/ for such revision subject to production of 
supporting documents. Excess purclulse of wheat 
tluur requinments, extension of undue benefits to 
rolkr flour mills, incorrect assessment of 
requiremetll of sugar and non-availing competilive 
rt~Us for purchllse of pulses etc., wen also observed. 
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Utilisation of Company's own Modern Rice Mills 
(MRMs) capacity was dismal and it heavily 
depended on private hulling agents. Hours lost 
due to controllable factors in its own mills 
resulted in avoidJlble expe11diture of Rs.J3.35 
crore due to hulling of paddy thro11gh private 
hullers. Th~· was despile COPU 
recommendations in 1989 to optimise in-house 
capacity aiUl minimise dependence on private 
hullers. 

Storag~ and lra11Sporlllliolf 

The Company faced abnomwl storage losses, 
which are controllable factor, of beyond 
I percent to 4 percent. In vwlation of the norms 
prescribed. the Company regulllrised excess 
storage loss of 41,624 MT of Paddy valued at 
Rs.24.99 cron pertoining to the KMS 2004-2007. 
The Company htul hired godown space beyond 
its needs and incurred wasteful storage charges 
of Rs. 7.08 crore during 2004-08. 

Implementation of non-Public Distribution 
System Schemes 

The Company has been incurring losses in 
implementatwn of no11-PDS schemes such as 
supply of commodities to noon meal schemes 
which had'increased the food subsidy to the 
extent of Rs.37.59 crore. 

Conclusion and Recommendation 

The perfomwnce of the Company was tardy in 
preferring/pursuing its claims and recovery of 
dues. The Company neilher fixed targets 
realistically nor procured paddy as per their 
targets. It incurred controlloble and avoidable 
expenditure in procurement of pulses, wheat and 
sugar. The Company could not utilise hulling 
capacity of its own MRMs. It used godown space 
inefficiently and hired space beyond ils needs. 
These contributed to incnase in subsidy and 
overburdened the State exchequer. The 
Company must ensure that all admissible 
elements of cost are claimed without delay, must 
exercise effective control over procurement & 
hulling operoJions tuUI reduce storage & 
trruuporllltion costs by streamlining activities. 
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. . 

2.2.1 The Tamil Nadu Civil Supplies Corporation Limited was formed in . 
Aprirl 972. The' Company engages in procurement of essential commodities 
fro·m the farmers/central pool/other ·agenCies, hulling rice in its Modern Rice 
Mills {MRM) as ·well as through. private hulling agents, movement of 
commodities to j various stdrage points for supply to Public Distribution 
System :(PDS) ' and other welfare schemes and operating ration 
shops/departmental stores. 

- . • I • -

The Management of the Company is vested in a Board of Directors (BOD) 
headed by a Cha,irman nominated by the::St~t~::po:vernment. The day to day · 

· affairs a:re- Jooked- after by the Managing Director assisted by five General 
Managers, a Company Secretary and a Financial Advisor-cum-Chief Accounts 
Officer. The· Company h-a:s regional offices .in all the Jf districts of the State, 
265 godowns {including 60 hired godowns), 23 MRMs, 26 Amudham 
Departmental Stores (ADS), 1,187 Fair Price Shops (Ration Shop), three 
petrol/diesel dealerships etc. '"" ·· . 

2.2~2 The perf()rmance of the Company waslasfreviewecl and included in 
the Report of the. Comptroller and Auditor General.oHndia (Commercial) for 

· the year J 986-8.7. The cash management and. performance of. MRM were 
subsequently re:viewed and included in the AuditReport (CominerciaQ for the 
year 1993-94. · 

. . 

The present performance review covers the aCtivities of the Company during 
2004-2009. Thejaudit findings are based on a test check of records at the 
CmJPOrate offic¢ and 10* (30-per cent), out of 31 Regional offices of the 
Company selected at random. The test check covered the transactions relating 
to procurement;; transport;- hulling, storage and distribution· activities (more 
than 50 percent). · · 

2;2.3 The performance review was conducted to ascertain the economy, 
·· efficiency and effectiveness of: 

0 ·the system of the procurement of paddy, iiftment of rice/wheat from Food 
Corporation 'of Jndia {FCI), purchase of sugar,pulses and·· other items, 
contract management for hulling ofpaddy, storage and transportation of 

* 

· commodities; all'ld ... 

tl'ue internal control and internal audit system. 
. ' 

Chennai (North/South), Thanjavur, Nagapattinam, Thiruvarur, Ka~chipuram, 
Tiruvallur, Tiruchirapalli, Pudukottai, Erode and Coimbatore. 
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2.2.4 · The following criteria were adopted for analysis: 

® Government policies prescribing paddy procurement and implementation 
ofPDSand other-schemes; 

@ procedure for procurement of various commodities as per the manuals; 

® annual hulling plan prepared by the Company in its own/private mills; 

· .., norms fixed for storage losses and 

® terms and conditions in the cuntracts for procurement, transport and 
hulling operations .. 

2.2.5 Audit adopted the fo!lowing methodology: 

Ill Review of Government budget and policy statements on procurement of 
paddy, PDS and other welfare schemes; 

{!J ~eview of minutes of the BOD ofthe Company; 

o Scrutiny of tender and contract files; 

o Scrutiny of orders 'relating to Central pool allotment of rice and its 
liftment, production reports of MRMs, utilisation and operation reports of . 
god owns; 

(!) Review of internal audit reports and internal control system and interaction 
and-discussion with the Management. 

2.2.6 .Audit explained the performance review objectives to the Management 
and the Government in the 'Entry conference' held during February 2009. 
The audit findings were reported to the Management/Government in 
September 2009 and discussed in the 'Exit conference' held in October 2009, 
wherein Principal Secretary, Co-operation, Food and Consumer Protection 
Department, Government of Tamil Nadu participated. The views expressed 
by the Government in the Exit conference have been considered while 
finalising this performance review and are discussed in succeeding paragraphs. 
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~.2~7 . The year-wise financialposition'~nd workingresultsofthe Company 
for the fot)r years upto 31 March 2008 are detailed in Amn~exulllres-1 0 JllundJ.li .. 

. The details of paid-pp :chpital togetlief;with:--th~ turnoVer ~a.nd• exce_ss of· 
.. c • ·• -ef{penditure <.w~r:iricome~for)he four'years uptoj 1 Match 20084- ar~ given 

below: · · · ·· · 

The Company i~~urred an excess of expenditure over income of Rs.6,35 8.06 
crore for the last fmii" yeatS ending 31 Marc~2008: The cash flow .. deficit was · 
compensated by the State Government as subsidy released ohquarteily basis; · 

Release of subsidy 
. . . 

2.2.8. l.Jnderthe Dec;entraiised P~ocureiTlent __ System (DPS) introduced. in the · 
$tate"from0ctob'el" 2002, paddy is procured·from the farmers by the Co;mpany ·. 
atthe Minimum: support Price .(MSP)ofixed by Governn1ent of India (GOI) 

. and converted into rice for issue undefPDS, The difference between the cost 
·: of rice· arid the._islue price.und~r PDS is r(!imbursed toth~ Company as Custom_

Milled Rice (CMJR} sub_sidy by GO I. The GOI fixes the ~coriomic cost of rice 
provisionaHy in the first instance by takinginto account MSP of paddy, cost of 

·millingandothef, incidentals, whicl1 varyfromtime to time.· The GOheleases 
95 'per -cent 6r ihe subsidy as advance . and the- baian~e five._ per.· ce~t. on 
determination offinal economic costwlilcln· Is tci be claimed within six months 
after coiTipleticui: of each K_hariff Marketing Season (KMS). The paddy 
procured has:to_be hulled wtth}n tW(} mortthsfrqm the dateofprocurem<;:nt and 
-~uchcarrying·cosi only is reimbursed bythe GOI.. Delayed hulling·r~sultsin 
additionaLcarrying cost \Vhi(;h has to be borne by theCom pany. ·· · 

oil> __ · • Accounts for 2008-09 ire yet to be finatised by the Company. 
. - . . "59 . . -
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CMR SllHbsidl~ cllaim 
of lRs.96.57 crhre was 
yet to lbe. received!. 

, I 

i 
'. 

2004-05 

2005-06 

2006-07 

2007-08 

Total 

.' .'-· 
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The State Government rel~asessubsidy in advance based on the demand of the 
Company from time to: time for implementation ofPDS, . special PDS. · The · 

. details of subsidy released by the GOI and the State Government, the amount 
adjusted and the closing balance during the review period are detailed below:-

** 

## 

(RllHpees i111 crore) 

55.07 49.86 . 5.21 1,035.00 1,018.00 17.00 241.02 

219.73 195,07 '24.66 1,395.00 1,614.75 . (-)219.75 21.27 

412.66 366.52 46.14 1,950.00 1,840.91 109.09 130.36 

311.40 290.84 20.56 1,950.00 1,935:22 . 14.78 145.14 

998.86 902.29 96.57 6,330.00 6,408.88 7K88 145.14 

This is arrived at after taking into account the opening balance and adjustments 
made. 

an advance subsidy of Rs.2700 crore was received for the- year 2008-09 which is 
pending adjustment by way of subsidy claims. , 

This is arrived at after taking into account other adjustments, balance CMR subsidy · 
receivable from GO! and subsidy received from GO:rN as indicated in Annexure- II. 

Audit observed that: 

o against the eligible. CMR subsidy of Rs.948.92 crore (95 per cent of 
Rs,998.86 crore) upto 2007-08, the Company received Rs.902.29 crore. 
The estimation of CMR subsidy to be claimed from GOI was way off the 
mark due to lack· of controls in quantification of_ subsidy . claims of rice 
from GOX by the Company. H led to short claim of the subsidy receivable 
in advance by Rs.46:63 crore during the years 2004-08. 

o though the procurement and hulling of paddy for four KMS from 
2003-04 to 2006.,07 .were completed and relevant data were also available, 
the Company submitted KMS wise details to GOI for claiming the balance 
five per cent subsidy after a delay·of 5 to 15 months. . - . 

o the Company did not prepare KMS accounts for 2007-08 timely; even. 
though the procurement and hulling of paddy for this year was completed 
and relevant data was available. The claim for the subsidy of Rs.20.56 
crore pertaining to 2007-08 was yet to be preferred (November 2009) .. 

e the quantity of paddy that could not be hulled within the prescribed period 
of two months duririg 2004-05 to 2008-09 ranged between 7,569 MT and 
7,11,489 MT. The Company had to bear an estimated interest of Rs.30;80 
crore towards holding of inventory and custody and maintenance charges 

_which were not covered underCMR subsidy. . 

The Company justified the delayed filing of claims and stated (October 2009) 
that the revised CMR claims for 2002-03 to 2004-05 were preferred in view of 
the instruction of Government of India for revision ofclaims. The Company 
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also stated that it had addressed GOX for increasing the storage period to 
. claims subsiciy~ to four months: The fact stays that_ cl~i111s _for 20.05-:-06 and 
2006-07 were submitted in-March 2008 and October 2009 respectively. 

0 GOI imposed service tax on transportation services -with effect from 
January 2005.- Though the Company paid service tax on transportation 
charges, it failed to prefer a claim with GOifor reimbursing service tax of -
Rs.2.26 crore for 2004-05to2007-08 . ." 

The Company admitted-the facts_arid stat~d-(October-2009)-that.theclaim of-
service tax will. be taken up with GOI while submitting the revised final claim 
for the year 2004-05. - - -

Audit observed that the Company failed to obtain release of balance subsidy 
from GOI and also incurr~d additional expenditure not reimbursable under -
CMR subsidy reSulting in burdening the State exchequer by way of additional 
subsidy which was a controllable factor. 

Audit further observed that the increasing trend in subsidy ,given was due to 

0 reduction in selling price of rice in June 2006 (Rs.3.50 per kg to Rs.2 per 
kg) and September 2008 (Rs2 per kg to Rupee one per kg); 

.-~ _ sale of non-PDS commodities and cement from April/May 2007 at 
subsidised rate on the State Government directives; 

' . . 

0 losses in the functioning of Amudham Departmental Stores. -
. l 

As early as in )~muary 1996,--the State Government had clarified thatthe loss 
on PDS activity was reimbursable to' the Compariy oniy after adjusting the 
profit, if any;•on•non-PDS activitieslike;_supplies to Puratchi Thalaivar MGR 
Nutritious Meal Programme (PTMGRNMP), etc. However, the Company did 
not prepare any independent profit and loss statement for non-PDS activities 
.to control the cost of operation of these activities. Thereby, it lost
opportunities of cost control in non-PDS _ activities and failed to 

· economise/red.uce the quantum of subsidy as would emerge from the · 
succeeding paragraphs. . - · 

Proc81Lremeo11t t§u·o81Lg§M DirectProcOiiremei!Hd Cei!Hdre (DPC} 

2;2.9 The Company procures paddy under DPS from the farmers at the 
Minimum Support Price (MSP) fixed by GOI along with the additional 
incentives of the State Government. During 2007.:.08 and 2008-09, the State 
Government offered an additional incentive ranging from Rs.SO to Rs.l70 per 
quintal over and above t~e MSP to maXimise procurement. The DPS rice is 
adjusted against the allotment by 601. from the Central pooL_The Company, at 
the beginning of every Khariff marketing season (Kuruvai and Samba), fixed a 
target for procurement of paddy based on cultivable area, probable yield, 
marketable surplus and previous_experience. 
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The target fixed and the :actual procurement of paddy during 2004-09 are 
shown below: 

75.00 45.00 23.00 16.50 9.73 58.9 42.3 

78.00. 46.80 23.00 16.50 13,82. 83.7 60,1' 

78.00 46.80 23.00 16.50 16.08 - 97.4 '69.9 

78.00 46.80. 23.00 16.50 14A9.•- 87.8 63.0 

200&-09** 80.00 48.00 -23.00. 19.20 16.47 85.80 71.6-

* · Paddy requirement exclude paddy equivalent of rice Below Poverty Line (BPL) .and 
Antyodaya Anna Yojana (AA Y) lifted under Central Pool allotment fr()m FCI. 

'** Procurement upto May 2009 for season covering' the period from October ZOOS to 
September 2009. 

Audit observed: 

o The .Company fixed the procurement targets below the minimum 
requirements in PDS, thereby indicating that its approach was unrealistic 
and not on any scientific basis. Considering- the actual requirement of 
paddy of around 23.00 lakh MT for each KMS and available marketable -
surplus 45 to 48 lakh -MT (approx.) the fixation of lower target coupled 
with the dismal procurement performance indicated ineffective planning in 
procurement. This has resulted cin avoidable transportation cOst· of 
Rs.29.62 crore to the GOI on movement of29.62 lakh MTof rice froin 
other States besides non achievement of the objective of -helping the 
farmers in the State. · · 

<il Despite the State Government offering an additional incentive 
ofRs.500 per MT and Rs.l,700 per MT during KMS 2007-08 and 2008::09. 
respectively and the MSP being more than ,rriarket rates,- the Company 
failed to achieve the procurement targets . 

. ·. The Company stated (October 2009) that the procurefl1ent during 2007-08 was. 
low 'due to crop failure and the farmers sold paddy to traders directly without 
considering the incentives extended by the Government. · The reply is not 
convincing because the shortfall in actual procUrement was noticed in all the
five years under review for which the Company did not analyse the reasons. ·-

Identification of genuine farmers 

2.2.10 To_ ensure that the benefit of DPS reaches genuine farmers, 
procurement guidelines envisagedprocurement of paddy from farmers only. 
But.- the company had not f9rmulatedany procedure for mandatory production 
and verification of identity cards of the farmers at the point of purchase. In the.· 
absence of such a system, audit could not verify the genuineness of the . 
beneficiaries ofthe DPS system. · 
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The Company accepted the audit observation (October 2009) and agreed to 
send proposaLto State. Government for issue Q[identity Cards to the farmers to· 
ascertain. genui~eness of the beneficiaries.· 

· Poor lnfmstru~ture atDirect Procmement Cento-es _· 

2.2.11 .As on 31 March 2008, the Company had l,l97pr~ciireJ1lent centres in 
the _State and erhployed its own staff/temporary stafffor paddy procurement in . 

·each DPC under the supervision of the Regional Office of the Company. 

Audit noticed:· that infrastructure at the DPCs was .. inadequate as Digital 
\veighing machines were installed only in960 out of i~297 DPCs and moisture 
trieters availabl~ in th~ DPCs were not prqvided with p_rinters. 

An. amount . of:Rs.24.l2 crore was shown as· short~ges towards transit loss 
recoverable· up 'to 2007:..08 · from temporaiy procurement assistants, who were· 
recruited seasonally without _obtaining security.· This includes a ·minimum of 
Rs.20 crore· pending from 2004~05 ornvards. It is preposterous to prescribe 
that such a-large sum is to be recovered from low paid temporary assistants. 

- ' . . - -

The•Company stated (October 2009) that action is being taken to upgrade the 
infrastructure -ai DPCs. The. CompanyJurther stated that recoveries. from the 
erstwhileDPC 'staff could not be effected due to stay orders obtained against 
recoveries. The fact, . however, ·· remained that the Company had ·no 
Classification of ainoimt pending reOOV!!ry ba~ed on reasons. The possibility . 
of recovery ofthe amounts is remote. 

- : ' . . . 

ProcMremeJ1t of essential commodities and pudses 

2.2.R2 The Company, besides procurement of paddy, is engaged in: 
' . 

liftment of rice, wheat and sugar from FCI/Sugar Mills under Central pool 
aliotmennothe State. · · 

purchase c)f,non~levysugar.from C~~perativeSugarMHls on need basis .. 

Ill purchase of p~lses and other commodities from open market through ~pen· 
tender fors~pply to noon meat and. other special PDS schemes of the State . 

• p •• - - -. . 

The details of procurement.· of essentiaU commodities; pulses·. and edible oil 
during the ·period from 2004~05 to 2007~08 are given inthe table below: 

(hn M'fs) 

2005-06 26,642. 

·. 2006-07 3,86,015 30,842 1,801 

2007-08 • 2,74,763 . 76,898. · .. 27,782 

. Note: · 2008-09 figures not available, • .. 
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Supply of rice 

2.2.13 The Company lifts rice from Central pool allotment through FCI 
besides the adjustment ofthe converted rice obtained under DPS. The Central 
pool allotment is categorised by the GOX into Above Poverty Line (APL), 

.. Below Poverty Line (BPL) and Targeted Public Distribution System (TPDS). 
But, the State Government implements Universal Public Distribution System 
whereby essential commodities are issued to all the families irrespective of 
their income levels. While cardholders under universal PDS are issued 20 Kg 
(maximum) of rice per month at the rate of Re.l per Kg, the Antyodaya Anna 
Yojana (AA Y) families are supplied! 35 Kg per month at Rs.l per Kg. Further, 
the Company undertakes liftment, storing and issue of rice allotted by GOI on 
behalf oLthe St~te Government for implementation of Sampoorna Grameen 
Rozgar Yojana (SGRY), which is a scheme to provide additional wage 
employment to the poorin rural areas and, thereby, ensure food security. 

No11 liftment of Rice 

2.2.14 Audit noticed that the Company failed to lift 18,937 MTs of rice 
allotted by GOI during 2006-07 under SGRY which resulted in depriving 

i . continuous employment generation fg_rlOO.days and food to 37,874 persons in 

i . 
i 
I .--

I 
. 1 

i. 
i 

.: 
I 

Jour .. districts of tine state., Consequendy,'the infrastructure works for a value 
ofRs.l 0. 70 crore earmarked under tlhe scheme could not be undertaken. 

The Company stated (Octob.er 2009) that the non-liftment of rice was due to 
non-availability ofadequate stock at.FCli depots and befme stock was moved 
from other depots, tlhe validity period lhad expired. The reply is .. not 
convincing as the Company could have avoided this by better planning. 

Wlloeat 

2.2.Jl.5 The Company m1dertakes conversion of wheat into wheat products like 
rava, maida and atta through private miliers under open tender system; The 
aHotment of wheat by GOI to the State was 10,000 MT per month up to May 
,2006, which was reduced to 3,783 MT from June 2006. In addition, the GOI 
made an ad-lnoc allotment of 10,000 MT from September 2008 to March 2009. 
The following deficiencies were observed in liftment of wheat and conversion 

· ofwheat into wheat products: · 

·. Liftment ofwlloeat in excess of requirement omdemdue benefit to Millers 

2.2.16 The Company, against the monthly requirement of 5,000 MT of wheat 
for custom milling, lifted 50,000 MT of wlheat between. October 2008 and 
February 2009, resulting in locking up offunds amounting to Rs.57.70 crore 
arnd loss of interest ofRs.2.59 crore on the blocked capital for nine months. 

The Company stated (October 2009) that wheat was lifted to ensure. 
uninterrupted! supply under PDS. The repiy is not convincing as tine Company 
failed to plan the liftment ~ccording. to the requirement under PDS resulting in 

Namakkal, Perambalur, Sivaganga and Ramamithapuram. 
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accumulation of stocks and iloeking of capitaL ·:The •. State was b\]rdened by · 
controllable sllbsidy. • . . . . 

2.2.17 :rhe Co_rrl'pany: entered iK1to agreement with A3 Roller Flour Mills 
(RFM) for custc))'ii m illiilg of wheat;. which provided for selling back the entire 

· qu~nt.ity of Att<f (6 per cent),. Bran ;(24 p~r~ce-.,;i) and anyAilantity of Rava arid· 
· .. _ iylaid~r not requited by the. Cofupa~y,to_the 'RF.M at the .rat~s dete.rm ined.by the· 

. Stttte GoverrtmenJon .the recommeridationsofthe <:::pmpany. . . . . 

. Audit noticed that .the Company fh:eci'thfsale price of thde. cpn,moditie~ to~-

~~failu~e todnarge ~In~ ... 
•· ·market nite !from' 

RFI\Ilby adopting concess!onal nite of wheat fixed (Rs;9,S66 per.MT) b{G()(- ·. ·
instead ofmai:ke( rate (Rs.ll;5~0 per MT)'. :·Audit.estiQ1atedthat this resulted· 
'fr\;pas~ing of an 4ndl!e ben~fitofRs.J;OS_ qr()re tothe)~,FM dti~infthe" period 
~from.~priJ2007ttoSeptember 2009~.: .· · · · · 

. RJF'Ms ·resu!ltedlillll' .. 
·- ·:: ~- : ~·-. .:·: :~~: ' --

.·· extellllsimn olf illllldlllle 
lbellllelfitof Rs.] .08 
crore; 

5-21-13 ! 

. . Tne Company st"ted'(October2009) that sale price 'fixed covered all elements~ · 
ofco"s(and ther~ \V~s ho_unduebil)efit-extendedtoth~ millers. The reply is not 
Gonvincing as: th~ Company fail~cf to cha,rge the.m<irket<rate of wheat for, . 
pri~at~'sal~s"and instead charged"subsidised·wh~at'rates. .. . . 

.o .Imi'orrect adopti~n ofbase.raiefot Wiifling and faillirf to restrictpurchase 
·..,. ~:- .. -

·;- >. ··. 
0

• 2,2;'f8 While finajisin~( (September ' 2008}. 'the milling rates for . wlieat . 
. '. _· .. products,. the Cmnpany incorrictly: aUQw~d packing charges. at Rs.2,000. per . 

MT ~nnstead~of)R:s.1,490 p~r,MT for Rava/Maida_and Rs.l,900. per•l\tl'F for/··· 
•. Atta: This -resulted >inpassing'of:Undue;JJefiefitoo(Rs2:21 crote,in respect of -.· 

.· 69•,:349 ·MT"of·wheauniHe<I .. from September 2oos-a;.septeinber 20o9 in Jhe 
f.orm-6f excesspackintcharges. - . _, . . .· ... _; . . ... . 

~ ' . -

··The. Company staie9 (Octbbe.l'200'9) .th~iithemillirig ratesyv~fefinalised.based 
on= the;iowest-rat~; obtained.after:·negoti~t!~ns: Thereply.-is •no( COf!Vitrcing as 

- ~- .. the audi(observationr~latesto.finallsatign pfrates;without proper evalu~tion . 
· . an9lncorrect inclusionofpacking charges on input- instead of on output. · · 

_;- ••• > ·- ___ , _. • • : _,. ,_. i . c ·.' • ·::.c' ' .·. --- - ,·~:. • _ : 

· · · · .2;2':19 ·The Company' .entered.· into'im ·agreement (26_,A~gust.l008fwith ·a . 
. . privat~ supplier for supply :o(5;ooo 1\itT~of wneat:reserving'.the' ~r!g-hi eitl·ier to- . 
. ~--. i~cr~ase or aecre;:ts<;: the orde,red q~antlty_py25pei;.cent~ 'The Com-pany ~mild. 
'-~ take. delivery of:only2,120~38 J\ttt otifofthe'orderedciu~mtity of 5;QOQ:Miat 
· ••Rs.I3,980·pe{MTwithio~--.tve-due•date_;cs~ptember'2·oo8); theGom·p~my-could'· 

. have Jestricted the quantity ,upto, l,629.62~1\1T: whil~:;grpnting extension:- of 
·.·.tin1~. -Howeyedliaccepted·d~HY~ry_made-by·tl}e~millers'in"splte qf.the.fact 
. that tile GOf-had'alfott¢d (Septetitber-2008)'•so,poo .ivrr af I~s. t1 ,540 per MT, .. 
. wh'ich was 'cheaper by_ Rs.2,44Q p,er M'f. •"TI-ieCo_mpaJl)'; :by not'testri_cting the .. 

ordered CJuahtit)'to · 3~750 _ Mf; ·incurte.d ·.an extra 'expend hllre of Rs,3 0.5 o_ lakJl . 
·. Ch~50.MTs·XRi._2,4,4Q) .. ·:,: . , - · ·· . ..· ·. . . -

. Th~ G6mpa~ycstatede(Oc,tober 2009} thW to. avcii~Ld~layin regular process,iryg . 
. _ _of-wheat into \Vheatprodlicts/ itha~J:r'tisorted._to·~his'purc}lase .of5,000•:Mr: ·. 
·. · .·-•Th~reply·ifnot .convincing~stheTonljJany d~spit~=kl).owing·the_'allotlnent·_ 

. . •. ,ami-supply 6f \Yheat from FCI·atPDS rates accepted fuitlier quantitY fmm the 
private'supplier.-. _ · · · · · · ··c· · · · 
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lracorrectfuxation ofSelling price of wheat producfs umder PDS . 

2.2.20 While preparing (April2007) the cost statement for fixation of Selling 
Price for wryeat products, the Company failed to include the cost incuirred 
towards VAT on purchase of wheat which resulted in incorrect fixation of 
selling price byRs.500 per MT. The loss jncurred by the Company worked out 
to Rs.1.82 crore on the sale of 36,367 MT ofwheat products (September2009) 

. and continued to lose Rs:5 lakh per month for an average sale of 1,000 MT per 
month. · · · · · · 

Sugar 

2.2.21 The GOI allotted.an average quantity of 1 ];260 MT of levy sugar on .· 
. monthly basis to be released by various sugar mills for di~tributionunder PDS 
during the period from: 2004.;;05 to .::W08-09. The procedure requires the 

. Company to submit the Claims to ·FCI on monthly basis for· reimbursement. of-. 
the wholesale margin and transportation charges incurred. frorn the Sugar Pric~. _._~ ·· 

· Equalisation Fund (SPEF). . Besides the levy sugar,' the Company als9 
purchased non..;Jevy sugar from Tamil Nadu ~a-operative SugarFederation'. 
(TNCSF). . . .. 

' • • I - ' • 

. Delay_ ira initiating Claims of Settlement of SugarPrice.Equalisation Fund 
ami short supply 

2.2.22 Audit observed that: 

® against· the prescribed tirrie I im it of OI}e montH for. preferring the claims, 
the. Company preferr\!d. monthly claims with delays ranging from 60 to 90 
days. . · · _ . . .. . · •. · · · .. ·· . 

(!) -though GOX directed (August 2002/December 2003) the Company 'to.-· · · 
furnish supporting documents fof its elihanced.Claim ofwholesale margin, 
it is yet. tci submit (August 2009) the· documents for ·the period up to 
2000-01. ... ' 

@ in May 2009, the Company based on the AudiCs observation, submitted a 
revised claim foriRs.2.25 crore oftransportatio'n charges ·reimbursable by 
oorfor the period 2001;.2008. . . . 

® .the ·revised daim fo~. wholesale/retail margin for 2001 "'2008 was neither 
worked out nor claimed fro~ GOI till date. . 

The Company stated( OCtober 2009) that while the claims for the period from 
1996-97 to 2002-03 were submitted in septerrtber 2009,. the claims for the · 
remaining · .. periods were under preparatiol). The reply indicated .. the 
lackadaisical approach in preferring. claims from-the GO I. 

Ira correct assessment of require~eirt ami ra~n-availing of competitive rates 
~ -: . . . -. . > . • .. · . - - • . . . . • . . . ' 

2~2.23 A review of system of procurement of non-levy sugar indicated that in· 
. spite of downward trend in prices of sugar, the Company procured an average 
·quantity of 22,775 MT of sugar every month againsttherequirement of 20,000 
MT at the rates rangingrrom Rs.fs,oo.o to Rs.18,200 per MT during the year 

66 



IF'anllllre to JProclllre 
· Slllgar at eCOillOIDUCal 
.rates reslliBtedl n111 
avondlalble 
exJPeml!ntum! of· 
Rs.I!JI.52 cro.re. 

No111 JProcurement olf 
JPu.ilses OHll al!lliB'IlljUI 
col!lltract I!Jasns 
resulted! llllll avoidlai&lle 
exJPelll(l\ntlllre of 
Rs.25.62 crore. 

- ... - .. , --. ' . 

. . . . ... . . . .. , . . Chapter-H PerformanceRel!iews relating to Government companies 
€"M"M·3 if!Si>ft«·"'-H"S•w'ii-=B~ ·n¥ifti~v-.,aP4R-¥!\iiiiiii §# · &- ¥·---""%- ~+¥--"~&if-:oq<·?iiif#i§fi--on¥5§· •. -&.if¥.•/i*%-1· mv Z:fu9i-3f d Q¥&-Li•--,_3--·-*!i•n-• 

. 2006-0?.resulting in acct.imulation o(stockof41,70J MT at the end ofMarch 
2007. .. 

. . - .. -.-· . - . 

The· Company st~ted (October 2009) that the procurement of sugar was based 
· on standard requirement and the lllftment was regulated accordingly~ · The 

reply is not supported by facts as the Company had· not procured during May 
2007 and restricted its purchase to 9,350 MT in June 2007, which proved that 
therewas excess purchase in 2006-07; 

m ·· · Instead· of ·o~taining the rates of non . levy sugar from each co-operative 
sugar mill to~ facilitate a comparative analysis before. placing orders, the 
Cempany accepted the allocation ofnon levy sugar by TNCSFand lifted 
8.37 ·lakh ]\iT between April 2005 and March 2009. from the respective .. 

· mills at higher rates. Thus, an opportunity to procure sugar a:t economical · 
rates had been lost and art avoidable extra expenditure of Rs.9.52 crore 
was incurred. · · · · · · 

The Companystated·(October 2009)thatitplaced orders based on the receipt· 
of details and price on pro rata basis from tht:: Federation. The reply 
confirmed the fact thatthe Company had not exercised the option of placing 
orders. econom ic~lly. 

Pulses and oiher commodities· 

2.2.24 The. Corripany purchases· :pulses and other commodities .. from open 
market through !open ·tender. for implementation ·or various schemes viz., 
PTMGRNMP, Special PDS schemes entrusted by the State Government. 

Audit noticed.that: 
. . ; :· .·• . . - . 

@ . the Company, instead· of placing an annuaL contraccfor bulk supply of 
32,814 MT of Toor/Masoor Dhall ~ith a staggered deliveryschedule to 
avail the pti~e. advantage (RsJ3,860 to Rs.2,708 . per MT) during the 

· c harvest seas6n (March/ April of every year), placed order ori piecemeal 
basis with various suppliers during 2006-07 and 2007-08. ·This resulted in 
an avoidable expenditure ofRs.2~~62 .Crore. 

' - . . . . -

The Company stated (Octob~r 2009) that the placemenr of bulk orders would 
result in loss since maintaining huge stock poses. additional problems to the 
company. The reply is notconvincing 'because by not placing bulk order with 
staggered delivery, the Company lost· the _opportunity of gaining price. 
advantage and staggered detivery would·have taken care.of storage issues. 

e Agreements for the supply ~f pulses provide for. forfeiture of Earnest 
Money Deposit/Security Deposit whenever ·the supplies were made less 
than the contracted quantity with admissible variation ofquantities up to 
five per cent: In 11 agreements during the period :from August 2004 to 
January 2009, ··the quantities supplied were . less than 95 per cent. 
However, the. Company failed to forfeit the Security Deposit and, thereby, 
extended an undue benefit ofRs.3.17 crore to the suppliers. 
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The Company stated {October 2009} that the clefauJter suppliers were purs'ued 
through ·legal course. The fact remained that the Company Jailed to forfeit the 
security deposit as per.the terms of contract. 

: ·-

ll> The Company purchased (April 2008) 12:5 lakh one litre Palmolein Oil 
pouches at Rs.57 per pouch frorn ·four suppliers despite their refusal ·to ·. 
reduce the rates, consequent on reduction of customs duty at the time of 
opening the tender. Incidentally in the subs(!quenftender (April 2008), the 
same suppliers agreed to supply Palmolein Oil pouches at Rs.53 per · 
pouch; , Failure to cancel the. purchase order of April 2008 had "resulted in 
extra expenditure of Rs.0.50 ci"ore. . . · · 

. The Company stated (October 2.009) that the stoc_k position was low and hence :. ·· ··· · 
·orders were placed restricting quantum ofplirchase. The reply is not-.correct 
as the Cornpimy had sufficient stock of 73 lakh pouches on the date,_i)f 
placement oforder. · 

2.2.25 The Company had .established 23 MRMs witl) an annual hulling · · 
capacity of 5.45 lakh:MT at various places in the state for conversion of paddy 
into rice, The Company;also entrusted hullingto private hulling agents(413 -
numbers as on 3 I March 2008). · 

The details of paddy-hulled in MRMs ~nd by hullillg agents (HA) for the last· · 
four yea.rs ended Mafch2.008 were as follows: · · · 

2005-06· I 1,54,406 2,51,717 21.8 

. 2006-07 18,44,717 2,95,407 . 16.0 

2007-08 10,57,247 1,79,443 -8,77,804 J7:0 

. Analysis of the above table-indicates the declining. performance of the MRMs 
and consequent over dependence on-private hulling-agents. The Company's · 
MRMs were able to meet only 16 to 54 per cent of the hullii-1g requirement_ 

·· and had to depend on the private hulling a.gents for the balance quantity," ·._ 

The· COPU had recommended (March 1989) • that the Company should make · 
efforts to optimise the hulling capacity in its own MRMs to minimise·' the 

. dependency on. private hulling. The hulling.capa~ity, which was 5 .45· Jakh MT -· 
in 1989. remained stagnant till date (November 2009). 

. ·--- ·-.-:~ 
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· P~rforiiuoncio/Modern Rice Mills· ·. 
- ·- -- - ·-:' ~ 

_· 2.2~26'The.physical pe~forlmiflce ofMRMs tOgether·with·down time. analysis · 
·. fo(the fivefye'ars: endillg Match 2009/ is 'cindic(lted _-in Annmlexunr~-12: . The · .... · . 
. . -._.· petform'11nce of MRM was peak in 2oo6~Q7when_ c;apacity. utilisation. of45 per_ · . 

ceritwas achieved.. · ·-·· · · · ·· · · 
. -..,,_ .. :"-

. -. 

w ,hours los(.;d~e to ·.controllable factors like non":availability of raw 
: p~ddy;®load men,. space~ husk removaL_and :tfnplariri'ed. ·prevei)tive 

' . maint~nance (iri excess of.allo'Yailce 'of30 days;in. a year per mil;!) 
·· .· .cqristituted )63. I ··per cent> of. idle •. hours 'dUring ·the years 2004-05 ~o . -· 

· 2007~08~--. -L~ck ·of planriirg aiJd _inadequate control over these factors led··· · , .. 
· .·the :C::omp,a'!iy not being·able·to· hu[l~aihinimlimof6.68 lakh MT of paddy .· · · ·· ·· · · 

. duriiigtf\e siaid period:: As·this paddy:was got hulled thrmighthe private 
ageilts/th~_: Gompany·paid=avoidabl:e hl1Hing ·charges of Rs.'l ,3,35 •cror'eto".~.· o " · 

'the.priyate'fiulling agents. . - i ' . ' •. .• . . .,· ' ' .. · .. 
- ', ' : - .· 

The :Con1pany ;stat~d (October ,2009} ~hat lmllif1g ,of paddy' in MRMs' was ' .. . 
.. incr~ased ~or ci~creased depenciing o()nthe overall:·stock position, . tile .fact ..... ·· 

remained thatthe Company had· sufficient paddy 'stoek'but could not uti lise·- the·'· 
M.RM facilities'due·to excess downtime, a controllable factor .. 

:.,'.;. 

· (;) the. ~tate '(Jovernmeiltnad ·fixed the out~tunt ratlo for coiwer~ion. ofpaddy .· 
- at .67 per cent for rawri~e and 68 -per 'cent for boiled rice: Audit rioticed 
· that the average-otiHu~n office ·obtained in MRlVt rapged between. 54.4-

.. . and66.7peiceni in respecfof raw rice and 62;9 to 65:9per cel1t in respect . 
ofboiled ri¢e. The low ouMurn translated intcdoss of7,0I6.45MTofrice 
'valued~~onseryatively. atRs:7.60··_cfore .• The C()mpimy··had ·not analysed_, 

· .. the.reasonsforlow;oufturn; -~ · ·" · 

·2.2.27 The milling poifcyofeachKMS envisaged afuinimumperiod of two.· 
. months focst0rage of padd)r. As on 31 March 2609,. the Company had 265 

god owns (205/66 OV\fl1/hired .. godowns with a' capacity to handle. 6;54 lakh MT 
and 1 ~86 · hikh MT respettively) situate_d aU over the State·with a-capacity of 
8,40,400 .l\1T." iTile Company, durlni 2004-08, handled I, 78;5 I ,954: MT of. 
food.grairis arid<inctirred ~sAl .24 ·cnm~ on storage including Rs:1J,70• crore . 
paid for 60 ·hii"ed godowns. · · 

· Auditobserved'deficiencies i~ storage manage~en(decisions~ 
,., @ Withth~. p{ monthly average quantity handled by.the· Companyof.7.44.. . . 

.• _.jakhMTaiJd th€! Company's ownstbragecapacitybeing-.6~-54 lakhMT, the, .-·. ···' c·. 

·· ·: . Con1pany: ~nouklhav~ ,restriCted hirh1g.ofthe 'gQdq\Xns to hal) die stores to·· 
.... the extent o'f 0.90Jakh. MT.: Hqw~ver, the Ccmjp.any.hired. god owns for 

· L86 lakh l\1T which ~esulted in. hir'Ing of excess space beyond its needs. _·_ . 

.. ® .. Mi~itnun1 procurementdurlngthe commencement of Kuruvai season 2007~08. ·. 
.. 1691 . 
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ReguRarisatimn of . . I 
excess storage loss of 
Rs.24.99 crore iirn 

.,· . I . 

violatimn of illoqnns. 

I !I 1 

. Audit Report (Commercial)for the year ended 31 March 2009 
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Consequently the Company incurn;d wasteful storage charges amounting 
to Rs.7.08crore during 2004-05 to 2007-08. 

The Company constructed (March 2007) 22 gunny godowns (500 MT · 
each) at a cost of Rs.1.22 crore at various. places in the State, violating the 
delegation of powers by splitting the works to avoid approval by the 
Board. These godowns are yet {August 2009) to be put to any beneficial 
use, therefore the expenditure of Rs.1.22 crore incurred towards 
construction of godow1,1s remained unproductive. . · 

The Company stated (October 2009). that it had obtained the State Level 
Co-ordination Committee's clearance in September 2000 for the construction 
of eight godowns. H further stated that as the regular godowns could not be 
fully utilised, the construction of gunny godowns. was taken up. The reply is 
not correct as the State ·Government, in December 2002, required the 
Company to furnish the final outcome of the discussion made with Tamil 
Nadu Warehousing Corporation regarding construction of these godowns. 
Audit noticed that gunnies were stored .in all the regular godowns only and 
hence tlhe construction of exclusive gun·ny godowns lacked justification. 

Abnormal losses iuo storage 

2.2.28 ,During storage, the food grains undergo weight reduction owing to 
causes like driage, different modes of weighment during receipt and issue, 
multiple handling, spillages etc. The Company, in adopting GOI norms for 
regularisation o(storageloss, fixed {January 2005) that for every decrease of 

· one per cent in moisture, ,the loss in weight should be reckoned as 
0.25 per cent. 

The Company was facing abnormal storage losses of more than one per cent. 
The ComJPany constituted (August 2005) a committee to study the proposals 
for regularisation /recovery. The committee regularised 41,624.197 MT Of 
losses in storage relating to three KMS . upto 2006-07, citing •longer storage. 
period, drop in moisture etc., and ordered recovery from the employees only 

· for a quantity of 1,312.03 MT valued at Rs.l.13 crore. 

A review of regularisation proposals indicated that: 

o the quantity regularised by the Committee was 41,624 MT of paddy 
pertaining to KMS 2004-05 to 2006-07. For this quantity, the percentage 
of storage loss was two to four per cent arid the moisture content was 
between 17 and 20 per cent. As this quantity does not fulfill the norms 
prescribed by GOI, sucll losses regularised in excess ofnorms amounted to 
-Rs.24.99 crore. 

(!) ·the Company adopted earlier. norms issued iri 1993 (more than one per 
cent) fo.r the regularisation of storage loss ofl2, 799.656 MT involving an 
amount of Rs.9.45 crore for KMS 2006-07 also, which was in 
contravention ofthe approved norms. 

o the Company attributed higher driage loss of paddy to the long storage 
period without any scientific study. Hence, the veracity of data compiled 
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·. and adoptea for. regularisation of·storage •loss could :not be erisur~d in 
··AudiL 

e~ even after flnalisation ofrecovery a·fRs.5.04 crore by the Headquarters 6f 
the Compa~;uy, there was~ no follow up of recovery at the regional level 
from persons transferred to other regions/retire~ as per the Company's ~. 

~ ~ policy; · 

Th~ Company stated (October 2009) that~the storage loss beyond. pe~missible 
limit was unavbidable due to longer storage period and stotage.of paddy in 

~ unsCientific god owns/cover and plinth storage. The reply is not convincing as 
~these factors were considered. while fixing the storage. loss norms by the 

Company. ~A,.udtit recommends thattlie Company mus~ take decisions early to~ 
· recover the losses as per extant rules~ · 

~Non'"utiiisation. ofinfrast~ructure aeatedfor bett~rfood grain malullgement 

~ ~ .· ~ 2.2.29 .TheGoinpanyentelred (August2.oo6) in to an_agreement·vviththe FCI 
· to implement h1tegrated Information ·System for- Food Grain J\1anagement at a 
· c·ost of Rs.5.72 crore which was given as a grant·~. The project envisaged 

linking all godowns and31 regional offices to Headquarters to obtainonline 
details of stock position ofany godoWn aLa .given_point o(time. , These . 
systems (hardware . and software) were supplied during 2007 to various ~ ~ 
godlowns. ·~~~ ht 'addition, tlhe Company had created a«;lditional infmstructure 

~ vaii.iedat Rs.O.S8 cmre. However, the Company is~yetto make the changes to 
suit its requireiTie~t and thus; ,-the facilities created at a cost of Rs.6:30 crore 
remained idle (October 2009) andtheobjectiveforwltich~it \Vas·contemplated. 
was yet to be achieved. ~ . ~ . ~ 

' 

·~ The ~Company· stated· (October : 2009) that· action. is ~~being taken to 
operationalise the hardware/software through~ outsourcilig. ~ However, the fact 

. remained that 'thes(: systems, which were installed in 2007 are yet to be~ 
operationalisea': .The deCision to out~ource indicates· inadequate planning in 
execution of project oil Integrated Information System for Food Grain 
Man~gement. · · ~ · 

2.2.~~ The tra~sportation of'PQS.c611ilmodities involves transport of paddy 
from Direct Procurement Centres (DPC), liftment of rice from FCI ~_torage 
points to its owri/ hired godowns, transportation of commodities \vithln the 
regions and transportation of PDS and. other commodities to its retail outlets 
and Noon Meal Centres. . 

Based on the ~uotatiomr(~egio~ wise )received, the Company evaluated the 
rates offered arid awarded transport contracts to t~e lowest tenderer. The 
Company mcived · 169:55 lakh MT of foodgrains during the period from 
2004:-05to 2007,:08 and incurreqtransportation,:charges ofRs.535.83 crore. 

; ' .-·., - . . . . -: ·;-, 
- - . . -

.Audit observed ~ deficiencies in award of contracts and movement . of 
~ cominqdities in, test checked regions: 
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Failure to move 
maximum stock from 
nearest FCI depots 
resulted in extra 
expenditu re of 
Rs. I . 77 crore. 

Audit Report (Commercial) for the year ended 3 I March 2009 

• Whi le awarding the transport contracts for 2006-07, the Company failed 
to ascertain the reasons for abnormal increase ( ranging from 20 to 63 per 
cent) in the rates offered by 31 regional contractors even after reckoning 
the escalation cost in the price of diesel as compared to the previous year. 
This has resu lted in avoidable extra expenditure of Rs.2.24 crore. 

• Failure to move maximum stock of 3.71 lakh MT from nearest FCI depots 
(Egmore, Sembanarkoil, Arakkonam and A vadi) to its own godowns in 
Chennai North/South, Nagapattinam, Tiruvallur and Kanch ipuram regions 
during 2004-05 to 2007-08 had resulted in an avoidable extra expenditure 
of Rs. l. 77 crore on account of movement of foodgrains from the farthest 
points. 

The Company stated (October 2009) that the FCI issued release orders 
according to the availability of quantum of stock and further stated that 
detailed instructions have been issued to minimise expenditure on 
transportation by advance planning and in consultation with FCI officials. 

Performance of Fair Price Shops 

2.2.31 The goal of the Public Distribution System is to ensure food security to 
all citizens, by making available essential commodities through fair price 
shops. The Company supplemented the role of co-operatives (28,849 shops) 
by operating I, 187 shops (1 ,097 full shops and 90 part time shops) as on 31 
March 2009. 

Audit observed in three regions test checked the average loss per shop run by 
the Company during the review period ranged between Rs.61 ,304 and 
Rs.1 ,73,937 per annum, against the loss for co-operative FPS which ranged 
between Rs.15, 136 and Rs.49,554 per annum. The matter was commented in 
Paragraph No.3.1.5.1 of the CAG's Audit Report (Civil) 2000- Government of 
Tamil Nadu. However, no concrete step had been taken so far to contain the 
deficit. 

The Company admitted (October 2009) the fact and attributed the same to 
high establishment cost. 

Irregularities in Fair Price Shops 

2.2.32 Each Regional Manager was to conduct periodical inspection of the 
Fair Price Shops to prevent malpractices and irregularities. The Company also 
issued instructions to this effect but was not effectively complied with by any 
of the regional heads. Vigi lance cell of the Company inspected FPS and 
detected cases of irregularities as given below: 

2004-05 890 888 16.27 

2005-06 959 1,226 42.38 
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2006~07 1,489~ 

1,3 

TOT AlL 

Audit furtherrioticed: 

·: ,. 

97.15 

65.92 

. 135.08 

356.80 

\-' 

.® there w~r~ differences l:ietween the· quantitY': <;>f rice lifted as per the 
. Company}ecords (133.74 lakh M}') and th~ quantity of rice lifted as per 
. Commiss~bner'ofCivil Supplies {CCS) (f:24.98Jakh MT) duting the year 
2004-05. 'to 2007-08. The q·uantity of rice as,.p,er Company's records was 
always more thari the quantity mentioned·:ht);:cs records. The Company 
had notevolv~d any mechanism for recondilaiion. 

t!) failure to_ cqlh!ct coupons froili co-operati~e··~otieties as a proof of supply 
:of rice to the beneficiaries under SdRY s.cheme upto March 2009 for a 
qJJantity of l4,9J6 MT of rice indicates absence of control mechanism in 

. supply ofrice. 'cJ~:.:;.•J• . . . 

Fu;mctiouoing ofD~partmentalSiores 

· :2'.2.33 The Companywas operating 26Amudham Departmental.Stonis (ADS) 
in the districts of ChennaL (22) and Cugdalore·:(four) to make available non.:. 

·ration commodities (groceries.and beverages) at a reasonable price with a low 
profit margin. The working results of Am(for the last four years ended 
March 2008 are indicated in tne Annnntexllllrte-13~ :, 

Audit noticed: 

® fixed cost i e., the establishment cost an'd: 1;1drriinistrative cost showed a 
. steady increase during· the 'years 2004;;.05 to. 2007-08 resulting in an over 

all cash loss of Rs.l.59· crore which. is claimed ,as subsidy from the State 
· Government even though the. same was not eligible for claiming PDS 
subsidy~ 

• till out of 26 ADS in operation, 20 shops (17 in Chennai and 3 in Cuddalore) 
had riot earned profit i'n any of the years from 2005-09. · The losses were 
due to low turnover and meagre profit margin coupled with· h.igh 
administrative cost. 21 out of 26 ADS co·uld not .achieve the sales targets 
in any of the years and as a result; .the net loss increased from Rs.8.83 lakh 

· . ·• in 2004-05 to Rs.l.l3 crore in 2007 -08; 

The ·company;s claim (October 2009) that it was running these shops to have 
market, intervention. is not convincing as ADS shops are only in two regions 
and their role in:the local market is insignificant. Audit recommends that . . 

. appropriate action may be tak<:m either for improving the performance or close 
down unviable shops. 
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Supply of commodities to noon meal centres 

2.2.34 The Company has been implementing various welfare schemes viz., 
supply of essential commodities to noon meal centers under PTMGRNMP. 
As per the directions (August and September 2003) of the Government. the 
Company fixed the economic cost iri respect of commodities supplied to 
PTMGRNMP based on the average purchase rate in the previous year. 
Subsequently, the Company sought (May 2007) approval of the Government 
to claim based on the actual cost for the respective years from 2007-08. 
Though the Government directed (April 2008) to submit separate prqposa ls for 
claiming differential costs, the Company had not forwarded any revi sed 
proposal for the year 2007-08 but adopted the old formula. Thus, failure of 
the Company to comply with the directions of the Government/Board of 
Directors had inflated food subsidy to the extent of Rs.37.59 crore for the 
years 2007-2008 and 2008-09. 

2.2.35 Internal controls are tools which contribute to efficient and effective 
management of any Organisation. The internal control system in the 
Company was deficient because it did not ensure: 

• reconciliation of long pending items (more than three years) in Bank 
Reconciliation Statement with regard to unidentified debits and credits; 

• rendition of information to the management regarding pendency in 
rec.overy of penalties levied against the employees towards storage loss 
and outstanding claims; 

• review of pending legal cases by the top management as year-wise break 
up of cases region-wise as well as at Head office were not maintained; 

• review of expenditure incurred on civil works including repairs and 
maintenance. A case of irregular payment for incomplete works 
amounting to Rs.9.85 lakh was noticed in Thanjavur region during 
November 2007 to January 2008. 

• adequacy of system of obtaining regular balance confirmation in respect of 
receivable/payable and reviewing policies and procedures for reduc ing 
operational expenditure; and 

• updating of the functional manuals relating to procurement, processing, 
storage, accounting and audit. 

Audit recommends for strengthening of internal control system in various 
areas of operations. 

2.2.36 The Company had its own internal audit wing headed by Senior 
Manager under the over all control of the Financial Adviser and Chief 
Accounts Officer, to whom reports of internal audit findings are submitted. 

Audit noticed a large number of pending objections (9,752) which included 
2,922 objections valuing Rs.58.73 crore pending settlement for more than 
three years. 
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a. · Th-e· internal-Wing lsJieaClec(by ;the~:Einandar Advisdr.aJ1d tniefAccounts 
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Tamil Nadu State Marketing Corporation Limited 
(Company) has the excltuive privilege of wholesale 
supply and retail vending of Indian Made Foreign 
Uquor (IMFL) in the State. IMFL is procured and 
distributed through its 41 depots across Ttunil 
Nadu. The turnover of the Company was over 
Rs./0,000 crore and the Company was paying 
various duties, taxes, fee etc. To lun•e better 
inventory control, disseminate timely information to 
the management, lllpply chain management and to 
ensure safety of tire data at depots, the Company 
had computeri1ed operation.~ of all the 41 depots i11 
FoxPro based application a11d the suppliers bill 
processing at Corporate office in Oracle bused 
application i11 1998. Tire Compa11y decided to 
upgrade tire hardware and sojtlvare to Oracle 
platform in three phases (September 2001). 

Pltuinlng 
The Comp~~ny did not plan the up-gradatio11 to 
Oracle plmform in a synchronised man11er and 
there were delays in finalisation of tender and the 
selection of <ll'endor in first two phases. The 
Company is yet to start Phase Ill of implementation 
at 16 depots which an stiU working with old 
software application. 

Sklhu ofc~,. 
Despite thaJ there was no connectivity established 
betweerr the depots & SRM offices a11d Company & 
Prohibition and Excise Department, tire contractor 
K'as paid tire full amount of contract. 

SRM offices per force prepared their report a11d 
sent it to the corporate office in Excel sheets. 
The Company did not have trained personnel to 
man the system atrd was dependent on tire 
software del•elopers. 

Syst11r1 d11lgn 
Audit 11oticed deficiencies in software design 
leading to neceuity of manual interventions by 
paHing the system. The deficiencies were 
noticed in mapping of accounting policies, tax 
laws and linldng of master stock registers with 
plry~icalltock. 

Othtr df/lcllnCIII 
The software was found deficient in tire areas of 
input, proress and output controls, ensuring date 
and time logic in the invoices, standardisation of 
tire coding, mlidation aru:l integration of data. 
Tire Company did not have long term IT plan or 
policy. 

Co~telwlon 
The Company failed to evolve a long term JT 
Plan with duly documented performance 
indicators. There was no in-house expertise to 
rectify the deficiencies in the software. The 
Company agreed to strengthe11 the system 

2.3.1 Tamil Nadu State Marketing Corporation Limited (Company) was 
incorporated in 1983 under the Companies Act, 1956 with Registered Office at 
Chennai. The Company has been granted the exclusive privilege of wholesale 
and retail vending of IMFL for the entire State of Tamil Nadu. The Company 
procures IMFL (including Scotch whisky) and BEER from various 
manufacturers and distributes the stocks through 41 depots situated in different 
parts of the State. 
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2."3;2- The M~magi~g Director, assisted . by -th~e_e functional Chief General 
Managers/Gen~ral Managers &t Corporate Offic;e, is- -the Chief Executive. In . · 
th.e field, then! -are five Senior~RegionaL Managers (SRNl)assisted by 33 
District Managei's(DM) managing 41 Qepots. There were 6,706 tetailvending
shop~ under the control of OMs as ·on 3 i March 2009. The procurement 
orders' are -_pn~cessed centrally. at .Ccirporate Offi¢e and delivered -by the 

. suppHers at.vaHous-depots which, -in turri,distribute.to the retail shops and 
directly sdl toJhe clubs and hotels. The entire inventory inanagement was 

. mo~itored thrd,ugh specially designed software called G~do\v~ Mbnitoring 

. System (GMS): ·. . . 

2.3.3 To com1e.ct all the depots with the SRM Offices as well as with the-.. 
'corporate-Office by a co1nputerised network, the C:ompany- entered into-an · ··-
agreement with, M/s Broadlirte Computer Systems ill OCtober I 997 to study 
the user, reqUirement, sugg~st the required hardwar~, aevelopl, install and 
implement the':software and train its' empioyees within six months from the 
date ofthe agr~ement.The Workwas completed in 1998. - .. 

Later -the Company- decidecf (Sep~ember .2001)- to upgrade the ex1stmg 
hardware and·softwan~ (in FoxPro) to OraCle in a phased 'mann·er to improve 
inventory: man~gell1ent .and ensure th~ ·data. security at the depots. The same 

- was:•endorsed by the Governmehtvide its Pqlicy Note of the Prohibition &-
ExciseDepartmentfortheyear2.002~2003~ - - . ,_ •. :' ;, 

' . ·.· .]. -.. . .·. ·- ... · . 

2.3.4 A ·- c~niprehensiv~ - review .of ;planning arid implementation of 
- Computerisatidn ofthe Company was taken 'up to check whether: - ' 

. ' . - . . ' - : .. '. ., . . ~ -· 

~~~ computerisation. was carried out ·. as _planned arid catered to the 
· requirements; _ . _ - . -

.· @ - the c~nlputerisation could. achieve. the projected objectives. wi'thout 
ei-rors· ' 

_. '.:' 
- e:'. the controlswere inplace-andworking; · . _ _ _ 
- ® - the integrity, security and confidentiality ofthedata was ensured; and 

·. @ bu~iness continuity plan arid disaster recovery management were 111 

place. · · 

,. 

1. 'brderi~g Processirig-Syst~m 2. Quality Monitaring System 3. Bill Processing 
System 4. Stock Monitoring System 5. Regional Office Information System and 6. 

'FinanCial Accounting System - · . 
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2.3~5 The focus was ori conceptualisation and execution of the -project with .· 
special reference to 'Godown Monitoring System (OMS)' for the period from·· 
April2006_to March 2009. The methodologyof audit involved:-.· 

• \1) .col!ection ofbackgr<mnd information about the system; 
f1l. · revkw ofSystemd~cumentation and processes; and 
o analysis of data -through CAA Ts; 

23.6 Indian Audit and Ac.tounts pepartment acknowiedges the cooperation. 
of the· Prohibition and Excise Department arid the Company in providing · 

·. records and information. In the entry,conference held ori 16tn Februm")"20M; 
·the Management was briefed of the audit objectives' and meth9dology. On 

completion of audit, em exit conference was held on 20th October 2009 and the · 
audit findings were dis<;.ussed with the Management The· views expressed by· · 

. the Management on the.audit findings have been incorporated appropriately in·· 
this report. 

2.3.7 Any system develo'pment includes aconceptt1aL. plan, detafledsystem .. 
study, formulation of system requirement specifications matching the user_ 

.. requirement specifications and a comprehensive system design d()CUment. _. . 

· Lack of Planning 
. . 

· 2.3.8 The. Company decided (S(!pt~mber 2001) to · upgrade. the ·existing .. ·· 
software from FoxPro to Oracle platform in phased mariner. However, the 
tenders for upgradation iri. I 0 depots under Phase I was called for pnly in.·. 
December 2002 and the ·orders were placed on M/s Broad-line Computer ·. · 
Systems in March 2004 ·for supply of both hardware and software. This ; 
upgradation was completed in Marcil 2005, after a: delay of42 ·mQnths. . . 
Similarly, it was· decided (April 2004).to upgrade the. riexfl5 d~pots und~r ~ · _ 
Phasdi. The orders were placed with M/s HCLfor the supply <md instaJiation 
of hardware and. M/s Broa,dline Computer Systems fof software as late as in 
February and April 2007 respectively, The work in Phase II was completed_ in 
July 2008 after 51 months, mainly on account of delay in finalisatiol1 ()f· 

tenders coupled with delay ih procuring Oracle software. Phase m involving · 
the remaining 16 depots, is yet· to be taken up and the process of upgradation 

· remains· incomplete. This indicated deficient planning and the C()mpany 'had 
not laid down any 'road map an(! time frame for 'Implementation of the 
upgradation programme. The Company is -stilL working with dual software~ 
The Company, while admitting (November 2009) the facts, 'attributed th~'. 
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_ delay to--dectricalrelated problems in depots ·and administrative delay to 
. comply with

1
the Govermnent guideli11es . . . . . 

·-· - .. ··-· - -. . -- .. ' .. 

, The reply c~(tne Company- could not t)e .acc1pted as the reasons were' known -. 
and should have been deahwith even befor~ the~plarynlng stage. ·_ ·_ 

. ·.- -- . - ·- - . .:.::,.·· --- - --- .• . . ~-··. ·. ·.-- . 

--' ·- ... 

. __ 2.3.9-_)t WJlS envisagedinthe-.agreeJhent·(c)<;t~ber_l991) w_ith M/s Broaclline · 
~ComrmterSystems to develop and iiriplenientthe software in3'7 depots andS . 

.. ·.· SRM offices in .• Foxpro platform: However,. it wa$ noticed Jhat rio such. 
_ __ . ; software ~a:s Being us~d:. in :the .sRM OfHces~ .fhere was -no connectivity. 
... · •---.. between Depots and SRM Offices (Se(Jtember 2009) also." The payment to_ 

M/s Broadline Computer Systems was made in·: full-as there- was .no price: 
~reak-up in

1

the.agteement for the computerisatio~ '<;()mpone'nf_ pertaining to 
__ . SRM'office~. in theabsenceof such software, the SRM Offices are preparing· 

the required reports and forwarding them to CorporateOfficein Ex<;el sheets. --

-_:The Com pa~y' in its reply ,-~stated : G~tigus~fNov~m b~~ 2009); that- the- F oxPro 
softWare ~ilS developed and 'installed at .SRM Officesas -welll)ut was not,in_ . 

. --_ use since the- computers had beGOITle outdated anQ -l)~cessary steps would b~ .· 
takeri·for-installa~ion.ofainenged software~ .The reply ofthe Company is not. 
acceptable as the ~am:e -lotoLcmnputer systemsare still working in FoxPro 
environmentin 1'6locations identified tor Phase. In. qpgradation, Also,_ test 
check in the SRM: Office at Chennai: did riot-- indicate any such sooftware or-·. 
datahase having been used.· · · · ·· · · · · . · 

- ! . 

_ Continueq_depemlence o~ software developer 

2.i10 T~e· Company_had -not -formulated aliy IT Policy and there w(ls no• . 
__ separate~ Wing in the Corporate Office supp()rted . by 'qualified personnel: . 
-· Further it »'as· noticed :that the: staff of the Go)ilpany -were not adequately' 

< .cirained to operate and-maiotclin the,system~ Thisresultedinover dependence 
.. ;<:m·-_thesoft\Yare -developer and the_ CoiTlpal_ly-c'auld not ensure ·accoimtability 

' •. for:the defici_encies of the:softw~re as ~tated in the following paragraphs. . . • 

_ ·.To ove~col11e the pitJblems facea•by the.depots;Jt was _decided (June 1998) . to·, . 
deploy one' programmer each in five SRM. Offices through the software 

; _- dev~loper to .guide· and assistthe depot staffs in operation of the computerised .· 
. · .. system.for a period· of three months,. However, the engagement of the seven ·_. 

programmers -was still (September2009} continued:· This. indicated -continued 
-_-. dependence on the software developer even after implementation. < · · · . -.· _ 

. - ": ~ " - - . - - .~- -' . . . . . . - . : ~ . . -·. . . . . - - -- ~ 

The Company in its reply (Augusf2009) accepted the factthat it did not have . 
the trainedstaffto operatethe system.andhenc~ the dependence on tlie'hired' 
programmers .. It is- statedthatthe Company could .have trained· its staf{ in~tead 
of. relying upon an outsider for its day-to-day~ op,erations for' more than 11 

<- •••••.• - • • ··- -- • ' - < ' 

·years .. ·. 

• Connectivity between the Companyaml ti1eAdmhristrative Department 

2i3.H In_ order to. modernise the excise administration, inter-connectivity · 
between the Prohibition and Excise Department (P&E) and Company- was 
consider~d! essential. . Hence ~"_c()mprehehsive plan of; networking was 
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prepared in 2002. A payment of Rs.4.54 lakh was also made to M/s Broad line 
Computer Systems for developing software for inter-connectivity as well as 
for MIS purposes between the Company and the P&E Department at 
Secretariat along with tele-conferencing facility. 

However, it was seen that there was no trace in the system for installation of 
such MIS software and the inter-connectivity was not supported by any data 
transmission during these years. In this context, it was also noticed that for 
this purpose, one programmer and one data entry operator were deputed to 
P&E Department (through outsourcing) by the Company from August 2002 
onwards and the entire salary of these personnel was borne by the Company. 
In the absence of connectivity and flow of data from the Company to the 
department and vice versa for MIS purposes, the deployment of two personnel 
at P&E Department and payment of Rs.2.40 lakh annually from August 2002 
by the Company lacked justification. Necessary action is to be taken for either 
establishing the connectivity or the Company should withdraw such support 
through outsourced personnel. 

The Company stated (November 2009) that the payment to the software 
developer was not made for this purpose. The reply was, however, factually 
incorrect as the payment in this regard was made in two instalments of Rs.2.27 
lakh each on 29.7.2002 and 9.1.2003 apart from incurring Rs.2.40 lakh 
annually for the outsourced personnel. 

2.3.12 Deficiencies in the software design leading to manual interventions by
passing the 'Godown Monitoring System (GMS)' were noticed in the 
following cases: 

Mapping of Accounting Policy 

2.3.13 To support the accounting policy relating to inventory management on 
first in and first out, the batch number and date of manufacture must be 
entered at the receipt point in Goods Receipt Acknowledgement (GRA)2 and 
at the selling point (Invoices to Clubs and Hotels /Stock transfer invoices to 
retail vending shops). However, it was observed that: 

• GRA module had a provision to capture details of only one batch for 
an item. It could not do so if there were multiple batches for a 
particular item. 

• the sale invoices do not have the provision to capture the batch detai ls 
as well as GRA Numbers 

This indicated improper mapping of business processes. In the absence of 
this, the age wise inventory, demurrage collectable on stock over 90 days, 
sediment stock, if any, were not ascertainable through the system. 

The Company (November 2009) stated that action would be taken to feed 
batch details in the system. Further, it stated that FIFO system is adopted in 
respect of physical movement of stock. However, the same could not be 

2 Primary document to account for the receipt of goods at depots. 
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substantiated t~rough the syst~m in the ·absence ofGRA numbers and Batch 
numbers ofthe p~oduct in the invoices. 

Lab report . 

2.3.14 As a part 'of Quality Monitoring System, the software was designed to 
capture the detai.ls of Quality Report either from the. local Suppliers or the 
Government Lab :in case of import ofiMFL from other states/countries. It was 
seen that these·details were not captured in the system. An attempt was made 
by audit to enter 1the relevant data in the system and the system showed "Run 
TiJITie Error" whi~h indicated bugs in the: software. Due to this deficiency, the 
users could not make any entry in this regard. 

The Company, in its reply (November 2009), stated that all the consignments 
were subjected tq lab test at supplier's point. It is, however, suggested that this 
fact may further! be substantiated throu'gh. a proper entry in the database, as 
envisaged, to ens~re quality monitoring through the system. .. 

Mapping of Tax ~aws 
· 2;3.15 As per the section 206C read with section 2888 of Income Tax Act, 
the Company has to collect tax on sale· of liquor to clubs and hotels and any 

. amount payable under this Act should be rounded off to the nearest multiple of 
ten rupees. 

It was, however,1observed that the software rounded offthe tax component to 
· thenext higher rupee instead ofto the nearest multiplc;coften rupees indicating 

incorrect mapping of tax laws in the. software. This has resulted in excess 
·collection of Rs. 91,753 tlhwugh 25,896 invoices and short collection of 
Rs.22,B8 through 11,446 invoices during the years2Q07-08 to 2008-09 and 
thenet amounthas been remitted to theJncome.Taxbepartment. 

The Company, while admitting the observation, stated (November 2009) that 
the software would be suitably modified. ' . 

· Lin/king of Master Stock Register with:_f.!ty$icalJ{erification module 
' ' '.. . . ,· . -

2.3.Ui The Clo.sing stock at the end of the each day is generated through 
Master Stock Register· (MSR). This .has ·been linked with Physical· 
Verification Exc~ss Entry Module (PVEEM) as opening stock of the next day. 
Further, the· PVEEM has an edit option whereby the excess stock found ori 
physical verification, if imy, could be accounted by directly updating the stock 
in the MSR. Tile software system design as stated above is not correct to 
ensure the independence hu physical verification, This. indicated deficiency in 
the system design. Incidentally; an a:ttempfwas made in audit to overwrite 
the opening stockthrough PVEEM andthe system accepted the entry, thereby, 

. indicating the possibility oft<Jmpering with the records in MSR. 

2.3J. 7 Input contwls and validation checks ensure the completeness, accuracy 
arid reHabHity of the data. The deficiencies iru this regard are detailed below. 
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Continuity in system generated numbers 

2.3.18 The- Indent numbers, GRA numbers and Invoice numbers were 
generated through the system automatically and hence the continuity of the 
numbers was required to be ensured. Data analysis showed that there was no 
continuity in such numbers during the yeats 2006~07 to 2008~09 as detailed 
below. 

UNDENTS 174 .224 

GRA 1,270 n,464 

INVOICE 3,281 6,610 

Apparently these were cancelled. Th~re was no audit trail to watch the reason 
for such cancellation and no system was in place to prepare exception report to 
watch the correctness for such cancellation. 

On this being pointed out, the Company stated that (November 2009) missing 
· Indents/GRA/Invoices were due to the system failure and data entry error 
during preparation of invoices. It further stated that suitable instructiolls 
would be- given to minimise the cancellation and also record the reasons 
thereon in the log book maintained for the purpose. 

It is suggested thaUnstead of resorting to cancellation and removal of the 
defective entries suitable indicators or flags may be added to such records by 
recording reasons thereon to have a fair audit trail through the system. 

Breakage Loss 

2.3.19 Losses due to breakages while handling the goods in the depot were 
collected from the contractors on real time basis. However, it was observed 
that the Company was accounting the breakage loss on ad·hoc basis. It is 
evident from the illustrative case mentioned below: . 

In a depoe, 600 cases of Day Night Brandy~Medium~l 80ml were taken into 
stock accounrthrough ORA No.G01047067 dated 08; 11.2005. Being a fast 
moving item, the product was procured on 66 occasion-s between November 
2005 and July 2007 and issues were made during the period in various lot 
quantities. However, 205 bottles, that broke while handling on various 
occasions (69 events) during the same period, were treated as "Breakage Loss" 
against the goods received on the above mentioned GRA which was dated in 
November 2005. 

The Corripany admitted ~he fact (November 2009) and stated that the selection 
of GRA is optional and the data entry operator selected this ORA by mistake 
for the loss of same brand/pack size. This clearly indicated the deficient input 
control for the data (though optional) entered into the system while accounting 
for breakages. 

3. u _Ail1f:>attur~l Depot 
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. Coding of Master Database · 

2.3:20-The ca'd~~ were _1:1ssigned without following any standard rules/~orms 
applicable ·for· t~e data design .and · structutt;._ .· This indicated absence of ... 

·validation checks in the software as detailed below: 

(a). ·the s~stem accepted -~nt~y of bank cod~s\vith. lesser number ~r 
. . charactersJnari the defined l~ngth; . - . .. . 

(b) . 

· -(cf 

.Th~--!~ngthofthe c~stoJ1le; ~od~ d~fi~ed :inthldepot database -and 
the corporate data base were''.different . This incompatibility · -
~~priv*d the. corporate office from dil:ectly generating any report 
on customers; ' 

There; was no ·uniformity in.the Codes, names and addresses of 
Clubs: and .Hotels inaintain~d by the Company :and thafofthe P&E.· 
Department.-The Hcense number 'assigned.to Ciubs and-Hotels by-. 
the P&E department is unjque 

0 

and the same- should have been 
adopted by theCo_mpany; to enable verification of sales "made to a 

. . . ·particular license holder; -_ · · · · · . · · , . ··. . . 

The.Ccimpany; in its· reply~(November·2009),. stated __ .thatthe·validity of the 
licens~.is ens~;~red by the Excise Supervisory -Officer (ESO) at the-depots. 
However, it is reiterated that standiudised formats would enable ~monitoring 
such licenses thr9ugh the system and avoid human' errors .... 

Sali( (}/ iiems.whic/8 )i!er(! nf}t(Jn tjtogk ~ -· 

· 2~3.21 H was o~served.that th~ :foliowfng two .items. Were· invoiced as-sold 
. during:April-2006 and· March 2009 respectively. though these items were not 
-on stock during that period. ·- · · · · · · 

. . ' ·: ~· . -' . . ::- I ~ -::~- -- ' -

This indicated the· Jack oC~alidation checks in the software .to warn while 
·jJJvoicingthe· ite'ms'wbiCh we.r~·not on stock, His po~sibie.thatthe.depot sold 
a partiCular itetn butre~orded ·as· having sold. another_ item. The values: of the · 

· .-two•items neeo not be-the same. -Therefore;-the lack ofthis·control could lead 
·to lricorrect revehueJothe_Col1lpany. . . . . - . 

. -- - . . . -- -- - . 

· Th~ Company,.,in:its reply {November2009) adrri.itting the omission; stated. 
that. the two instances are negligibh!· while comparing the- volume of the 

···mins~ctions.Thereply isn()t acceptable as a validation checkc)n· available· 
stock . wouid avoid generation. of. incorrect invoices and accounting for 
incorrect revenue. . 

.-!·-
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Sales to the customers without verifyi11g validity of /icellces 

2.3.22 Invoices to the customers4 were generated through the Retail Invoice 
Module by linking with the customer details. During data analysis in the 
Chennai Region, it was observed that invoices were issued to 76 customers 
flagged as " Inactive" during the period from April 2006 to January 2009. Test 
check (September 2009) revealed that system generated invoice for a closed 
shop. This indicated absence of necessary validation checks. Further analysis 
showed that the details of renewal of licences had not been updated in the 
system. 

The Company, in its reply (November 2009) admitting the fact, stated that it 
would modify the software suitably to give alert message wh ile generating the 
invoices against expired licenses/ closed retail vending shops. 

Tra11sport Permit 

2.3.23 As per the extant rules, liquor cannot be transported without a proper 
transport permit indicating the quantity and item of liquor. Further, as per the 
procedure in vogue, only one invoice should be raised per customer per day. 
Hence, the software was designed in such a way that only one transport permit 
can be generated for one shop against one invoice on the same day. It was, 
however, observed that the system allowed generation of more than one 
invoice per retail vending shop on a given day indicating deficient business 
mappmg. 

In view of this, if more than one invoice was prepared as stated above, the 
quantities relating to second invoice were being written manually in the 
transport permit already generated by the system. 

During data analysis of depots in Chennai Region for the years 2006-07 to 
2008-09, it was found that in 22,490 out of 2, 19,396 cases, no separate 
transport permits were issued through the system for the goods sent from the 
depots to Retail Vending Shops. 

The Company, in its reply, admitted the omission and stated (November 2009) 
that such controls would be strictly implemented in future . 

Vehicle ullloadillg Report 

2.3.24 In o rder to monitor the unloading process at the depots of the goods 
received from the suppliers, a report is generated through the system on daily 
basis. A review of the report revealed the following deficiencies: 

(a) The space for displaying the vehicle number in the report was 
insufficient and as a result the vehicle numbers were not displayed 
correctly. 

4 Retail Vending Shops, Clubs and Hotels 
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· (b) · · Theitime taken to unload was indicated incorrectly. For instance, 
the time taken for unloading is shown as 4;80 hours instead of 2 

. . .· I . ~ .. : .. . : . . . _. .-- . - . . . .- : • . - , . 

hours in respeqt of a unloading that co.minehcecl at 17;00 hours and 
· ended at 19.00 hours, ·. · · 

. (c) The! goods unloaded from ortecvehicle ·were clubbed with another· 
vehicle resulting in iricorrect:report generation. . 

Thus this repon:t; could not be utilised for effective monitoring of the waiting 
time for each \rehicle and the efficiency in unloading and reconciliation of 
stocks received supplier wise~ · · 

The Company admitted (November 2009) the facts and stated that it would. 
·.carry out the necessary correction in the software . 

. Other Repmrds •. 

2.3.25 The following discrepancies were ~lso notnc~d. 
' . ~ - . 

(a) The: dates in the report for monitoring the. collection details from 
the licensee were incorrectly displayed, Le., date. "1 0/02/2008'' in 
the .format 'dd/mm/yyyy' was displayed as 2 October 2008 in the 

I . ·-

report, . . . . . . . 
- I - • ' 

.· • . ·(b) .· Totalling errors were notice.d occasionally in exhibiting 'grand total 
· whHe generating stocktransfer invoices which we~e corrected later 
ori by taking duplicate copi~s of invoices:. . 

:Tiiis · clearly 1 indicated lacunae · in the . output controls and required 
modifications in the present software; The Company, in its reply (November 
2009), stated that the software would be modified acc.ordingly. 

. ' . --·- . . . -

Comparismto w:Uh aumual accounts figwes 

2.3.26 In. th~ pMS software, while receiving the goods·at godowns, ·ooods. 
·Received Acknowledgement (GRA} wa,s generated· with th~ name of the · 

sUpplier, indent number, invoice number, quantity n:~ceived in good condition, 
etc; The payments to suppliers were processed based on this document. The 
total· qmintity ·purchased as per the system Was compared with figures shown 
in the. am1mil: accounts for the years 2006-07 to .2008-09. The following 

.differences w~re noticed in. each year as detailed below which were yet to be 
reconciled .. 

~ i 
l 
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IMFL 27382579 27382694 115 
2006-07 

17629 10i Beer 17629 11 3 12 

IMFL 30926289 31043097 116808 
2007-08 

Beer 19866084 20 1067 10 240626 

JMFL 35748054 35746037 20 17 
2008-09 

Beer 2245443 1 2245473 1 300 

The Company in its reply (November 2009) attributed the difference on 
account of transfer of data twice by the depot I non transfer of correct data to 
Corporate Office and stated that the necessary reconciliation would be done in 
the ensuing years. 

Physical and Logical Controls 

2.3.27 It was noticed that 

• there was no password policy to regulate the access to the system. The 
access to the system was not controlled by user authentication 
procedures combined with proper access rights and authority levels. 

• there was no System Administrator to regulate the access to the system 
and there were no audit trail in the system for correction/modification 
carried out in the system and hence the authentication of modifications 
made in the data could not be ensured. 

• same user names and passwords were being used in all depots by all 
users 

• no tire-walls, intrusion detection system was installed. 
• the maintenance of GMS was outsourced to M/s. Broadline Computer 

Systems and the vital data stored in computers were accessible to them. 
This increased the risk to the data security. 

The Company, in its reply (November 2009), stated that instructions have 
been issued for proper maintenance of logbooks and steps are being taken to 
form a computer wing with qualified personnel at Corporate Office. 

Manual Interventions in system generated invoice numbers 

2.3.28 The invoice numbers were generated automatically in the 
chronological order by the system along with system date and time. 
However, on a test check of data pertaining to depot5, it was observed that in 
the invoices raised on 3rd January 2008 and 4th January 2008 for clubs and 

5 Thirumazhisai II Depot 
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hotels·, the . chrbnological order with reference to the time and dates was 
missing as d~tailed below: ... 

.2008-01-04 00:00 

S010253940 2008'-01-04 00:00 1 LIT 

Cunstomell" 
Code .. ·· 

0102668 

. 0102673 
. . 

727/TASMAC 

.620/TASMAC 

On a further sc~~tiny, it was found that the system dates were changed through 
manual intervention. Thus the data was vulnerable to manipulation. On a 
further analysis; ·so· instances of such modifications of system· dates through 
back end were noticed inJanuacy 2008 in the same depot. By correcting the 
system dates; the penalty leviable ·at the rate of Rs.lOOO- per day from the dctte 
of invoice to delivery date was av.oided to be colleCted from these customers. . 

the Com.pany,:in its reply (November2009), had adtnltt~d thatthe invoices 
. were prepared for the next day by changil1g the date in the system in order to 
cater to. the requirements of customers in. the Chennai region. The reply was 

· not acceptable :as any change in the 4ata at the back end would amount to 
tampering of data and could lead to frauds. 

Transmission of sales data to Corporate Office . · 

2.3.29 The dai:li sales figures from the Retail Shops through SRM and DM 
Offices were passed. over the telephone to the Corporate Office thus reliability 
~nd confidentiality ofthefacts.could not be assured. · · · · 

[twas also observed that the data froni depots is transmitted every day to the 
Corporate Office as text tiles/zip files :through internet .using personal e-mail 
IDs registered.~ith free mail ser.vicesj which would result in· data being stored 
in the foreign :server and thus possibility of external threats to data would 
increase. ··. It. is also required that after such transmission,. the data would be · 
frozen and could not be altered. On a sample analysis of data relating to 
invoices of a d~pot6 pertaining to the period from April 2006 to March 2009; 
variations in' . the number .. of records .. as well as. the value. of . such . 
transactions/invoices were notiCed. This indicated· corrections were done to 
the data maintained at the depots after transmission to the Corporate Office. 

6. . Ambattur II depot 
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The Company, in its reply (November 2009), stated that the instructions have 
been issued not to use personal e-mair ids for official purposes. However, it 
did not prescribe any alternate mode by which the data can be transmitted. 

Business Continuity and Disaster Recovery Planning 

2.3.30 With growing challenges and complexity of IT systems, every 
organisation should have a Business continuity plan to prioritise its key 
business processes, to identify significant threats and plan mitigation 
strategies. A documented backup policy involving storage both at on-site and 
off-site and regular restoration of back up data ts also essential. It was, 
however, observed that there existed no business continuity plan or backup 
policy in the Company. 

The Company, in its reply (November 2009), stated that necessary backup 
copies of Corporate Office data and the depot data are taken periodically and 
preserved in the Bank. However, audit observed that the backup was taken as 
one time measure in February 2009 relating to period from 1998. 

Modernisation and Improvement 

2.3.31 As a part of modernisation and improvement to the monitoring 
mechanism, the Government, in its Policy Notes 2003-04, 2006-07 and 
2007-08, had proposed to introduce a system of bar coding on IMFUBEER 
bottles and outer cartons and computerisation of the Company's Retail 
Vending Shops in a phased manner. This was planned to trace the product 
from the manufacturing unit to the Company's depot and further down to the 
retail outlets, facilitating easy inventory management, ensuring automated 
bill ing in the retai l outlets, prevention of sale of non-duty paid liquor and 
proper accounting of cash. However, it was observed that the Company is yet 
to make progress in this regard (September 2009). In the absence of bar code 
on the cartons and bottles, the Company is tracking the products through 
manual system. 

The Company, in its reply (November 2009), stated that action has been 
initiated for Bar Coding and computerisation of Retail Vending Shops. 

The Company failed to evolve a long term plan and strategy regarding 
implementation of the Computerisation programme covering their vast 
scale of operations spread throughout the State having a turn-over 
exceeding Rs. lO,OOO crore. This resulted in incomplete up gradation of 
the existing system. The Company could not develop adequate in-house 
expertise even after successful implementation of Phase-1 & Phase-D and 
continued to depend on the software developer. Deficient input controls 
and validation checks made the data incomplete, incorrect and unreliable. 
Absence of computerisation in SRM offices and Retail vending shops led 
to manual intervention in getting the information needed. The Company 
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Important ~udit fi-ndings noticed as aresult of.test check oftransactions made 
by the State Government companies/Statutory cmporations are included in this 
Chapter. · -

_ 3.1 _ - Loss due to adoptioltB of im:onrect milfBimum upset price 

Wh'Hte aKfieunatnllllg Goveirl!llmeunt nannd to .a joinnt veJmtnitre pll"omoter for 
. devellopnrrng SEZ, tllne Compalllly deviated Jmm tllne GoveirmlliBennt poRky anndl 
adlopted tlliie glllln:dlellnnne vaiUlle- appllficalblll~ foil" ll"esntdlenntnan. all"ea nnnsteadl Gf foil" 
a111 n~rndunstlf'ian aire~ resll!lltillllg nun· mnuninmm llGss Gf revenme Gf Rs.1418.88 
crolf'e to tllne. Government 
~~~~--~~~~~------------~------~~------------~-·- . 

The Company, e'ngaged in promotion and development of industries, decided 
(October 2006) to develop a Special Economic Zone (SEZ) for -Information 

·Technology (IT)llnformation.Technology Enabled Services (ITES) in a Joint· 
Venture {JV)-forinat ia26.64 acres out of 49.19 acres of land allotted by the· 
Gpvemment in; 'Thiruyanmiyur and Kottivakkam villages in- Chenrmi and· 
Kancheepilral11 Districts respectively. The Compc:my also decided (October 
2006) to select the JV · partner on the basis of the highest offer of non,. 
refundable upfront lease rent fora lease period of 99. years for the area t() be 
allotted. The Upset price for the lease rent was to be the higher of the market 
value a:S ascertaiped from the· Revenue department and the guideline value of 
the Registration Department. · · 

The_ Company determined the mark_et va:Iu~ ofland as Rs3,520 per Sq.ft. by 
adding annual e_scalation of 12per c£mt (asper the Government methodology) 
-oi) the guideline :value o(Rs.3,000 per- Sq,ft~ applicable for residential area in 
Canal Bank Road, Jaramani obtained from Registration Department of the 
State Government The Company quoted this market rate as the upset price 
and invited (August 2007) 'Request for Proposals' (RFP) from the eight short 
listed bidders. The Company selected (September 2007) DLF Limited as JV 
partner, which quoted the highest rate of Rs.5,757 per sq.ft. as upfront lease 
rent The .Company received the Government approval (January 2008) and 
issued Letter of Award to DLF Limited in February 2008. DLF Limited 
remitted Rs.725.33 crore ofiease rent into Government Account in April and 
May 2008. · 



Audit Report (Commercial) for tile year ended 31 Marcil 2009 

Audit observed (March 2009) that the Company erred in fixation of lease rent 
and adopted wrong parameters in view of the fol lowing: 

• The entire area of 49.19 acres of land allotted by the Government was 
poromboke• land. According to the guidel ines issued (May 1975) by 
the State Government, the Company should have fixed market value of 
the Government land allotted for industrial purposes at double the 
market rate of residential area indicated by the Registration 
Department. Accordingly, the upset price of this land should have 
been fixed at Rs.7,040 per Sq.ft. (being the double of guide line va lue 
of Rs.3,520 per Sq.ft. applicable for residential area). However, the 
Company leased out this land by collecting the land value at the rate of 
Rs.5,757 per Sq.ft., instead of Rs.7,040 per Sq.ft which resulted in 
minimum loss of Rs.l48.88" crore to the Government exchequer and 
resultant undue benefit to the JV promoter. 

• Fixation of lower upset price for the above land was also evident from 
the fact that the balance portion of land measuring 25.27 acres• had 
been a llotted (February 2008) to another j oint venture partner viz. , Tata 
Reality and Infrastructure Li mited (Tata), Mumbai for developing 
another Special Economic Zone at their quoted rate of Rs. l2,050 per 
Sq.ft. 

The Government replied (December 2009) that the plots were sold after 
following the tender processes to both Tata and DLF projects. The reply is not 
convincing in view of the fact that both the plots be longed to the Government 
and were a llotted for industrial purposes. However, in respect of DLF plot, 
the upset price was fixed based on the guideline value for residential plots, 
whereas for Tata plots, the same was fixed based on the guideline value for 
industrial area. 

Audit suggests that the Company needs to fix the correct land prices for sales 
and avoid passing undue favour. 

3.2 Undue benefit to a joint venture company 

While alienating Government land to a joint venture promoter, the 
Company deviated from the Government policy and adopted lower rate 
of escalation for fixing the land cost. Thereby, it extended an undue 
benefit ofRs.9.75 crore to the promoter 

The Government of Tami I Nadu accorded its approval (November 200 I) for 
alienating 40.19 acres of poromboke land to the Company for establ ishing 
TIDEL Park-11 project at Chennai as a Joint Venture (JV) project with the 
following conditions: 

"' Land used or reserved for public or Government purpose. 
• 26.64 :lcres X 43,560 sq.fi per acre X diiTerential price of Rs. l.283 per sq.fi 

(Rs.7.')40 - Rs.5,757 per sq.fi) = Rs.l48.88 crore. 
• The balance portion includes 22.55 acres (49. 19 acres - 26.64 acres) and a further 

allotment of2.72 acres in 2006-07. 
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®' The-COI~lp~ily should alienate-th6-land·to theJV'partiiers.only after
- < coiiectingthe market v~h.1e bfthe land (mthe date of transfer and 

- o--- :Aiien~tibh should-be·in,phases:after·successful utilisation-of the. land 
· aiiotted in the earlier phases. - - - -

- " The Company, ;.thereaft~r,. e~tered {July 2002) -into a· M~motandum of '--
--.-Understanding (MOU) .with-- A~~endas_-(India) --Private' Limited, Chennai- ··--

. __ .-. _ . - .(Ascendas)'forjointly promoting the projectiwl5 acr(;!$of lan(L Based on the
Company~ s request(Dece~nber 2002) to :tra!lsfer land in favour of Ascendas;' •- .-

---- _:- : _---- - --- the Government- transferred five acres ·of land in the • first .-phase _ and- fixed 
•-- (April 20003) the price a(Rs;l9.46 crore .. The-cost of the above land was•
--·collected by the ·Company h1_Aprii' 2004- and ~the land·was transferred to-
- Ascendas in l\1ay2004.- .The Company, m~~mwhile entered (June 2003) into 

.an associate sector JV_ agreemenLwlth Ascendas. Base<;l on the request of - , 
A~cendas,' the Company handed over (August :200~ arid, April -2007) the_ 

--balance.-10 acres of. land in two phases by fixing* the-·laridcoscas R.s.2l.97 · 
crore and Rs.25§5_ crore for, each· parcel of fiv:e"acres respectively. -These 

• cOsts were· re!Tiitted 'by Ascepdas- during April/July 2006 ancL Novembef 
· 2006/June 2007 respectively. · · -- -· -- _ - . 

Audit observed- (March 2009} that the procedure for fixation of land cost by 
the Company ·was erroneous and caused -loss of Rs.9.75 crore to the 
povernment The Company did not .folidw the- GoVernment Orders of 1 0 

_ September200l){GO (MS) Nh329 ofRevenue bepartinent} to·increasethe 
base ~value ofland by 12. per cer~t- per armum ·jn the second- and third 

-.. _.· install111ents oftrim,sfer ·ofl~nd. :·failiireJoadopt the Government order on
. escalation, forre~sons not :put on record; re~ulted iri undue benefit of Rs; 7.41 
cron~ to Ascend as. .The cost of land 'iri 'the first phase_- was fixed by the 
Government in. ApriL· 2003 · and the'actual payment was ·received by the 

_ Comp~ny .in AptiJ 2004, i:e., after a 'delay of one ye~r. :Accordingly, the 
.. Com-pany should have applied the date3 of receipt of' money_ as. the date of 
. v(\luation of land and should have increased the costby anotherl2per cent 
per cirmum,·._bejng- the iate .. ·of ~scalatiorl adopt~d by the 'tiovernment for·· 
valuation oflan& Failure to do soresultedin.loss of revenue ofRs.234:crore: . - - ' - "- -· - . . . -

. -.:The Company replied (May2009} that adoption of escalation rate of I 0 per .. 
,· _·· ¢entper annum oil the price fixed byJhe Government in April2003. was based. 

· · --·· on,qecision ofthe_BoanfofDirectors in December 2002 and as per clause, 
2.4 (c) of the As~ociate sector agreement with Ascendas. It further stated that· 
th~re was-no mention regarding the cost escalation for. the Jirstpllase of five 
;acres andhence]it did not collect any· escalation for the transfer ·of the said 
~ahd. -._- · - _. . ' . ·. · - --- - - - · · · .· · 

. -The reply is n~t 6onvincil1g because the said !arid ·_:was a Governlnent cproperty 
- and by dleviating from the 9<?~ernnieJ1t p()llcy, _the Company·~extended ·an · 

ll.llntllu.ne benefit ofRs.9.75 croreto the JVComp~my. ····· · 
.. 

. . . . . The land c~st fixed bytl:le Gbvernmentin Aprrt 2003 was cum~latively escalated by 
10 percentper annum to arrive ai the cost in August 2005/ April2007. . . 
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Audit suggests that Company should enter into contracts which are compliant 
with extant directions of the Departments of the State Government to protect 
its interests and those of the Government, especially where it is acting as a 
custodian of Public Property. 

The matter was reported to the Government m May 2009; its reply was 
awaited (December 2009). 

3.3 Unproductive investment in business data centre 

T he Company spent Rs.8.56 crore to· setup a business data centre without 
a business plan and approval of the State Government, rendering the 
investment idle and unproductive. T he Company is contract bound to 
incur a wasteful maintenance expenditure of Rs.3.47 crore upto the year 
2012 

The Company decided (March/August 2007) to set up its own business data 
centre at an estimated cost of Rs.ll.85 crore, which comprised of Rs.l.97 
crore for civil works at the Company's Information Technology centre at 
Chennai, Rs.4.08 crore for construction of a new bui lding and other physical 
infrastructure at Madurai for setting up a Disaster Recovery Centre (DRC) and 
Rs.5.80 crore for procurement of two main frame servers-one each for the 
company's data centre at Chennai and the proposed DRC, Madurai . 

The Board while approving the above proposal, directed (August 2007) that as 
funds from the indenting departments were available, the mainframe server for 
the data centre at Chennai could be procured straight away and the second 
mainframe server for DRC at Madurai could be procured after mobilising 
funds from indenting departments. However, Audit observed (May 2009) that 
the Company commenced the project (October 2007) and procured two 
mainframe servers at a cost of Rs.6.08 crore from IBM India Private Limited 
(IBM) before mobilising funds from the user departments. There was 
factually no demand from any departments, hence funds could not be 
mobilised. The Company also purchased other related infrastructure like 
generators, air-conditioners etc., at a cost of Rs. l.64 crore. The Company also 
negotiated (November 2007) an agreement with IBM for providing post 
warranty annual maintenance at a total cost of Rs.3.4 7 crore for a period of 
four years and incurred Rs.0.84 crore on purchase of Linux operating system 
solution licence for five years. The Company could not finalise a suitable 
location for DRC at Madurai and installed both the main frame servers at 
Chennai to make the project operational (April 2008). 

The Company, to avoid assessment of propriety of procurement of these main 
frame servers, transferred the existing data on Family Card Projects pertaining 
to Civil Supplies Department of Government of Tamil Nadu hitherto 
maintained in the rack servers at the Corporate Office data centre to the main 
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(Nov~mber 2007} itito a contract Jhrough op(m tender with Anadocs JT . 
Solutioris- Priv~te Limited, Chenmii (An~docs) for supply of seven software 
professionals at a: man monthlyrateninging from RsAO,OOO toRs.1,40,000 for. 
a: period ofoneyeat, subsequently raised t613; It extended the c6ntractpert6d. 

·for further four months• ·up- to _March 2009 citing .. non:.cdmpletiori ·.of the --
softWare development work. The project did .nck tak:e off.' :The ·Company 
· discontinueg (March 2009.} theservices:ofAnadocs »'ithout imposing ariy~cost: 

. -and liability by which time i(had paid R.s.I .79 crqte; ~ . .-

< ' The Con1pany re-'a~arded the a.ssignw~nt~ncl"c;oinmitted (Fepruary 2009)lo 
- -· -incur- RsJ) ;77 crore- fot 'tn~ n~xt two years -f6r take over -imd ·.com pleti()n of 

work by engaging three other c6mp~nies thro~gh .limited tender. ~ - · - · 
• • . - - .• ·J •·• ', - •. ' • :-- : 

A~ditobserved that: • 

@. the Company. ventured · 'iiito software :developJ11en! withou{ ariy _. 
-- -- .· consultation; on requirement and commitment from.- the lJser 

·- · Depart111ents; ·th~ Company prematurely_ engaged- professionals f()r · 
software development without -finalisation of URS and ·SRS. The '· 
Company &aa "engaged (January 2007 to September~~ '2009)-15~ 

-.. management· consultants ··arid • incurred R~'j6.55)akh·for:finalisation o( · 
SRS .• bl!t. they·. w~re' <:fiverted for· other. works, defeating the- ptirpose of. 

-·their erigageineritt .'fhe Company: iri flbser1_ce bfSRS and URS, neither-_ -
defined the sc()pe of work ,of Ariadocs nor specified the delivery 
r~qu_frements, making the task of softwar~ development direction less. . 
·=-· . - '-. - .. . ' ' - ' - .· 

e · - as per -the Tamil . Nadu Transparency· itt Tende-ts Act, ·t998, _:the 
· .. -evaluation of tender is to be done:only by a Tender ·Committee;_~ 

- .··However, the contr~ct in favour of Anadocs was evaluated/finalised by . 
ttiecthenManaging Director without apprqval qf anytender committee. • . •..• 

® . thb contnicf. With : Anadocs did not sp·e~ify any -milestone fo~r_ 
-.completion and the reporting requirements to the :Management. .'fhere: 
was no recorcUo indicate-that t~e Compalw h~d~monitored/evah.uited .·~; · - ·- . 

. -_-.the progress of the work througlloufthe contract period: .. ·. -
-·, • • ' - • • ·- •• I I 

..:-.;;.-·-
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3.5 · Unwarrant~d extension of charter period of a vessel 

The-Compamy iiu::inrred am' avondlable expendntume ofRS.1.20 crore dUlle to 
UllllW~mrmmted exte~snon of e~rngagement ofa1rn Ullnecollllomicaf:v'esseH 

The-Company is engaged iri ocean transport of coal required .by Tamil Nadu 
Electricity Board (TNEB).· To··overcome --the ·shortage of vessels for' 
transpOrting coalduring the planned dry docking of' the- Company's own 
vessel MV Tamii~Periyar (~etyveen December-2007 and Iylarch 2008), the 
Company invited (October 2007) tender forchar:t€;:ring oftwo_vessels for three 
months plus· or. minus 10 days at ~the. charterer's ~option,- commencing from 
1 December 2007 .· -. · · - · ~ · -· 

The tender evaluation committee- examine~ .(October 2007) the -offer of 
M/s.Good Earth M,atitime Limited, Chennai to hire vessel, MV Goodlighiat a -

· cnarge: of Rs'.30.86 la:kh per day, ·The committee noted. that thou·gh the 
weighted average cost. of transporting coal. of Rs.l,l43;63 per tonne by the 
said \:'essehvas high(!rthan the prevajlil1grateofRsJ~54.95 per tonne and also 
that vessel was 2'8_ years old against its norm of engaging only upto 15 years . 
old vessels; the (::ompany accepted the qffer ii1 view of non-availability_ of 
alternate ve_ssels during the period from December 2007. to March 2008. The 
Company operated- MV Good light ·from 1 January 2008 to- 30 March 2008: 
On 1_0 March 2008; TNEB requested the Compan)'notto redeliver the vessel
to tije owners by _the end_ of March :2008. and to exercise the option .of 
extension of charter period-by JO days for u.maertaking one more voyage in tbe 
Vizag :- Ennore.sect()r. The Company. accepted the request (March 2008) of
'fNpB .and operated the vessel -for an extended period of I April2008 to 16 
April2008. · 

Audit qbserved :(]F~bruary 2009}that ther~ were nine vessels in operation for . 
handling the coal from Paradeep, Haldia and :Yizag ports with an aggregate 

. capacity of 4.49!akliMT(excludingMVGoodlight) as on 1 April2008. This 
\'\'as-enhanced to :4:94.lakh MT with the return of Company\ own _vessel MY 

__ · Tamil ~eriyar (capacity: 45,000 MT) after dry docking otf 2 April 2008. 
· Considering th~-fa~{-:thatthe Company was having the emil stockof4A6 lakh 

MTjn the. above -three ports as on I April-2008, the Company could have 
discharged the coal stock withqut extending the charter of MV Good light arid 
there was nothne limit to be adhered to for lifting the stock. Thus, by utilising 

· the.vessei MV Goodlightfor an·extendedcharter.period and not supplying. its 
principal (TNEB),- correct data_io take· an informed decision, the Company 
incurred avoidable eipenditur~ ofR.s.1.2({ crore ~hich was ultimately passea 
on and added to TNEB's loss. . 

. The Govemment replied (May;2009) that the Cofnpany had e-xercised the piQs: 
10 days charterer's option based-on the request ofTNEB due to .critical; stock 

. - -

Gl · The differential cost ofRs.289 per tonne incurred.ontransportof 4h56Stonnes of 
. ; ; coai in the Haldia,Paradip-Ennore sector duringthe extended_period. 
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position of coai in their thermal stations and MV 'ooodlight moved a quantity .. 
of 4 n ;568 MT of coal in Vizag -'-'. Enhor~ sector d~~ingthe extended _period .. 

The reply is not convincing as the Company couid have avoided extension to 
MV Goodlightand still discharged the coal stock: from ,the loading. ports with 
the available vessels. · 

Audit concludes. that extension of chartered period of MY Goodlight at that 
point of time was not a: sound business decision and suggests that the 

· Company should take decisions on sound commercial principles to safeguard 
its financial interests and those of its principaL · · · 

3.6 Non.,adjustmentofgratuity amount · 
- ' . : . . -

Nmll,.adljlinstmellllt o_f tllne gll'atiu!ity al!Jt!lOUllnt receavalblne lfmliTill Goverllllme!lllt 
agannst tl!ne Rease rellllt ' payalblie to tllne GoverHnmernnt · Redl Ito avoidlalblle 
paymelllllt olf nRllterestofRs./3.87 llalklln . 

The Company. was formed in October 1984 with the objective of efficient 
implementation of the variou~ developmentar and commercial activities 
relating to rubber plantations in Kanyakumari district, which were carried out 
till then by the Forest Department. .. The rubber plantation workers, who were 
on the roBs of the Forest Department at the end of September 1984, became 
workers of the Company on the date of its formation.. These workers were 
eligible to r~ceive gratuity (althe rate of I 5 days' wages for every completed 
year/part of the year of service) from the Forest Department for the services 
rendered by thein upto September 1984. 

The Company had -been making gratuity payments in full to those workers .on 
their retirement/resignation/death from its own funds even though it was liable 

·to inake only proportim1al payments for the Services rendered to the Compqny 
from the date of its formation. · . Therefore; · the Company --resolved. · 
(April/September 1990) to claim reimbursement of the amount paid. for the 
serviCes rendered in the Forest Department and accordingly wrote (January 
1992, May 1993 and May 1994)to the·G~wernment chiiming the gratuity 
amount of Rs.16.20. lakh upto June 1991. · · 
. ' . ,. - ~. ' 

In· the meanwhile, a lea:,se agreement valid. for 60 ,years. was e~ecuted (March 
I 997) between the· Company and, the Government with retrospective effect 
from 1 October 1984. Clause 6 of the lease agreement provided for deducting 
the outstanding liabiliti~s pay,able by the Forest Department to the Comp_any. 
prior to the lease period from the lease amount payable to the Government. 
Government further stated {December 1997) that belated remittance of lease 
amount wollid attrac(interest at 12per cent per annum .. In view of this, i(was. 
imperative on the part, of the Company to adjust all the outstanding dues 
payable. by the Forest Department 'from the .. lease amount payable to 
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Government so as to avoid interest in case of belated settlement of the lease 
amount. 

After being pointed out in Audit (February 2003), the Company requested 
(May 2003) the Government to adjust Rs.85.82 lakh paid as gratuity by the 
Company to the erstwhile workers of the Forest Department for the period 
from I January 1984 to 31 March 2002 against the lease rent etc., payable by 
the Company. The Government replied (June 2005) that reimbursement of 
gratuity from the Forest Department was to be finalised in consultation with 
the Principal Chief Conservator of Forest, Chennai. 

Audit observed that the Company did not work out the lease amount payable 
after adjusting the gratuity by invoking the provisions contained in Clause 6 of 
the lease agreement. Instead, it has been paying interest at 12 per cent per 
annum on the lease amount that remained outstanding since 199 1-92. 

The total amount of gratuity paid on behalf of the Forest Department during 
the period from 1988-89 to 2006-07 and not reimbursed so far was Rs. 148.50 
lakh and the interest borne by the Company due to non-adjustment of the 
gratuity amount from 1997-98 to 2006-07 was Rs. 73.87 lakh. 

The Government replied (August 2009) that the reconciliation of the amount 
paid by the Company has been com pleted by the Principal Chief Conservator 
of Forest and the orders for adjusting the lease rent payable would be issued 
shortly. 

3. 7 Non-availing the benefits of inter crop cultivation 

The Company did not carry out inter crop cultivation, and hence, could 
not control the expenditure of Rs.30.72 lakh besides foregoing possible 
revenue 

The Company has been engaged in rubber plantation in an area of 4, 786 
hectares in Kanyakumari district (since October 1984) transferred to it by the 
Government. The rubber trees have to be maintained for a period of 30 to 35 
years and fe lled thereafter for carrying out fresh plantation. 

T he Rubber Board recommended (2002) to cultivate inter crops in the newly 
replanted areas during first three years of replantation with any of the species 
viz., banana, pine apple, ginger, turmeric, medicinal plants, cardamom, etc., to 
extract benefits of weed control, prevention of high casualty of young rubber 
plants and resultant accrua l of income. The Company, accordingly 
approached (February 2003) the Forest Department for obtaining permissions 
to cultivate inter crops. The Forest Department permitted the acti vity 
(November 2003). 

The Company selected (January 2004) banana as inter crop in Keeriparai 
division and outsourced (February 2004) inter cropping in the sa id area and 
earned revenue of Rs.6.22 lakh per annum. 
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Audit observed that though the Company had derived specific advantages 
from inter cropping, it decided (June 2006) not to go for inter cropping in 
another area of 55.4 hectares in Coupe No.4 of Keeriparai division on the 
ground that the area under replantation was a flat area without much weeds. 
Audit noticed that as inter cropping was not done in this area, the Company 
could not control expenditure and incurred Rs.30.72 lakh towards maintenance 
and weed control during two-and-half years upto September 2008 besides 
heavy casualty rates of rubber plants which ranged between 16 to 37 per cent 
against the norm of I 0 per cent leading to a loss of Rs.3.04 lakh. 

Audit observed (January 2009) that the Company's decision not to carry out 
inter cropping in Coupe No.4 despite being aware of its definite advantages 
was not in the best financial interests of the Company. Though the Company 
had noted that the area was flat and without much weeds it had actually 
incurred Rs.l 0.60 lakh towards de-weeding, indicating that there was need for 
carrying out inter cropping. It stands in stark comparison to the fact that the 
Company did not incur any expenditure on weed control, maintenance, etc., in 
the first instance of inter cropping. Thus, had the Company resorted to inter 
cropping at this plot also, it could have not only reduced its expenditure of 
Rs.30.72 lakh on maintenance, de-weeding, etc., but also earn possible income 
through sale of the crop. 

The Government replied (August 2009) that inter cropping permitted in the 
initial years of plantation of rubber had adversely affected the crops and hence 
the same was not continued further. The reply is not convinc ing because the 
inter crop cultivation was recommended by the Rubber Board for improving 
the health of the rubber plants which was adopted by the Company in their 
master plan upto 2015-16. 

Audit recommends that the Company should follow the advice of the research 
bodies and follow their recommendations. 

3.8 Avoidable extra expenditure on Central Excise Duty and Value 
Added Tax 

Inclusion of transportation cost in the value of goods resulted in avoidable 
payment of Central Excise Duty and Value Added Tax (VAT) amounting 
to Rs.34.35 lakh 

The Company obtained (July 2007) an order from the Director of School 
Education, Chennai for supply of steel/wooden furniture for a value of 
Rs.69.09 crore inclusive of excise duty and other taxes. 

Section 4( l) (b) of Central Excise Act, 1944 (Act), provides that the assessable 
value of goods manufactured for the purpose of computation of Central Excise 
Duty shall be based on the manufacturing cost of goods excluding the cost of 
transportation from the factory/warehouse to the place of delivery. Exclusion 
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--- ~' of cosFoftransportation is·ailowedby the Ce_ritral Excise Authoriti~~ only if 
·-, the_--~sSessee--h~S---sJ19Wh .. the~ _$ciJ;ne.sepa·ra~~~Y jri- :inv·o-!C_e~.'- --.<,. - - -

.. c.'. _: -:_~- - ·-: -. ~ .. ·,... 

... _Audit notieed~,(J~Iy:.200S)c,that-the -,coJripany erred' ;and ;.did riot show the 
'transportation qosLseparately in the invoices nlised in respect ofthe- supplies 

.. made:to the-Directorate during the p~riod~frorri:Octobei- 2.007t,cdanuary 2008: 
" and consequently had to pay anexce_ss excise .duty of.RsjJ.OJ lakh on··the; 
.·transportation • tharges of Rs2.07 -'crore: :in --addition;· the· Company also paid · · 
-YAT of Rs;l321akh on the above;:excess 'excise• duty; .. Thus; had';the 

.. Company shown distinctly the transpmtcharges in ·the in\roices, itcould have· 
· avoided payment of Excise ducyon transpqrt ·charges. -. · · - --

Ori b~ing pointed out by. Audit, the 'cq~pany. in~d~ •(February -2009} an - ·.· 
.-. a:tteinpt to•obtain refufidof exc;ise.duty?.TheExcise Departmeri(however, .. ·. , ... 

. _. · · rej ec.ted 0 urie ~009) the. Comp-any' s~Ciaim:forrefun&qft!le,excess ~xdse d1,1ty · 
. -.• - , 'as -the·.transpot1atiori cost.,was rioLshowr{··separa~eJydJi,the;invoides andAhe•-··. · · 

· Company~~ould not produce proof for actu(ll_~tran~pottation cost: . ·. 
::·· .... 

.. - This. failure· of:· the_ Com,pa~y.,to .. ;depict· the·.tran.sport''egst- separately in· the. " .. 
invoicesand·p'l-oduce;:prooffor-·actual--transportation .. eos(incurred.:resulted,;in 

_:avoidablep!lyrijent ofCent~alExcise Duty and VATofRs.34.35 l~kh. 

·. . The matter was•reported to the-Company/Government· in August 2:009; their 
irej:>iie·s were awaited (Dec'ember 2009). . . . . 

._----:-· 

.. '· • • • - • -: -- - ,c 

:· : . -· . - . ·. _._: .. 

3. 9 Avoida_bl~ paym~nt o]inter~st £ln ~ncometwc- · 

Absence- ofa'system.Jo estnm~te adlv~m'c~ finc'ome -tax paiyablle Red! to.short 
rremittaimce olfi adlva~ce fi~cQme tax9 .resudtnng ft~rn. avrifti!hubRe' payJllffielllt of 
'i~terest -~f RS~~0~6:3:··n·allili~~---- - - , -- 0 

--

·: ~ .. . . .-. .. ~ 

~;. 

Secti~n 208 of;the Income '[ax Act, I961 (Act), stipulates advance payment of . 
tax; where the tax payable pe_f'anntli!t.by an-assessee ·is Rs.5;000 or more; 
This adlvance' tax' calculated in acccirdance:with SeCtion 209 of the Act is 
payable in four ·quarterly instalments _between. June. and March of _every' 
'fihariciill year. If the assessee fails to 'phy90pet centDf the assessed tax . 
beTore the. end o(the~financial'year; the assessee is liable to pay intere.st atthe · . 

.. rate·ofone per! cent-for eveiy month or··part of the month u.mder Section 234 B _. 
of the Act and is also Jiable to j:my $imiiar interest[or shortfalls in the .· 

· . quarterly payment of advance tax _under Sectioil234 t pfthe Act. 
_' ' 0 ' " , ,· • ~ ' -: • .,_· "• ' ' :. ' • ,A ' 

· -· 'Audit ohser~~d that' during: the. finariciar 'years· 2006~07 and 2007-08, th~ . 
Company paid: advartce· tax ofRsr3:6.00 lakh ;~md Rs:I2l.19 lakh against the 

~- actual tax·liabiHty of Rs.223.97 -lak~ andl· ~s.36L96 lakh respectively. 
Consequent 6r(shortfall:lrlpayment dfadvance tax:during.the·said tWo years,. 
the Comp~nf had to payjntere§t.ofRI2S';8s_'lakh t~llder Section 234 B of the 
Actand Rsi23.551akhunder Sectim1234 Cofthe Act.·- .· 

un 
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Audit observed that the Company estimated the advance tax based on the 
revised estimate of tax of the previous year instead of estimating it on the basis 

. of actual profit earned during the previous year. The Company did not have a 
system .of periodical review of actual profit earned· with· that of the budgeted 
profit of the respective· financial years, which· would have enabled the 

. Company to pay the advance in~ome tax correctly and could have avoided . 
payment of interest ofRs.49.43 lakh for the years 2006-07 and 2007-08. 

Thus due to absence of system of review of actualprofit, the Company could 
not estimate the advance income tax liability resulti'ng in avoidable payment of .. 
interest of Rs.30.631akh after allowing for interest earned (Rs. I 8.80 lakh) on 
delayed payments. The Company needs to put in place immediately a proper 
system of estimation of tax liability on actual/estimated profit. 

The Government replied (May 2009) that a system would be evolved by the · 
Company to review the status of income and· tax payable by it on quarterly 

·basis. 

3.10 Avoidable payment ofpenal interest on sales tax 

Tllne CGmJPlalllly dleHayed . r.emitta111ce Gf sales tax resiDJUfi~mg hn avGidlalble 
. payme111t Gf pe~maH finnterest of Rs.38.22 nalkh a111d llllet nOlss Gf Rs.29.Hb Halklln 

The Company is engaged in supply of granite blocks to buyers and dealers 
. both for domestic and export sales. Rule 12 (1 0) of the Central Sales Tax 

(Registration and Turnover) Rules I 957, lays down that a dealer, who claims . . . . 

. the sale as an export sale has to furnish a certificate in Form-H along with the 
eVidence for such sales to claim exemption from ievy of sales tax. 

During 2002-03 and 2003-04, the Company issued invoices for sale of granite . 
blocks to certain buyers without collecting sales tax based on their request to 
treat the sales as export sales but not supported by Form-H. Subsequently, 
four buyers expressed their inability to export the granite blocks and requested 
(November 2003 to October 2004) the Company to treat the sales as local · 
sales. The Company, then adjusted (November 2003 to October 2004) .· 
Rs.l.03 croi"e towards sales tax for. the ciomestic sales from the running 
accounts maintained by the buyers with it. However, the Company remitted 
the tax to the Sales Tax Department in May 2005. 

For the delayed remittance of tax ainount of Rs.l ~03 crore for the year 
2002-03, the tax authorities .levied (June 2005} penal interest ofRs.5 I .44 lakh 
by reckoning the period of delay as 25 months from l April 2003 to 30 April 
2005. The Companyremitted the same to the sales tax authorities in March 

.. 2006. The sales tax authorities also demanded (June 2005) penal interest of 
Rs.8.70 Iakh for the year ,2003-04, which was paid by the Company .in 

. September 2005. · 
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Though .the· Company rai~ed,{October2006) fresh debit notes for Rs 60.14 · 
lakh of peiml irtterest on· the buyers, ·they- accepted Rs.21 ;921akh- as· their part 

· ofthe ,liability applicabk-to the period .from· I April 2003- to the dates. of 
adjustment oftax made by the Company. · The· Company was forced to bear 
·the balance penal !nterest burden of Rs.3 8.22 _lakh. . 

_J\.udit observed that the Company's failure to insist on submission of the 
Form-H-atthe time. of issuing· the-invoices to- the buyers. and relying on the 
dealers' verbal assurances to produce the same later_ without any m·ethod of 
ensuring the.~ame led to this avoidable liability. The Company, even after 
n~alisation of the sales tax by way Of adjustments fr0111 the advance payments 

· of the buyers, further delayed remittance ofthe sales. tax. There was no reason 
_on record fm doing so though- it was holding Rs.30.9S crore and- Rs.40.46 
· crore _ in· Fixed Deposits (FD) as on· March 2003 ·and 2004 respectively;• · . -
· showing:thatC::ompany was.notshortofresources~ At .the then prevailing rate 
for-investments in FD, the Company-could have earned only Rs~9.I21akh on 

• the-amount o(saiestax that was-remitted behitedlly: Even after considering the 
interest amoU:nh, the net loss suffered due to payment_ of penal interest worked 
out to Rs:29.10 lakh. · -·-- · · -· · 

Audit recommends that the. Company needs to put in. plac:e a proper system of· 
internal controis to oversee receipt of statutoryforms as proof for export sales 
from the buyers within· the respective financial year and remit the sales tax 
collected withput delay to avoidOpenalliabilities. · · 

~ . . . - . . -

The matter was reported to the Company/Government in April 2009; their . . . . . 

_. reply was awaited (December 2009). ·· 

-3. J1 ·JiiuodeqltU!lte arrangement/or ·sajeg Mardin g. movable/immovable assets·· 
.· 

Tlbte Compal!lly wlbtRcilll.lbtas !become l!llonn.lfumctnmnan from Marclbt 2003 dlfidl nnot 
safegunaurdl· · hs movalbllefimmovalbne. -assets.· Tllnere ·were · dleHays Rl!n 

connveyal!llce (b~ .llanndl jl!ll its ·favounr aHlldl dllfrdl Hllot reallnse Rs.40 llalklln from a 
_ Companny ui~dler UfiqUJindlatHonn . dlune to HllOIDl-tracealbinlley. of origftllllall slmare 
· · certfifilcates · · 

. ' . -- -

The State. Government ordered (November 200l).closure oftheCompany in 
.-view 'of its c6ntinued losses _and it eventually became non..;ftmctional from 
March2003: As at closure of financial year 2002;_03, the Company had total 
assets valued at Rs.2625 crore comprising o[immbvable assets of Rs.20.50 

.. crore and movable assets of· Rs.5.75 · crore. To ·have better control over the 
·.assets, the Company should maintain complete and updated ,records of assets 
besides making security arrangements and .periodical physical verification. In 

.. the case ofiand, the Company should e·nsure that allotted land is got conveyed 
and protectecL Jil respect of.assets like receivables/investments, the Company · 

· · should_ ensure: timely recovery and encashment. _ Scrutiny_ of records_ by Audit 
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disclosed deficiencies in maintenance and upkeep of movable and immovable : 
assets as detailed below: - ·- · 

Delays in conveyance of land 
- -

The Companyhad 44. i 7 acres of land- in nine locations in the State (Market 
value: Rs.59.57 cror~ as ,on March/April 2002). Out of this, 23.99 acres of _ 
land at Pochampalli in Dharmapuri District was for its sunflower oil factory. 
Without getting the land· alienated· and.· registered, the Company constructed._ 
(1977) factory building (value: Rs. L22 crore) on this land. The District . 
Collector, Krishnagiri had issued notice (June 2005) to take oVer this land and-
puilding. .. . · · - . · · -

- The Company replied (August 2009) that it had requested the District 
Collector, Krishnagirl not' to terminate the advance possession of land by it 
The Goveminent decision wasawaited. · · · 

Similarly, the Company took ovell' {1974) 4.12 acres of land at Ambattur, 
Chennai from Tamil Nadu Small Industries Development Corporation Limited 
(SIDCO). The Company registered (November 2000) the sale deed by paying 
stamp duty and registration charges of Rs.O.l7lakh on the value ofRs.l.24 
lakh prevalent in. 1970. . However, the registration authorities refused to 
_n~Iease the sale deed and demanded additionaL stamp 'duty and registration 
·charges ofRs.99.41 lakh 'based on the guideline -value of the land (Rs.7~n- -- · 
crore) as ofNovembeir ·2000. Due to its· delay in -registering the land, the 
Company had become liable to pay Rs.99.41 Jakh to get legal ownership of the 
·land. · - · 

The company repJied·(August 2009) that the finaldecision ofthe registration . 
authorities for its representation for exemption from payment of enhanced · · 
stamp dut:y wa~ &waited. · · 

Non~maintenanc~ of asset records . 

··. The Company did not maintain updated ledge;sfor ~II the current assets and 
.·sundry debtors worth Rs.90.76 lakh. It could not realise from February 2008 _ · 
-·.to tiH date (November 2009), the return of Rs.40 Iakh from itsfnvestments in · ... · 
. the .shares ·of Dtitclh Rama. Agro Foods Liinited.(under liquidation) as the.· · 
original share certific_ates·cbuldnot be located: _ 

The Company replied (August 7009) that it had moved the court for realising 
. the amount from the Official Liquidator of the· firm without insisting ori .. 
production of original share certificates and the case was still -pending :: -. - . 

· disposal. ·- - · 
' -- - . . .-. . - - ;· .. , . . ~ . . 

Non~~ondaicting of periodical physical ~erificatidn · 
. . . 

The Company had plaritand machinery valued at Rs.l ,44 crore as -on March~ 
2002 in its. unit at Pochampalli. The Company admitted that it had not 

. cornducted periodical physical verification of these assets (August 2009) due to 
non-:availability ofstaff. · · 
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Thus, inadequate arrangement for safeguarding · its assets exposed the 
Company to losses on account ofdelay in conveyance of lland, encroachment 
and non maintenance of asset records. · 

Recommeuufatimos 

· Audit recommends that the Comp~my s~ould: 

Q) mailllltaiinn cox1rn.phete ·amlid! updated reco!l"dls of aU movabne/immovabHe 
assets 

· · Q · coml!Ullict pllnysncaiverifucatnmllolf assets at !l"egudar lilllitenraRs al!lld 

I!) < • take eariy steps for cmnveyall!lce olfRamll in fits name. 

Pending formalities for its closure should be completed by the Government. 

The matter was reported· to the Govemment in August 2009; its reply was 
··awaited (December 2009) . 

.. i 

i' .- ll«D§ 

; 

~l -

'l>'·-



Audit Report (Commercial) for the year e11ded 3/ March 2009 

3.12 A voidable loss of generation 

The Board suffered generation loss of 386 MU valued at Rs.74.4S crore 
during 2005-09 due to non replacement of defective turbine shaft 

A major crack in the turbine shaft of 60 MW capacity Hydro Power House-l at 
Kodayar resulted in suspension of generation of power (June 2004). After 
carrying out temporary rectification work, the turbine was put into operation in 
August 2004. Subsequently, the Board decided (November 2004) to replace 
the defective turbine shaft at a cost of Rs.75.50 lakh to avoid breakdowns and 
outages and also decided (January 2005) to operate the existing defective 
turbine (in the interim) at a reduced load of upto 40 MW. 

Based on the Board's enquiry (December 2004), the original equipment 
manufacturer (OEM) representative offered (December 2004) to supply new 
turbine shaft with accessories within eight months at a total price of Rs.64.32 
lakh. The offer was valid for acceptance for 90 days i.e., up to March 2005 
and was extended to May 2005 on request (April 2005) of the Board. 
However, the Board issued purchase orders (PO) only in July 2005. Later, 
further amendments were issued to the PO conditions as requested by the 
supplier and a final PO was issued only in January 2006. But the supplier 
withdrew (February 2006) the offer citing the reason of price increase. The 
supplier revised the offer in August 2007 at a price of Rs.l. I I crore with a 
delivery schedule of I 8 months. The Board did not consider the fresh offer 
and cancelled (December 2007) its original PO issued in July 2005 stating that 
the supplier did not show interest in supplying the shaft. The Board again 
floated a fresh tender, which was opened in June/August 2008 and the PO 
issued in July 2009 with scheduled date of supply upto January 20 I 0. 
Consequently, the Kodayar Power House-l continued to be operated at 
reduced capacity ranging from 24 MW to 36 MW during the period from 
2005-06 to 2008-09. 

Thus, the inordinate delay of the Board in taking decisions on amendment 
requested by the supplier led to cancellation of first PO. Inability to finalise 
the second offer for one year led to continued sub optimal power generation 
by the power house. Audit observed that the actual generation during the 
period from 2005-06 to 2008-09 was between 154 MU and 225 MU which 
aggregated to 772 MU as against the possible generation of I, I 58 Mu•. The 

"' Possible generation for the full load of 60 MW was worked out basec 1n the actual 
Plant Load Factor achieved by the power house during respective years. 
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. opportunity loss .of generation revenue during thisperiod worked out to 386 
MU and considering the cost of generation at this power house and average 

. generation/purchase -cost from other sources of the Board, the loss suffered 
was ofthe order-ofRs.74.45 crore.-

The Board replied (September 2009) that the· existing lnachine had a lot of 
failures and break downs due to its age and various technical problems. and 
purchase order for new turbine shaft was issued in July 2009. The point, 
however, remains that the Board delayed its decision to. replace the defective 
turbine shaft. . - . . 

Audit recommends that the Board rnustprocure.critical spares with minimal 
loss of time to maintain its generation and revenue potentiaL 

The matter was reported to the Govern~ent in August 2009; its reply was 
awaited (December 2009). . 

3.13- Loss due to choice ofim:ofrectoption for payment 

1I'he Rmlinllfis h:ncUllrrfirnig ann avofild!.albHe inntel!"'est of JRs.3 L54l crore as fit chose 
al!ll inncoll"'l!"ect optnonn foll" paymellllt 

The Board purchases power from Neyveli Lignite Corporation Limited (NLC) 
based on agreements entered into between February 1999 and September 
200 L The terms of agreements; inter alia, provide for making payment of bills 
through Letter ·of Credit (LC)~ ·As per Central.· Electricity Regulatory 
Commission (CERC)Regulations (2001), a rebate of 2.5 per cent could. be 
availed by the benefiCiary Boards, when payments are made through LC, 
which was reduced-to 2 per cent with effect from April2004. If payment is 

. made through other modes within a period of one month, a. rebate of one per 
cent is allowable. · · 

. . 0: . . 

Audit, during scrutiny, noticed that the Board liad been making payments to 
NLC within three days of presentation .of bills; without establishing LC but 
unilaterally avail~d rebate of2.512 per· cent tip to December2007. On being 
objected to by CERC . (October 2005/September 2006) based on NLC's 
petition, · Board :discussed (December 2005) various options of making 
payments for power purchased, viz., (i) payment on the day of presentation of 

· bill through LC, (ii) ·payment within three days by cheque with back-up LC" 
and (iii) payment on 301

h day through bank. lt decided to opt for method 
number (ii). . . - . .. - . 

Board obtained (March 2006) the concurrence of NLC for this option but 
started implementingit only from January 2008 onwards, for reasons not on 
n!co~d. · · 

- - .- . . -

@ Under this arrangement, LCestablished by the Board would be utilized by NLC only 
in case of d,efault in payment. · 

11.07 
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Audit observed that the Board analysed (December 2005) the cost-benefit of 
payment within three days with LC back-up vis-a-vis payment on 30th d<J.y by 
factoring in only the expenditure on opening LC and interest for 28 days .in the, 
first option but ignored the. potential interest saving on borrowings on account . 
of postponement ofpayment up to the 30th day under the latter option. The· 
savings in interest foregone by the Board by not choosing .the latter option, as 
worked out in Audit for the period from January 2006 to August 2009, was. 

· Rs.3I.54 crore. 

The Board replied (June 2009) that the opportunity benefit foregone by the. 
Board could be consider(;!d only if it was capable of making payment to NLC 
from its own resources on the 30th day. The reply is not convincing because,, 
by Board's own admission, its decision was based on actual cash inflow and· 
outflow. Audit observed that the Board had not factored in the deemed savings 
on interest on overdraft postponed for 27 days. 

Audit recommends that the Board should revisit its decision and re-exercise its 
option of payment, which is beneficial to it. 

The matter was reported to the Board/Government in August 2009; their 
replies were awaited (December 2009) . 

. 3.14 Over payment to a captive power producer 

THne Board made a1111 over 1Payme1111t oll' Rs.17.15 crmre to a captive power 
pmd1ll!cer as it adopted lllligl!ner pUllrcllnase Irate appRftcalbne for fiirm power 
evellll tlhlo1lllglln fitp1111rcllmsed "fillllfnrm power'' from them 

The captive power producer (CPP) generates eleCtricity from its own power 
plant and sells the surplus power to the Tamil Nadu Electricity Board (Board}; 
The captive power policy pronounced (April I998) by the Government .of 
Tamil Nadu stipulated that a CPP had to furnish an annuaL commitment for .. · 
sale of power to the Board as "firm power" and were paid at the specified rate. 
In case the CPP supplied additional power beyond arinual commitment, the 
same was to be classified.as "infirm power" for which the Board had to pay@· 
75 per cent of rate applicable for "firm power". 

The Board entered (October 2001) into a Power Purchase Agreement (PPA) 
(valid for five. years upto .October 2006) with Tamil Nadu Newsprint and 
Papers Limited (TNPL) for purchasing surplus power from their 24.62 MW. 
captive power plant at Pugalur without any firm annual commitment. The 
captive power policy stipulated that the purchase price of unconfirmed power 
was Rs.1.95 per unit with effect from I April 200 I with cumulative escalation 
of five per cent every year. Against this, the purchase price of power was. 
fixed irt the agreement at Rs.2.25 per unit with effect from I April 2001 with 
cumulative increase of five per cent every year. ·After expiry . of this 
agreement on 17 October 2006, the Board entered into a fresh PPA valid for 
three years on 23 June 2008. There was no formal agreement between the 
Board and TNPL for the intervening period (17.I 0.06 to 22.06.08) even 
though TNPL continued to supply its surplus power to the Board at Rs,2.73 
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. pet unit. In April 2008, the Board decided to fix thepurchase price at Rs.3.01 
per unit retrosp~ctivelyfroin 17 October'2006·to 31 March 2008 and to fix the· 
rates as per the guidelines ofTa:mil Nadu Electricity Regulatory Commission 
thereafter. : · . 

: • • •• ; I • • •. • •• ' • • • • 

Audit observed (January 2009) that since there was no commitment regarding .. 
annual quantity pf power to be sold by TNPL to the Board, the entire purchase 
should· have been treated as "infirm power purchase" as per the captive power 
policy and TNP;L was thu~ eligible for. a price of Rs.1 ~95 to Rs.2.25 per unit 

_ (being 75 per cent of the price -payable for "firm power purchase") during the 
period from27 November 2001• to 31March 2009. Therefore, for purchase 
of 576.80 million units of'' infirm power", the Board paid RsJ48.75 crore 
even though TNPL was eligible to get a price of Rs.l31_.60 crore only and has 
resulted in over payment of Rs.17 .15 crore.· . 

. .. - -- ·- .. 

The Board replied (May 2009) thatthe rate of Rs.2.25 per unit with .5 per cent 
annual escalation· was fixed in.200 1 _.02 to encourage the bagasse waste based 

· power generation. It further stated that since TNPLi11dicated that the surplus 
· energy available, if any, would be .supplied to the Board, the issue of firm and 
infirm power did not arise. The reply' is not convincing because once the 
captive power policy became operative since Aprill998, the Board had no . 
iiberty to fix itsiown rate. for purchase of power from; any CPP. Moreover, the 
captive power pdlicy did not envisage any ~special concession. for CPP using 
bagasse waste as a fuel for power generation. · 

Audit concludes that Board's failure to correctly regulatethe purchase price as 
per the captive power policy resulted in over payment of Rs.17 .15 crore to · 
TNPL.·· - . 

Audit suggests that the Board follow the. purc;hase rates of power stipulated in 
.captive power policy for regulation of payment to ariy CPP. 

• I . . 

The matter w~s reported to the Government in June 2009; its reply_ was 
awaited (December 2009). . 

3,15 · . Non-rec;overy of differential cost from sMppiiers 
: ' . .. . ,· 

Fafihllll"te of tine, Boari!ll to hnvoke tlhre rnsk punrcinase daunse llllll :tine COlll\trliUd 

amll recover the ~ftfferel!lltftatlljpllrke froin.tine dlefaunUnllllg sunpp!llers resU!!Rtedl nl!ll 
lloss of Rs.3:76 ~crore - . . . · .· 

.. The Board, based on ·its t~;:nder (November 2003), placed Purchase Orders 
._. (PO) in April2004 on 15 Smilll Scale Industrial (SSX) units for procuring 

1,565 Distribution Transformers (DTs) .of 100 KV /22 KV/433 .Volt capacity at 
an all inclusive firm price of Rs.74,990 per DT. Subsequently, based on the 
willingness (July 2004} of four of the: above 15 SSI units, the Board placed 
(September 2004) repeat orders for supply of 1,100 l[)Ts at the same price to 
be supplied in ,three-equal quarterly installments. up to June 2005. Both ·the 

--~ The date 'on which TNPL had started exporting power to the Board's grid. . . . . 
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POs contained terms and conditions providing for collecting the differential 
cost from the defaulting suppliers in the event ofsubsequent procurement at a · 
higher cost on account of short supply of ordered quantity of DTs by them. · 

As against the total ordered quantity of 2,665 DTs in both the 'POs, the Board 
. received 1,951 DTs up to October 2005 (1,536 DTs against the PO issued in 

ApriL 2004 and· 415 DTs against the PO issued in September 2004). Thus, 
. there was cumulative short supply of 714 DTs in both the POs. To overcome 

the shortage .and augment the stock position of DTs, the Hoard placed POs f9r 
purchase of 2,700 DTs ofthe same capacity on 20 SSI units in September 
2005 at an all inclusive priceofRs.1,27,707 per DTand on another new firm·. 
for supply of 300 DTs at an all inclusive price of Rs.l ,15;248. The ordered· 

. quantity of this PO was received between September 2005 and January 2009. 

Audit noticed (October. 2007) that the Board did not invoke its rights.· of 
holding the supplier responsible to supply the entire ordered quantity and in . 
the event of their default, to make good the loss sustained. by the Board 
consequent to the placing of fresh orders elsewhere at bigher cost, for reasons 
not on record. It was further noticed that out of. 714 DTs short supplied by 
four units, three SSI ·units (Hindustan Heavy Electricals, Coimbatore (245 
DTs ), Industrial Heaters and Transformers, Coimbatore ( 1 0 1 . DTs) and Electro 
Mech ·Industries, Coimbatore (339 DTs) under the same management 
accounted for 685 DTs; Without recovering the differential cost of Rs.3.76 
crore from all the four defaulting suppliers, the Board placed a fresh POin 
September 2005 on 21 units, which strangely included the above three 
defaulting sst units also. 

Thus, failure of the Board to invoke risk purchase clause and recover the 
differential price from the defaulting suppliers resulted iri self inflicted loss of · 
Rs.3.76 crore~. . . 

The matter was reported to the Board/Government in August 2009; their 
replies were awaited (December 2009). 

3.16 Failure to recover works contract taX 

Fannmre to ded!Ullct works · cmlltract tax at soUlllrce :fmm tllne wfinndlmm 
·· dlevefiopers Red! to ann avondlalbne inabiiity o:lf Rs.2.49 cmre towards works 

conntracftax annd pennaft innterest ofRs.l.20 cmre.. , 

The Board has been creating infrastructural facilities such .as dedicated wind 
farm substations, erection of transformer in the sub stations, laying of extra 
high tension lines, etc., at the request of the wind energy developers for 
evacuation of the wind energy generated by the developers. The Board 
authorised the wind energy developers to execute the evacuation facilities 
initially at their cost and adjust it later from the Infrastructure Development 
Charges payable by the developers to the Board~ On successful completion, 

-~· The difference in price of Rs~52,717per DT for 7l4DT~. 
HO 
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commissioning and -handing, over of th~ works by the developers, the Board -
capitalises thes!e works. - -

-Audit noted th'at role of the wind energy developers engaged 'in creation of 
infrastructure for evacuation of power was similar to any dealer- involved in· 
execution of the_ works contract. The _Board, which .reimbursed the expenses __ 
initially incurred by the contractor towards the cost ofworks (after adjustment -

'of the infrastructure development charges) was liable to deduct tax at two 
per cent of the; cost of civil works and four per cent of all other works under 
section 7 F(l} of the Tainil Nadu General Sales Tax Act, 1959 (Act): The Act 
also required that the person deducting the tax at source should deposit the 
!>urn deducted to the tax authority and any failure in this regard would attract -
penal interest. i Both the tax and penaL irite-rest would become due on the date 
of accrual, without any notice of demand forpayment. -· ' -

):he,Board aw~rded 103 wind energy development ~arks between July 2003 
and June 2007,iofwhich, 54 W()rks were completed betweenJanuary 2004 and 
May2007. Out of this; the Board reimbursed the actual cost of Rs.62.18 crore 
in respecfof 28 works. Butwhile doing so; the Board which was responsible 

- for deduction_:and remittance of Works Contract Tax (WCT) as per the 
--provision of" the Act, did not deduct, the tax amounting to Rs2.49 crore 

(reckoned at jQur percent of the cost of works). _ Thishas also attracted a 
liability of penalty of Rs. 1.20 crore at two per ceniper month for the period of 
default in payment of works contract_ tax calculated upto March 2009. The 
non deduction of WCT was a control failure of the Board and it exposed its 
financial interests. ·· 

- ' ' 

- -I - .- -. ·. -

The _Board stated (March 2009) that -it would recover the work contract tax 
from the reimbursable amount to be settled with the wind mill developers and 
for all future contracts a clause had been included that the appropriate works 
contract tax would be levied onthe reimbursement amount. 

Thepointsta~s that failure of the Board .in not deducting the WCT resulted in 
avoidable liability of Rs.3.69 crore towards tax and penal interest thereon. 

-_ Audit recommynds that the Board put in place a system to ensure that all 
statutory taxes/dues and ACts are foll_owedwhile drafting the contracts. 

The matter was reported to the~ Government in April 2009; its reply was 
awaited (Decerltber 2009). ~ -. ~ - ~ 

3.17 Loss of revenue due to delay in extending additional load 

Imwrd!il!llate. d!e!ay by t!hle. Bmmd! in eJffectiHllg l!llew servnce col!lll!llec11:n<ms am! 
sUllppnynl!llg ad!d!itno~aR Tioad! res'OJ!lltedl nl!ll Boss of revemne of Rs.2~59 crore nl!ll 
reSJllled o:lfthree servnce COI!llnUedROI!llS. . 

: . : ·. . 

Section 43(1) 6f the Electricity Act, 7003, ~ead- with Regulation 4 of Tamil 
Nadu Electricity Distribution Standards of Performance Regulation, 2004 
issued (September 2004) by the Tamil Nadu Electricity Regulatory 

. Conimission_{TNERC) stipulate that the Board shall provide High Tension ~ 
(HT) andExtra:High Tension (EHT) servicecmmections to a consumer within 

nu 
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150 days of receipt of application wherever such service 'connection involves 
extension and improvemept to the Board's side facilities. In case of extension 
of additional load without involving any extension or improvement work, the 
same was to be effected within 30 days. To adhere to the time schedule given 
by TNERC, the Board had also issued (May 2005)a flow chart stipulating a 
time schedule of activities involved in the service connection. 

· Audit noticed (May 2009) that (i) Sanmar Ferrotech Limited, Gummidipoondi 
applied (9 January 2008) for a new 110 KV EHT service with a maximum 
demand of 10,000 KVA for their proposed foundry unit. However, the 
application was registered on 8 May: 2008 and the load was sanctioned on 18 
August2008. The supply was effected. on 24 October20Q8, thereby taking an 
overall time of 290 days from the date of. receipt of application .. Thus, there 
was a delay of 140 days over and above the time fixed by TNERC. Further, 
there was delay hi preparingfeasibility report (up to May 2008), firming up 
the cost (upto August 2008) arid revision of the cost estimate three times . 
between April and August 2008. The successive delays were as a result of the 
field offices . and the Head Office of the Board having different opinions 
regarding recovery of the cost of bay extension works (Rs.l8.65 lakh) from 
the consumer even though the said expenditure was finally borne by the 
Board. Thus~ the Board .finalised load flow studies {April2008) which was· 
the basis for sanctioning the work and the cost estimates arid took 219 days as 
against the time schedule of 15 days prescribed· in its flow chart of activities. 
As the consumer could. he billed for the load of 10,000 KVA only from 24 
October 2008, the inordinate delay of 140 days in sanctioning and extending 
the load resulted in loss of revenue of Rs.l.21"' crore to the Board. 

(H) · M/s.Tulsyan NEC Limited, Gummidipoondi, having a sanctioned load 
of 7,500 KVA applied for an additional load of 5,000 KVA on 13 August 
2008. The application from the High Tension (HT) consumer was, however, 
registered by the Board only on 25 March 2009 and the additional load was 
sanctioned! on 31 March 2009. Thus, there was a delay of 198 days in giving 
additional load by the Board beyond the prescribed period of 30 days. This 
was despite the fact that the transformer of 33 KV industrial feeder and the 

. cable supplying power to.:the above consumer within the same sub-station was 
already having adequate capacity to cater to the proposed load and there was 
no requirement for carrying out any improvement work for effecting the 
additional load. The delay was mainly due to the fact that: · 

@ The Board comm~nced' the process ofobtaining sanction for additional 
. load only on 25 February 2009 and accorded sanction on 31 March. 
2009. 

@ During the intervening period, the Board sought ( 4 March 2009) 
. clarification within its two offices as to whether the additional load of 
- 5,000 KV A could be fed-at 33 KV voltage level even though the Board 

was aware (September 2006) that the load beyond 5,000 KV A without 
· any upper limit could be fed into the feeder at 33 KV level itselfand 

Calculated for the period from 9 June 2008 to 23 October 2008 at the rate of Rs.300 
per KVA for addition'alload of9,000 KV A. 

n:z. 
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'fhe Ci~layhirext~ndling acUditiphalioail fnnn~September 2008 to .March 2009 
< ll~-~ res~lted •. urn:~·ire~enue'i'o~s·~t: Rs.55.S?Olakh¢; beingthe monthly nninjmum · .•... 

c~ar_g~s"receiy~bJe.frbnn the .~.on.~~m~r: ·. :: · . . • · . · . .. · 

<{Iii) . -: cSri Kalln~biran1 MiH~~Limited; pquhil>atbre, (ddri~umer}; appHed to the . 
BMrd· on. 6.)un~:2006 ·for a-ri.ew high'[t(msio~rn service'cointn:ectioif,()f2,200 
KyA:_ . WhHeJ ~eeicin~( the ]13oard's> s~nc~io.n f<:)r .additionaL Joadl; ·the · 
S~p~rintendnng .• JEngineer, ..• G9imbator~·. 'stated .... that.:.•the. dlesired •. service . 

.. ,. , I . . ·, •. ·-- ... ·: ... ' , ........ ·: .• ·: .. . . . 

c()n;leC~ion WolJ!1.9 be pqs§ible pnly.. em tr~ltllsferrirng .of,~;oop KV A)oad from · 
. :tn~ ll KV.sing~nallur feeder.t~ th~ llO/H KV,Kammadlai Sub"-station (SS) .. 

by er~cti~g_ a t§·' MfVA po\Xer tr~nsfornw~f:at KaHUm~d.aVSS, whidi had\ already· •. · . 
. l?tren s~mctiz~ed;fy tlieBoa~d}nAprH ·20?4~ · · 

Tb~ ~mutt acborde<i sanction '(Augu~t;2.0.06) for. newrHT ~ervice .connection · 
· / anathe consum~r paid (§eptember 200Mthe requ.iired devdopm~nt.charges .. · 

a111d other. cha!g~s of RsJ9.l 6 lakh: · Th~. power Jra111~fonner required for . 
. .. K~Hinriadlai SS 'was received' ori' 5 JuU:Y:'2007 and\·· wa~ comm.i~sioned\ on 2 
·. ·A:ugu!st2007.1After compl~tion qf the Boardl>sid¢.,extension.'works and · . 

. · , . Jransfe( ofth~ above menti9~ed· load!,·• the:-!stipply to the G()ll~mmer. vy,~s effecte~ · . 
. ··m1·22.Novemh~t-2007 .. · Thus,·theBoard took.S33'days.from. 6Jime 2oo6.th 
: 22Nove!]]ber 2do1:against the time limitbflib days pre:s~ribed bythe Tamil 

· · .. ··-~.NaduElectHcity:ReguUatoiy Commissi9n .. ~.Th~ d~~~y_.was due· to {i) Board's. ··. 
, cllelay in · initi3;tiqg action to erect_ the secondlJ 6: MVA power transformer. tiU ··· .. 
June 2006 though the aidrniiriisthltive~approvarfot the same was accord\~d in' . 
ApriL2004, (ii)idelay ofJou.ur months..,Un supply QfJhe tralnisforlfner by tlrie · 
contractor and:·!(iii) delay; qf fou.ur montlrns ·in· Hfec~ing t~e new service .. 

• ··cqmiection:frqm!the.4ate of,commissio~ing;oft~e Hi.MVAJpowettramisformer 
· ·. at.the·KalHmadl~i. SS .was· due to non~synchronisatiqni of related!· Hll1le -works 

alongwitheli"e<;tjon oftransformers. ' · · · · 
. . . I . . 

Due to the abote mentiri~ed avoidlabie' deiays, the. Board took 4 n 3 dlays ill1l .. 
~icess ·or: th¢ ,·~rescribed .. tirn~ Jilin if of I 20 · dlays }or;: ~ffectnng: • the' service · 

... cppnectnr to ~hF_consum~r. This u:e~uit.edl in los~ ofsyope to. earn ireverme of .· .·· 
JRs,81.77 Ualldpo the BoarcL . · · -

I ;·:. .•.• . 
. •-. . . . .. . . ·.. . •• .· : .. ,. . .... . • > ·. ... 

Forthe above ¢a~es, the Board\ injits repUy.(Febru.u~ry; .lfu.une and! July 2009) to 
·-.the· statement of1 facts stated! that the aJUotmenl·o:f pO.wer.trarnsformers til the SS 
· ·.v\ras b~se((~oll11 :~he' priority •· sue~ ·as faihllre. ·replacement and · prevamng Road 

:condlitions :in:.p~rtic1llar•:ss.· .Tbe. se.r¥nce._connectio~ _tq·Sanmarr ferroteclrn'
1

.'. 

. ; Limited! wa:s ,effected! \vithin.:J70'd_ays;,fromr the. ~date .of registration of the 
, :: : . - : "· -.· I - - -· ·. : · , . . . ~ . • · . -· " · _ ·:·· · · _ .. . ,-· . . . . 

,_, ·.·, 

application ~uid iuince there was only a roarginal 0Ielay.of20 dlays. Jn case of 
.Tuisyan: NEC pmited~. the. a]ppHcation.::was-,_registered. after the'·~ornsumer. 
produced · envitornmentak clearance · certificate. ·. · , ··.The replies : weire >not" 

.:.··. .. . .. !. . . .. .. ·. • •. •.. '. . . .. . ... 
- .. -

--"··. 

Calc~lat~dforthe ~~riod 'from ll,Sept~mb~r 2oo8 to 3 iM~rth 2009 at the· rate of· ...• -. . 
Rs)OO pe~ KV A for•a~diiioriall()ad oi'4,500 KVA. . .. .. . . · .· · · .. ··.· .. ·. · .. · 

V . . . Ciilculat~4 for th~ periodfrpm 6 October2006 to 22 N<?v¢mbei" 2007 a~ the rate ,o( . 
~. -· ' . . · Rs;Joo IP~rKVAfor additiomil'load of2,200KVA; · · · ' · · 

n:L · 
.' i. 

: i 

. - -~ ' 
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convmcmg because the necessity to erect second power . transformer in 
Kallimadai SS arose as early as in August 2005 itself; when its peak load 
(12.56 MVA) was more than 70 per cent of its capacity. The delays in 
providing/enhancing sanctioned load were attributable to Board's laxity as 
mentioned in the paragraph. Belated action for procurement of transformers 
and registration of appliCations in both the cases indicated! that there was no 
foolproof monitoring system to ensure service connections were provided 
within stipulated time. · 

·Thus, lack of seriousness and failure to· synchronise the activities such as 
procurement of the transformer, line extension and other improvement works 
resulted in loss ofscQpe to earnadditiomil revenue to the Board. 

Audit suggests to that the Board may institute a monitoring mechanism to 
oversee that service connection are provided within the time limit. · 

The matter was reportep to the Government in April 2009; its reply was 
awaited (December 2009). 

3.18 Loss of ioUerest 

'fl!ne Board. did! Jmot regl!llllate tl!ne Uast date for l[JiaymeJmt of cl!llrrel!llt 
col!llsUllmptiollll cl!narges nJm respect of Uow tensnollll service col!lll!llectnons as per 
tllne Tamill Nadl!ll Eledrncnty · Sunppiy Code, which resuUed nn deRayed 
remittances of Mnns by the cmusumeii'S aund Ross of.i!lllterest of Rs.69.74Hakh 
to tllne Board. 

The Board has categoris~d its service connections as High Tension (HT) and 
Low Tension (L T) connections. As per Section 56 of the Indian Electricity 
Act, 2003, the. Board is required to give a clear 15 days' notice for 
disconnecting supply in .case of default of payment of Current Consumption 
(CC) charges by the consumers. The Tamil Nadu Electricity Supply Code 
notified by the Tamil Nadu Electricity Regulatory Commission (TNERC) with 
effect from I September 2004 stipulated that the due date for payment of CC 
charges for LT service connections shall be not less than five days from the. 
date of entry in the consumer card exclusive of 15 days' notice period prior to 
disconnection on account of non~payment. Thus, as per the policy of TNEB, 
the Board was to allow a maximum time limit of20 days tothe consumers to 
make payment without disconnection of their service connection. 

·. ·: .·. 
•. 

The Board adopted a system ·of biMmonthly assessment and collection of 
electricity charges for LT service connections. The Board also instructed 
(May/June 2006) that whenever the LT meter readings were taken after 26th 
day of the assessment month, the due date of payment would he beyond 15th.· 
day of the succeed big month after completion of 20 days from the date of 
meter reading. 

Audit noticed (April 2009) that the above billing·and collection system of the 
Board had resulted in a situation, wherein a majority of L T consumers, whose 
meter readings were taken between I 6th and 25th of the assessment month were 
allowed payment time of 21 to 30 days due to adoption of 15th day of the 
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collection month as the uniform last date irrespective of the date of entry in the 
consumer card.: Similarly, in case ·()f those consumers, whose service 
connections ·were . assessed between 261

h and 301
h of· the month were also 

allowedextra time up to five days due to adoption of201
h ofcollection month 

as the uniform last date for receiving the,payment. Thus, in both the cases the 
Board had been allowing excess time beyond 20 . days, which was a 
controllablr;: factor as 90mputerization of entire LT billing in the State 
commenced only in 2006-07. A test check of assessments and collection ()f 
CC charges cif LT co.nsumers in respect of two out ofnine regions viz., 
Chennai North and Cheimai South for the year 2008-09 revealed th~tthe CC 
ch~uges amounting to Rs.633.87 crore were collected with delays ranging from 
one to 15 days,. which resulted in lossof interest oLRs.69.74lakh" to the 
.Board,· 

The Board, in reply (May 2009) to the statement of facts, stated that due to 
operational difficulty it continued to adopt! 51

h day of collection month as the 
·last date of payment and the system of 30 days' assessment/collection would 
be taken on trial basis which would be implemented all over the State after 
analyzing the trial performance. · . . . · · 

Audit concludes that the Board's inability to restrict the last date for payment 
in line with the provisions of TNERC's Supply Code Tesulted in loss of 
interest ofRs.69~74 Jakh in respect ofthese two regions of the Board. The fact 
remains that the. Board still continues the same billing and collection system 
(December 2009) . 

. The matter was reported to the Board/Government in June 2009;their replies 

. were awaited (December 2009). · · · · 

3;19 NmN·emittcmce of service tax 

·TRue Corporatn~nn fanned! to co~lled anndl pay senllce ta}'( of Rs.UD7 crore as 
· per tllue reqll1lftremennt of tRue Fftnnannce Act· ~mdl~ therefore~ Jlnas allso !become 

nftalbUe to pay nnnterest/pemnllty amoll1lnn11:nnng to Rs.29.69 RalkRu. 

The Government of Indifi (GOI), by an amendment to the Finance Act, 1994, 
brought the renting onmmovable property for furtherance of business and . 
commerce within the ambit of taxable services from 1 Jurie 2007. The 
~orporation, by. virtue of beirig in the business of building/hiring of godowns 
in' this State became liable to levy and remit service tax arid education cess to 
the GOI at the rate of 12.36 per cent on the warehousing charges collected by 
it from its clients. The Corporation overlooked applicability of service tax to 
it till August 2008. The Corporation got itself registered only in September 
2008 as a service provider.and started collecting service tax from its clients. 
Audit noticed that for the period from 1 June 2007 to 30 September 2008, the 
Corporation was liable to pay service tax of Rs.l.l5 crore on the rent collected 

0 At a cash credit interest rate of 10 per cent per annum. 
nns 



Audit Report (Commercial) for the year ended 31 March 2009 

but it actually collected and remitted Rs.7.83 lakh only. Since the Corporation 
had never levied service tax for the services for this period, it saddled itself 
with a liability of Rs.I.07 crore· and also became liable to pay a sum of 
Rs.l 0.43• lakh as interest and Rs.l9.26• lakh as penalty due to non-remittance 
of service tax up to June 2009. 

The Government replied (November 2009) that Corporation was continuously 
pursuing recovery of the service tax. 

Audit concludes that due to delayed application of the provision of Act, the 
Corporation failed to levy service tax from the clients which resulted in 
avoidable liability of statutory dues of Rs.l.07 crore to the Government with 
an additional avoidable I iability of penalty/ interest of Rs.29 .69 lakh. 

• Interest under Section 75 calculated at 13 per cent from I October 2008 to 30 June 
2009. Penalty under Section 76 calculated at 2 per cent per month from I October 
2008 to 30 June 2009. 
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. . . -! . 

ExplotmJJtOll')' notes oiuttstotmling· < 

3.20Jl The ·comptroBer and-Auditor .. General of lndia?s Audlit Reports 
represent the culminatiOII1l of the process of scr~tiny starting with initial 

: inspection of accounts and records maintained in the various offices of !Public 
Sector Undertakings (PSUs) ·and! Departments of the G~>Vermnent. It is, 
therefore, necessary that they elicit appropriate and timely responsefrom the 

_-Executive. - Fi_riance Department, Government of Tamil Nadlu had issued 
--instructions (J~muary I99l) to aU Administrative- Departments to submit 
explanatory notes indicating-c6rrective/remedlial action taken or proposed. to· 
be taken on the paragraphs and reviews induded in ·the Audit Reports within 
six weeks of their presentation to the Legis[ature, without waiting for any 
notice or caB from the Committee on IPu.lbHc Undertakings (COPU). 

The Audit Reports for the years . 1998-99, 1999-2000, 2000-0 I, 
20CH-02, 2002~03, 2003-04;- 2004-05; 2005-06, 2006-:07 and-2007-08 were 

· presented to the State Legislature in April1999, May 2000, September 2001, 
May 2002, May 2003, July 2004, September 2005, August 2006, May 2007; 
May 2008 .andl;July 2009 respectively. Nine out of 18 departments, which · 
.were commente.dl upon, had.notsubmitted explanatory notes on 72, out of273 
paragraphs/reviews, ·as of30 November 2009, as indicated below: 

1999-2000 . 28 

2000-01 25 

2001-(,)2 . ·. 32 6 

2002-03 29 2 

2003-04 24 5 

2004-05 . 25 9 

2005~06. 30 11 

2006-07 27 12 

Paras/ reviews for which no explanatory notes were received but discussed by COPU 
·are excltided. 
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Department-wise analysis is given in the Ammexmure-14. The Industries 
department · (34) is responsible for non-submission of large number of 
explanatory notes. 

. . 

Compliance with the Reports of Committee on Public Undertakings (COPU) 
. . . 

. . - . . . - . - . 

3.20.2 The action taken notes to the paragraphs inCluded in the Report of the 
Committee on Public Undertakings (COPU) are to ~be furnished by the 
concerned departments within six weeks from the date of presentations of 
these reports to the State Legislature; Replies to 30 paragraphs pertainirigto 
23 Reports of COPU pres~nted to the ~tate Legislature between January 2001 
and Julie 2009 had not been received as of December 2009 as indicated below: 

2001-02 8 9 

2002-03 3 3 

2003-04 4 6 

Response to inspection reports~ draft paragraphs and reviews 
- - - -

3.21 Audit observations noticed during audit and not settled on the spot are 
communicated to the heads of the Public Sector Undertakings (PSUs) and 

· departments of the State Government through inspection reports. The heads of 
PSUs are required to furnish replies to the inspection reports through the 
respective heads of departments within a period of six weeks. Inspection .. · 
reports issued up to March 2009 pertaining to 60 PSUs disclosed that 2,800 
paragraphs relating to 684 inspection reports remained outstanding at the end 
of September 2009; of these, 82 inspection reports containing 217 paragraphs 
had not been replied to for more than two years. Department-wise break-upof 
inspection reports and audit observations outstanding. as on 30 September 
2009 are given in Amnexmre-15. · 

. ' . . -. . 

Similarly, draft paragraphs and reviews ~n the working ofPSUs are forwarded . 
to the Principal . Secretary/Secretary · of the administrative department · 
concerned .demi-officially seeking confirmation of facts and figures and their 
comments thereon within a period of six weeks. It was, however, observed 
that 15 draft paragraphs and two reviews forwarded to the various departments 
during the period from April to December 2009, as ·detailed in Ammex1lllre.;.16, 
had not been replied so far (December 2009). . · 
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(Re.fern-ed to nnn ·p~uagnipb L 7) 
Stta1ttem~~t sllnownung parttncunllairs of~p-to-date pand:.unp capntaR, nGauns oun~stta~ldlnHng amid m·a~powen- as oun3lL Marci!n 2G09 nun resped of. 

. . . . Goven-unmeunt compalinnes.aund StaituntGiry ICGJrjpOJtatnolins . . . 

Tamil Nadu Industrial Investme~t 
Corporation Limited (TIIC) 

Enterprises 

' ' :. ,'. . .. ' ·! \ '"' •' . " .. ,, . ' 

.•• ~~"" ...... S(a)'to 6(dl) are RllBjpees iHll CJroiJre). 

266.02. 
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Sl. Sector and nam~ or th~ Company Name of the Month and Paid-up upl181 Lotlm outstandin&at th~ dose or2008-09 Debt Manpower 
No. Department year or equity 

I lncorpo-
~ 

ratio 
ration 

.. 
2008-09 . (p~loas 
year) 

Stale Ceetral Ol•n Total S..ce Central Olb~n Tol81 
',. Govern- Govern- Govern- Govern-

meal ment meal ment 

( I) (2) (.J) (4) 5(a) 5(b) S(c) 5(d) 6 (a) 6 (b) 6(c) 6(d) (7) (8) 

6 Tam1i Nadu Handloom Development Hand loom, September 2 67 - - 2.67 - - - - - 20 
Corporation L1m1ted (TN Handloom) Hand1crafis, 1964 

Textiles and 
Khad1 

7. Tam1l Nadu Small industries Development Micro, Small March 1970 8 70 --- - 8 70 -- -- - - -- 387 
Corporation Limned (TNSIDCO) and Medmm 

Enterprises 

8 Tamil Nadu AdHirav1dar Housmg and Ad1-<lrav1dar February so 18 44.94 -- 95 12 0.09 - --- 009 -- 401 
Development Corporation Lim1tcd and Tnbal 1974 (0.001 :1) 
(TA HDCO) Welfare 

9 Tam1l Nadu Transport Development Transport March 1975 43.03 --- 18.71 61.74 -- -- 40.00 40.00 0.65:1 38 
Corporation L1m11ed (TTDC) (0 78 I) 

10 Tam1l Nadu Backward Classes Economic Backward November 12 27 -·-- --- 12.27 --- --- -- -- -- 15 
Development Corporation L1m11ed Classes and 1981 
(TABCEDCO) Most 

bacbvard 
classes 
Welfare 

II Tam1l Nadu CorporatiOn for Development Social December 040 0.38 -- 078 - - - - - 545 
ofWomen Limited (TN Women) Welfare and 1983 

Noon·meal 
programme 

12 Tam1l Nadu Urban Finance and Mumc1pal March 1990 31 02 --- 098 32.00 460 819 477 70 49049 1533 I 38 
Infrastructure Development Corporation Admims- (21.49. 1) 
Limued (TUFIDCO) tration and 

Wat.er 
Supply 
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Tamil Nadu Minorities Economic 
~Development Corporation Limited -
(TAMCO) .· .- .... 

to tan 

Tamil Nadu hidustrial Development 
Corporation Limited (TIDCO) 

State Industries Promotion Corporation of 
Tamil Nadu Limited (SIPCOT) 

Classes and~~ 
Most 
backward 
classes 
Welfare 

16. I Tainil Nadu State Construction Corporation 1· Public ~orks 
Limited (TN State C()ristruction) 

17. .I Tamil.Nadu Police Housing Corporatiof1 
·Limited (TN Police Housing) ' 

18. ' Park Liinited(TIDEL, Chenmii). 

·Home 

Infoimation- ·
Technology 

Februar:y 
1980 

Aprill981 

December 
. 1997 

19: i-1 Tamil Nadu Rural Housing and 
Infrastructure.bevelopnient Corporation · 
Limited (TN Rural Housing) 

·Rural . I· Januar:y 1999 
Development 
and 

-Panchayat 
Raj -

-- I~ I ---

I ---44.0_0 

1.00 

-
3.00 3.00 

U25 

8.19 I 875.78 I 888.66 n.78:i 

275.59 3.83:1 81 
( 1.35: I) 

294 

~ 

~- I --- I -- -- I 95 
(0.20:1) 

- I 
---

I 

---

I 

---

I 

321 

--. -- --- 33 ---

{42.12:1) 
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21. I Guindy Industrial Estate Infrastructure I I June 2004 I I --- I 0.01 I 0.01 I --- I --- I --- I --- I --- I 4 
Upgradation Company (Guindy Estate) 

22 I Tamil Nadu Road Infrastructure Highways March 2005 I 5.00 I --- I --- I. 5.00 
Development Corporation (TN Road) 

-23. I Tide! ParkCoimbatore Limited Information June 2007 
(TIDEL,Coimbatore) Technology 

I ·---· I --- 1 45.02 I 45;02 I --- I --- I 41:40 I 41.40 I 0.92:1 I 4 

24 I Adyar Poonga I October 

I 
0.10 --- --- o:w 

2008 I I I I I I I 
210.04 --- 89.71 299.75 I 275.59 I --- I 41:40 

MANUFACTURING 

25. I Southern Structurals Limited (SSL) Industries • October 34.35 0.04 . 0.15 34.54 . 70.00 --- --- 70.00 2.03:1 
.. )956 . . (2.03:1) 

26. I Tamil Nadu Small Industries Corporation · Micro, Small Septe'mber 20.00 --- --- 20.00 . 19.44 --- --- 19.44 0.97:1 I 253 
· Limited (T ANSI) and Medium 1965 (1.76:1} 

Enterprises 
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Tamil NaduTextiles Corporation Limited 
(TN Textiles) 

Texti 
·Khad 

28. I Tamil Nadu Zari Limited (TN Zari) ·Handloom, I December I 0.34 --- I -- I 0.34 ' --- ---. --- -- ---
Handicrafts, 1971 

. Textiles and 
Khadi 

29. I Tamil Nadu Handicrafts Development I Handloom, 1· ·.July I973 .I 2.05 I 1.16 .,. o.oi 
I 3.22 I --- I --- I .. 0.53 I 0.53 I 0.16:1 I 145. 

Corporation Limited (TN Handrcrafts) Handicrafts, (0.35: I) . 
Textiles and 
K~adi 

30. I Tamil Nadu Salt Corporation Limited Ind~stries . July 1974 .3.17 --- --- 3.17 ' . . ' . --- --- . --· -- 61 
(TN Salt). ' 

I 't·' 

31. I Tamil Nadu Sugar Corporation Limited Industries October 6.79 --- 1.00 7.79 34.50 -- 25.56 60.06 7.71:1 450 
(TASCO) 1974 

32. I . Tamil Nadu Cements CorjJoration Limited Industries F,ebruary · 1· 37.42 I --- I --- I 37.42 I 7.14 I --- I --- ' ,·I 7.14 I 0.19:1 I 1,250 
(TANCEM) ' 1976 

33. I Perambalur Sugar Mills Limited (PSM) ·. ' · Industries July 1976 I --- I --- 1 ·4.17 I 4.17' I 25:97 I --- 1 t3.'n. 1· 39.74 ·I 9.53:1 I 417 
(subsidiary ofTASCO) 

34. · I State E~gineering and Servicing Company Micro, Small I April, 1977 , ' I ---
I I 

0.50 

I 
0.50 

I 
4.87 

I 
---

I 
2.29 

I 
7.16 

ofTamil Nadu Limited (SESCOT) :and Medium I (8.94: I) 
. (subsidiary of·T ANSI) ,Enierprises 

35. Tamil Nadu Minerals Limited (TAMIN) . 15.74 
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36. I Tamil Nadu Magnesite Limited Industries January 1979 16.65 --- -- 16.65 --- --- 0.75 0.75 0.05:1 I 513 
(TANMAG) (0.42: I) 

37. I Tamil Nadu Telecommunication Limited Industries Aprill979 --- --- 22.67 22.67 --- --- 24.45 24.45 1.08:1 I 81 
(TTL) . 

38. I Tamil Nadu Industrial Explosives Limited Industrie~ February 22.14 --- 4.82 26.96 12.67 --- --- 12.67 0.47:i I 567 
(TIEL) 1983 (0.24:1) 

39. I Tamil Nadu Medicinal Plant Farms and Indian September 1.00 --- 1.00 --- --- --- -- --- I 109 
Herbal Medicine Corporation Limited Medicine 1983 
(TAMPCOL) and 

Homeopathy 

40. I Tamil Nadu Leathe~ Development Micro, Small I March 1983 I 2.50 

I --- I --- I 
2.50 

Corporation Limited (TALCO) and Medium I I I I I (9.29:1> 
Enterprises 

41. I Tamil Nad~ Paints and Allied Products Micro, Small I November I --- I --- I 0.02 I 0.02 I --- I --- I --- I -- I --- I II 
Limited (TAPAP) and Medium 1985 

Enterprises 

42. I Tamil Nadu Newsprint and Papers Limited Industries May 1988 24.45 --- 44.93 69.38 --- --- 481.35 481.35 6.94:1 1,808 
(TNPL) 

wise total 188.14 1.20 78.27 267.61 175.71 -- 548.70 . 724.41 2.71:1 7,437 

POWER 

43. I Tamil Nadu Power Finance and Energy. June.l991 22.00 --- --- 22.00 108.00 
I 

---
I 

---
1

108.00 I 4.91:1 I 22 
Infrastructure Development Corporation (4.91:1) 
Limited (TN Powerfin) 
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Udangudi Power Corporation Limited 

.. (Ud~ngudi_~o\Ver) •· .. 

Sector wise totall I I I ..:..:.uu I --- 1· w.uu I .u.uu I IUIWU I --- I --- I tos.oo I 4.9U:U I 22 

§ElRVllCE 

45. · I Tamil Nadi.t Tourism Development Information June 1971 10.43 --- --- .. 10.43 3.65 --- --- 3.65 0.35:1 I 555 
Corporation •Limited. (TTDC} and Tourism I (0.78:1) 

46 I Tamil Nadu Civil Supplies Corporation Co-operation, Aprill972 39.01 --- -- 39.01 --- --- --- --- -- 17,644 
Limited (TNCSC) Food and 

Consum~ 
ProteCtion 

47. I Poomouhar Shiooine: Comoration Limited I Highways I Aprill974 · I 20.53 I --- I -- I 20.53 I --- I --- I --- I --- I --- I 138 
(0.15:1) . 

48. I Ele_ctronics Corporation ofTamil Nadu · Information --- I 190 
Limited (ELCOT) Technology 

49. I O~ersea5 Manpower Corporation Limited Labour and November I 0.15 I --- 'I --- I ·.· 0.15 I --- I --- I --- I -- I --- I 21 
(OMPC) Employment 1978 

50. I Tamil Nadu State Marketing Corporation Prohibition · May 1983 I . 15.oo · 1 --- '•I --- I '15.00 I --- I --- I --- I -- I --- I 30:424 
Limited (T AS MAC) and Excise 

51. -I Palla van Transport Consultancy Services Transport 

I· 
February I --- I --- I 0.10 I 0.10 I --- I --- I --- I -- I I 10 

Limited (PTCS) 1984 
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SL S«tor IDd Di me or the CompiDy lli•meorthe Month 1od P1ld-up Clpltll Loins outstlndiDJ •t tbe close of 2008-09 Debt M•npower 
1'\o. Deputment yen of equity 

lncorpo- . ntlo 
ntlon 2008-09 

(previous 
yen) 

Sllte Ceatral Otben Totll Sate Ceotnl Otllen Total 
Gonn- Govera- Goven- Goven-
~DeDI mNI meat meat 

( I ) (2) (3) (4) 5(•) 5(b) 5 (c) S(d) 6(1) 6(b) 6(c) 6(d) (7} (8) 

52 Tam1l Nadu Med1cal Serv1ces Corporation Health and July 1994 404 - - 404 - -- - ·- - 197 
L1m1ted (TN Med1cal) Fam1ly 

Welfare 

53 Tamil Nadu Ex-serv1cemen's Corporation J>ubhc (Ex- January 1986 0 23 - - 023 -· -- ·- - - 61 
I Limited (TEXCO) servicemen) 

54 Metropoh1311 Transpon Corporation Transpon October 392 97 - - 392.97 22343 - 7666 30009 0.76.1 22,594 
L1m1ted (MTC) 2001 (0 22. 1) 

55 State Express Transpon Corporation Transpon January 2002 189.00 - - 189.00 18 50 - 165 12 18362 0 .97 I 7,571 
L1m1ted (SETC) (0.27. 1) 

56 Tamil Nadu State Transpon Corporat.1on Transpon December 117.39 - - 117.39 7 98 -- 70 IS 78 13 067 I 17,902 
(Co1mbatore) L1m1ted (TNSTC, 2003 (0 80 I) 
Co•mbatore) 

57 Tam• I Nadu State Transpon CorporaUOI} Transpon December 119 84 -- - 11984 -- - 127 20 12720 I 06. 1 20,521 
(Kumbakonam) Limited (TNSTC, 2003 ( I 13:1) 
Kumbakonam) 

58 Tamil Nadu State Transpon Corporation Transpon December 51.85 -· - 51.85 5 74 -- 82 17 87 91 I 70:1 12.215 
(Salem) L1m1ted (TNSTC, Salem) 2003 ( I 62 .1) 

59 Tam1l Nadu State Transpon Corporation Transpon December 7760 --· - 7760 -·-- ··- 128 75 128 75 166 I 23,558 
(VIIIupuram) L1mited (TNSTC. 2003 ( I 62 I) 
VJJiupuram) 

60 Tamil Nadu State Transpon Corporation Transpon January 2004 317.91 -- -- 317 91 -·- - 87 48 87 48 0.28:1 25,014 
(Madura•) L1m1ted (TNSTC. Madura•) (0 29 I) 
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. Arasu Cable TV Corj)oration Limited 
(Arasti Cl!ble TV) 

62 I Chennai Metro Rail Limited (Chennai Transp!Jrt. December 50.00 --- --- 50.00 500.00 --- --- 5oo:oo .. I w:oo:I 
Metro) · · 2007· 

Sedor wise totl!lll 1,456.88 -- 0.10 n,456.98 795.65 -- 737.53 1,533.18 1:05:1 I 1,78,648 

Totl!lll A (Allll sector wise worlkilrng · 2,316.03 46.52 215.24 2,577.79 1,359.85 . 8.19 2,203.41 3,571.45 1.39:1 I 1,97,925 

Goverl!llmellllt COIDJPilllllllies) 

!B. I Worlkillllg Stl!ltutory CorJPIOrllltiolllls 

IP'OWER 

I,. · 1 Tami(Nadu.Electricity Board (TNEB) \ E~ergy · 1 July .1957 · 1 2,050.00 --- -- 2,050.00 --- . 20,250.32 ' 20,25032 9:88:1 I 76,465 
(11.45:1) 

2,050.00 --- -- 2,050.00 --- --- 20,250.32 20,25032 9.88:1 I 76,465 

SERV:llCE. 

2, ·1 Tatriil Nadu Warehousing Corporation · . 3.81 I 3~80 I --- I 7.61 I ·I . .. ·---- I --- --- I --- I 441 
(TANWARE) 

·Consumer 
Protectio~ 

wise total 3.81 3.80 441 

Totlllll B (AHll s~dor wise worndllllg 2,053.81 3.80 76,906 . 

Stlllhntory CorJPioll"llltiolllls) 

Grlllmll totlllll (A+B) I I ·I 4,369.84 .I 50.32 1· 215.24 1 4,635.40 I 1,359.85 I 8.19 1 22,453.73 1 23,821.11 1 5.14:1 I 2,74,831 
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c. I Non-worki1111g Govemme1111t 
companies. 

AGRICULTURE & ALLIED 

I. I Tamil Nadu Agro Industries Development Agriculture July 1966 6.01 --- -- 6.01 20.73 -- --- 20.73 4.16:1 
Corporation Limited (TN AGRO) (1.03). .· (1.03) (3.03:1) 

2. I Tamil Nadu Poultry Development Animal July 1973 1.27 -- --- 1.27 5.72 -- --- 5.72 4.50:1 
Corporation Limited (T APCO) Husbandry (4.51:1) 

and Fisheries 

3. I Tamil Nadu State Farms Corporation Agriculture December· I 1.55 I --- I -- I 1.55 
Limited (TN State Farms) 1974 

4. I Tamil Nadu Sugarcane Farms Corporation Agriculture February I 0.28 I --- I. --- I 0.28 
Limited (TN Sugarcane) 1975 

Sector wise total 9.11 

I --- I -- I 
9.11 I 26.45 I - I -- I 26.45 I 3.27:1 

(1.03) (1.03) 

FINANCE 

5. I The Chit Corporation ofTamil Nadu Commercial January 1984 0.06 I --- I --- I 0.06 
Limited (TN Chit) Taxes 

total I 0.06 I --- I -- I 0.06 

'RUCfURE 

6. I Tamil Nadu Magnesium and Marine Industries March 1997 I --- I --- I 3.62 I 3.62 
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7. I Tamil Nadu Steels Limited (TN Steels) Industries ·Sepiember 3.92 --- --- 3.92 2.68:1 
1981 (2.68:1) 

8. I Tamil Nadu Graphites Limited (TN Industries March 1997 0.10 -- - 0.10 
Graphites) 

41.112 - - 4.02 5.84 - 4.66 no.5o 2.6t:U 

Tamil Nadli Film Development Corporation Information Apri11972 13.91 --- -- 13.91 19.52 --- --- 19.52 1.40:1 
Limited (1)'1 Film) and Tourism (0.89:1) 

Tamil Nadu Goods Transport Corporation Transport March 1975 0.27 -- ' 0.06 0.33 
Limited (TN Goods) 

II. I Tamil Nadu Institute o{Information Higher February I 5.10 I --- I -- I . 5.10 

Technology (TANITEC) Education 1988 

Sector wise totan 19.28 - 1().1()6 19.341 I U9.52 I -- I - I 19.52 I ton:n 

'lf'otaliC (Ann sedoll" wfise No!Ill-WOII"lkllllllg 32;47 - 3.68 36.15 I 51.81 I -- I 4.66 I · 56.47 I 1.61:1 

Govell"llllmellllt ~eom!Pilllllllfies) (L03) (U.03) 

Gl!"amll Man (A+IB+IC) 4,4112.3! 50.32 2ll8.92 4,671.55 I ll,4H.66 I 8.19 I 22,458.39 I 23,878.241 I .6.75:ll I ·2,74,831 
. (U.03) (ll.03) 

Note 
Above includes Section 619~8 at SI.No.18, 20, 21, 23, 37, 42 
Paid-up capital includes share application'money. 
Loans outstanding at the close of2008-09 represent long-term loans only. 
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Audit Report (Commercial) for the year ended 3/ March 2009 

ANNEXURE-2 

(Referred to in paragraph 1.15) 

Summarised financial results of Government companies and Statutory corporations for the latest year for which accounts were finalised 

(Figures in columns S(a) to II are Rupees in crore) 

SL Sedor ud Name of Period of \ 'eu 1.8 Net Profit(+)/Loss(·) TantOnr lmpKt of Paid- ArriUIIWiattd Capital Return on Perre.IJIIe 
No. tile Com paay arcoants w•lc• Arroaat ap profil(+)( employed" capital returu oa 

fiaaliled Jliet proftt/loas lateral ~prerilltloa Net comments capital Lost(·) employed' capital 

' before laterest profit/loss 
.I • employed 

and depre-
riatioa 

(I) (l) (.3) (4) S(a) 5 (b) 5 (r) 5(d) (6) (7) (8) (9) (10) (II) (12) ! 
I 

A Workinc Government 
companies 

AGRICULTURE & 
ALLIED 

I TN F1shenes 2007-08 2008-09 207 ... 017 190 213 50 4 45 (-)2 19 360 190 52 78 

2 TAFCORN 2008-09 2009-10 11 84 2 .00 051 9 .33 44 39 3 76 5933 61.31 11 33 18 48 

3 TANTEA 2Gq8-09 2009-10 1091 002 1 68 921 66 82 5 96 (·)10.79. (-)0 81 9 23 --
4 ARC 2008-09 2009-10 0.80 0 .31 038 0 11 18 88 8 45 (-)16. 17 (-)2 22 0.42 -

Srrtor wiK total 25.62 2.33 2.74 20.55 .343.59 22.62 30.18 61.88 22.88 36.97 

FINANCE 

5 T IIC 2008-09 2009-10 91 18 61 05 077 29 36 147 42 283 49 (-)246 00 1.044 53 9041 866 

6 TN Handloom 2007-08 2009-10 (-)0 53 0 36 --- (-)0 89 0 89 4 29 (-)2 22 (-)9 96 (-)0 53 ---
7. TNSIDCO 2008-09 2009-10 139 ·~-- 0 23 I 16 84 83 8 70 46.36 36 13 I 16 3 21 

8 T AHDCO 2007-08 2008-09 2 87 067 0 34 1 86 12 45 95 12 2094 135 73 2 53 I 86 

9 TDFC 2008-09 2009-10 9628 92 36 006 3 86 10020 61 74 7012 1.04931 96 22 9 17 
------ --- -
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Audit Report (Commercial) for the year ended 3 I Marc/1 2009 

SL Sedor uc1 N•- or Period or Year• Nd Proftt(+~-) Tui'IIO\'rr Impactor Paid- ·Accumulaltd C.pllal Rdllraoa Prreauacr 
No. die Compaay IICCOtllll ... .... A«out ap pronl(+)l employtd" capital rdllra oa 

nulllrd Net profttlloa lalerelt Drprrdadoa Nrc commruts capital Lost(-) employed' capllal 
bd'ore .. lerat pronCIIou rmploytd 
aaddepft- . 
cladoa 

(I) (2) (3) (4) 5(1) S(b) S(e) s (d) (6) (7) (8) (9) (10) (II) (12) 

27. TNText1les 2008-09 2009-10 0.18 ·- 002 0 .16 13.33 I 54 (-)0 22 4 96 0.16 3 23 

28. TNZari 2008-09 2009-10 (·)0.61 ·- 017 (-)0.78 22. 16 0 34 2 .44 2.85 (-)0.78 -
29. TN Handicrufts 2008-09 2009-1 0 2.10 0.07 0.17 1.86 2239 3.22 1.56 5.75 1.93 33.57 

30. TN Salt 2008-09 2009-10 1.69 ... 0.49 1.20 16.86 3.17 5.98 9.24 1.20 12.99 

31. TASCO 2008-09 2009-10 7.47 12.33 060 (-)546 92.32 7 79 (· )119 02 (-)4.51 6.87 - ' 

32. TANCEM 2008-09 2009-10 5.50 0.61 2.31 2.58 177 28 37 42 (-)43 28 64 .92 3.19 4.91 

33 PSM 2008-09 2009-10 (-)0.65 12.04 043 (-)13.12 75.84 4.17 (-)134.68 (-)61 31 (-)1.08 -
34. SESCOT 2008-09 2009-10 (-)0.01 0.39 ... , .. (-)0.40 - 0.50 (-)19.63 (-)2 07 (-)0.0 1 -
35. TAM IN 2008-09 2009-10 3.48 0.35 2 63 o.so IOS.OS IS 74 83.44 99.70 0.85 0 8S 

36. TANMAG 2008-09 2009-10 5.70 1.52 0.94 3.24 58.92 16.65 (-)25 47 (-)17 21 4.76 -
37. TTL 2008-09 2009-10 (-)3.79 1.41 2.25 (-)7 45 19.23 22.66 (-)44.68 13.52 (-)6.04 -
38. TIEL 2007-08 2008-09 (·)14.63 0.97 1.01 (-)16.61 19.00 27.03 (-)64 00 25.53 (-)15.64 --
39. TAMPCOL 2007-08 2008-09 2.91 0.02 045 2.44 12.78 0.21 8 44 11.44 f46 21.50 

40. TALCO 2008-09 2009-10 0.06 1.45 - (-)1.39 0.01 2.50 (-)28 66 (-)16.20 0.06 -
4 1 TAPAP 2008-09 2009-10 0.18 0.12 0.01 o.os 3.08 0.02 0.38 0.47 0.17 36. 17 

42. TNPL 2008-09 2009-10 257.46 49.27 100.80 107.39 1,06646 69.38 457 00 1,689.48 156.66 9.27 

S«tor wise total 323.74 92.85 112.68 118.21 1,828.26 266.88 (-)46.54 2.095.21 211.06 10.07 

POWER 

43 TN Powerfin 2008-09 2009-10 357.64 314.19 5.85 3760 375.19 22 00 106 89 3.342.94 351 79 10 52 

44. Udangudi Power First Account not finalised 

S«tor wise total --- --_l_ --- 357.64 314.19 5.85 37.60 375.19 22.00 106.89 3,342.94 351.79 10.52 
- - ---- -----
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Audit Report (Commercial) for the year ended 31 March 2009 

Sl. Sector and Name of Period of Year Ia 
., 

Net ProfiC(+)/1.-(·) ,. Tanover lmplldof Pllld4p Accamulllted C. pita I Rmn11on Percet~t~~~e 
No. the Company accoants whkh Aceot~at a pita I proflt(+)l employed" capital rehln on 

fiullscd Net Interest Dtpre- Net profltn- CODIIMDI '-<·) employed' capital 
profit/loll cladoa ' • employed 
before ... ·"": :I ~o.l:l ' - j \.-'" 

I .tli"'J .. ' - . ' 1 ~ Interest and ' . ,. •J ( I- 4~ 

depre- ' 
I~ ' •. 

] ' "'~' ~~ . •. .. 
~ • . , . ~ - . . .. 

dation ·~ 
.f·:~ ( - ~" ' ~ . ' ,, 

'' }l. 

(1) (2) (3) (4) 5 (a) 5(b) 5 (c) .. 5(d) (6) m - (8) (9) (10) (II) (12) 

B Working Statutory 
corporations 

POWER 

I. TNEB 2007-08 2008-09 (-)1.716.95 1,121.71 673 42 (-)3,512.08 15,672.85 1,200.00 (-)9,642.53 12,547.60 (-)2,390 37 -
Sector wise total (-)1,716.95 1,121.71 673.42 (-)3,512.08 15,672.85 1,200.00 (-)9,642.53 12,547.60 (-)2,390.37 -
SERVICE 

TANWARE 2007-08 2008-09 5.05 - 0.97 4.08 22.57 7.6 1 2.92 52 35 4 08 7.79 

Sector wise totlll s.os - 0.97 4.08 22.57 7.61 2.92 52 .. 35 4.08 7.79 

Totlll B (all sector w~ (-)1,711.90 1,121.71 674.39 (-)3,508.00 15,695.42 1,207.61 (-)9,639.61 12,599.95 (-)2,386.29 -
working Stlltutory 
corporations) 

Totlll (A+B) (-)470.87 2,046.92 1,219.48 (-)3,737.27 42,534.33 3,741.96 (-)13,047.80 23,984.23 (-)1,690.35 --
c. Non working 

Government 
companies 

AGRICULTURE & 
ALLIED 

I TN Agro 2002-03 2003-04 (-)3 74 3 70 -- (-)7 44 -- 601 (-)42 9 1 5 32 (-)3 74 -
2 TAPCO 2007-08 2008-09 (-)001 003 -- (-)0 04 -- I 27 (-)10.27 (-)3 20 (-)001 --
3 TN State Fanns 2007-08 2008-09 - - - - - 155 (-)1.55 - -- -
4 TN Sugarcane 2000-01 200 1-02 -- - -- - -- 028 (-)0 18 0 10 -- -

Sector wist total (-)3.75 3.73 - (-)7.48 - 9.11 (-)54.91 2.22 (-)3.75 -
----
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Capital employed represents net fixed assets (including capital work-in-progress) PLUS working capital except i~ case of finance companies/corporations, where the capital employed 
is worked out as a mean of aggregate of the opening and closing balances ofpaid-up capital, free reserves, bonds, deposits and borrowings (includingretinances). 

Return ~n capitalemplqyed has been worked out by adding profit and ir\terestcli~rged top~ofit 'and loss accburit. . I .. I ' • 
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Audit Report (Commercial) for tile year ended 31 Marcil 2009 

ANNEXURE-3 

(Referred to in paragraph 1.10) 

Statement showing grants and subsidy received/receivable, guarantees received, waiver of dues, loans written off and loans converted into equity during 
the year and guarantee commitment at the end of March 2009 

(Figures in columns 3(a) to 6(d) are Rupees in crore) 

:.SL · S«tbr .aJ!!I ~~!' ~ - Eqaitylloaas Granll 1nd subsidy received da.rlag die ye1r Gurantees received during Waiver of dues duriDJ die year 
-N«:t . COIPPin~ -. ·. ;· •;· . recdved out or die year 1nd rommitment at ''"' .• ' 

' . 
~~- ,' ~~i~j' ·.. ' - bad&et during the • the ead or tbe year ~ 

r . I 

.>r , ·. · ~'\ '' year ' ' t ~~ • •5 ~~ ,, 
" ,, . " 1 Equity Loa as Central State Otben Total Received Commitment Loa as Loan lnteresVpenal Total 

',> ·' ,,.!.?~:;.(~ . 
I' ~- ·~,_~,~ Government Govemment repayment converted Interest 

t '. ~- '~.t written orr Into equity waived 

(1) ··-.tlV;,i;. 
. ·:··~44t'· 3 (1) 3 (b) 4 (1) 4(b) 4 (c) 4 (d) 5(1) S(b) 6 (1) 6(b) 6 (c) 6(d) 

\Vorking Government 
companies 

AGRICULTURE AND ALLIED 

I. TN Fisheries -- --- 1.11 (G) -- 2.50 (S) I.II(G) - -- -- - -- ---
2.50 (S) 

2. TAFCORN -- - 1.73 (G) -- -- 1.73(G) -- - --- - - --
1.73 (S) ) .73 (S) 

3. TANTEA -- - 0.23 (G) - -- 0.23 (G) -- -- --- -- -- ---
0.35 (S) 0.35 (S) 

Sector wise total - - 3.07 (G) - 2.50 (S) 3.07 (G) - -- - - - --
2.08 (S) 4.58 (S) 

FINANCE 

4. TIIC -- --- --- 5.00 (S) 5.00(S) IO.OO(S) -· 316.14 ·-- -- - ---
5. TN Handloom -- --- -- - -- --- 5.50 5.50 --· - - ---
6 TNSiDCO --- ·-· 0.79 (G) 0.19 (G) -- 0.98 (G) --- -- --- -- -- ---
7. TAHDCO -- ~ ....... 36.14 (G) 25.00 (G) --- 61. 14 (G) - 32.65 3.47 -- 0.60 4.07 

3614 (S) 25.00 (S) 61.14 (S) 
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Audit Report (Commercial) for the year e11tled 3 I March 2009 

Sl. Sector and Name or the Equity/loans Grants and subsidy received during tbe year Guarantees received durinc ,:- ~ "'· J. Waiver or dues duriac tbe yur --l.il . I 
No. Company reuived out of tbe year and commitment at 

,_, 
y 

budget during tbe ' tbe end oftbe year 1: " year 
) ] 

' Equity Loans Central State Others Total Received Commitment Loans Loan Interest/penal Total - Government Government repayment converted interest 
written orr Into equity waived 

(I) (2) - 3 (a) 3 (b) 4(a) 4 (b) 4 (c) 4 (d) S(a) S(b) 6(a) 6(b) 6(c) 6(d) 

21. PSM -- - -- -- 0.18 (S) 0_18 (S) 50_00 34_95 -- -- -- ... 

22. TIEL -- 12.67 - -- - ... -- - ... -- -- --
23. TAMPCOL 0.79 -- 0.12 (G) -- ... 0.12 (G) -- ... -··- -- -- ... 

0.12 (S) 0 12 (S) 

Sector wise total 5.74 12.67 2.39 (G) 0.04 (G) 0.18(S) 2.43 (G) 87.01 62.97 - 4.95 5.53 10.48 
2.39 (S) 0.04 (S) 2.61 (S) 

SERVICE 

24. TTDC 3.64 -- - -- ... . .. --- -- -- -- -- --
25. TNCSC 0.33 ... 483.54 (S) 2,940.00 (S) - 3,423.54 (S) -- 20.00 -- - -- --
26. PSC - .. 0.37 (G) -- -- 0.37 (G) -- -- -- - -- ... 

0.37 (S) 0.37 (S) 

27. ELCOT - ... 7 _93 (G) 8.67 (G) -- 1660(G) -- -- ... - -- ... 

28. OMPC - -- - 1.00 (G) -- 1.00 (G) -- - ... -- -- ... 

29. TASMAC -- ... -- -- -- -- -- 25.00 -- -- - -
30. MTC 50_00 -- -- - - -- -- -- - -- - ... 

31. SETC 23 _50 18.50 ... ... -- ... -- -- -- -- - . .. 

32. TNSTC. Coimbatore 1750 798 -- -- -- - -- - -- -- -- ..... 

33. TNSTC. Kumbakonam 5.50 ... -- ... - ···- -- -- --·- -- -- . .. 
34 TNSTC. Salem 300 5.74 -- ... -- ... . .. - ... -- - ...... 

35 TNSTC, V1llupuram 5_50 ... -- -- -- ... -- -- ... -- ... ... 
- --- - - ·· ----· - ---
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S L Sector and Name or tbe Equity/lOll OS Grants .. d subsidy recdved durin& tbe year Guarantees recdved durin& • , .. Walnr of dues during tbe year :, . • · · · 
No. Company ~lved out or tbe year and c:ommlbnent at • • 

budcet durin& tbe • die end oflbe year • ,~ • . . • , 
' . year · • · .. ' 

' Equity Loans Central State Otllen Total · Reetlvtd Commitment LoaDS Loaa Iattrest!penal Total 
Government Government repayment connrted Interest 

written oft' Into equity Waived 

(I) (2) 3 (a) 3 (b) 4 (a) 4 (b) 4 (c) 4 (d) S (a) 5 (b) 6 (a) 6 (b) 6 (c) 6 (d) 

36. TNSTC, Madura1 60.00 ·- 22.19 (G) 0.50 (G) - 22.69 (G) - 0.75 ... - - ... 

37 Arasu Cable TV 24.99 36.35 - - -- --- - - --- -- - --

38. Chennai Metro - 500.00 -- - - --- - - -- - - ... 

Sector wise total 193.96 568.57 30.49 (G) 10.17 (G) - 40.66 (G) - 45.75 - - - -
483.91 (S) 2,940.00 (S) 3,423.91 (S) 

Grand Total (A) 199.80 767.58 774.61 (G) 334.10 (G) 7.68 (S) 1,108.71 (G) 122.81 S86.SS 3.47 4.95 6.13 14.55 
1,178.44 (S) 3,145.54 (S) 4,331.66 (S) 

ST A T liTORY CORPORATION 

POWER 

1. TNEB 850.00 -- 1,772.48 (G) 1,831.61 (S) -- 1,772.48 (G) 1,200.00 3,450.34 -- - - --
1,831.61 (S) 

Sector wise total 850.00 - 1,772.48 (G) 1,831.61 (S) - 1,772.48 (G) 1,200.00 3,450.34 - - - -
1,831.61 (S) 

Grand Total (A+B) 1,049.80 767.58 2,547.09 (G) 334.10 (G) 7.68 (S) 2,881.19 {G) 1,322.81 4,036.89 3.47 4.95 6.13 14.55 

C. Non working Government 
companies 

AGRICULTURE & ALLIED 

1,178.44 {S) 4,977.15 (S) 6,163.27 (S) 

I TN Agro 1.65 2 52 ·- ---- --- -- - -- -· -- -- ---

Sector wise total 1.65 2.52 - - - - - - - - - -
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Audit Report (Commercial) f or the year ended 31 March 2009 

Sl. Sec:eor a ad Nllllle or tile ':J Eqaltyno.ns Gnats aad aublidy recetwd dariJ11 tbe ye~~r 
No. Comp~~ay received oat or I 

baciJet durta1 tbe 
• ' 

" .. .l! ye~~r . 
I 

Eqahy Loa111 Ceatnl 
Goverameat 

( I) (2) 3 (a) 3 (b) 4 (a) 

SERVICE 

2. TN Film - 5.43 ···-

Sector wise tota l - 5.43 -
Grand Total (A+B+C) 1,051.45 775.53 2,547.09 (C) 

1,178.44 (S) 

A Subsidy includes subsidy receivable at the end of year. 
'G' indicates Grants and 'S' indicates Subsidy. 

_, .. .. ~ 

State Otben Total 
Goverameat 

~ 

4 (b) 4 (c) 4 (d) 

-- --- -
- - -

334.10 (C) 7.68 (S) 2,881.19 (C) 
4,977.15 (S) 6,163.27 (S) 

t 

Caar .. tees recdved durta1 .. .,:,• Waiver or dues durin& the YQr J ~ 

tbe ye~~r aad (Otllmlbneat at .. 
' 

tbe ead or tile year .. " 
.. -

Received Commltmeat Loa as Loa a Interest/penal Total - I 
rep11ymeat co averted Interest 
wrtttea orr lato eqalty waived 

5 (a) 5 (b) 6(a) 6 (b) Ci (c) 6(d) 

-- - --- --- -- --
- - - - - -

1,322.81 4,036.89 3.47 4.95 6.13 14.55 

Except in respect of companies which finalised their accounts for 2008-09 (Serial numbers 2, 3, 4, 6. 8, 9, I I, 13, 14, I 5, 17 to 2 I, 24, 27. 29 to 36 and 38) the ligures are provisional 
and as given by the companies/corporations. 
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Audit Report (Commercial) for the year ended 31 March 2009 

ANNEXURE-5 

(Referred to in paragraph 1.15) 

Statement showing financial position of Statutory corporations 

(Rupees in crore) 

~· ' ·' .~ 

Pa~ulan 
_, 

1006-07 1007-08 1008-09 . (Provisional) . 
l.TAMIL NADU ELECTRICITY BOARD 

A. LIABILITIES 

Equity capital• 7 10.00 1,200.00 2,050.00 

Loans from Government --- --- ---
Other long-term loans (including bonds) 11 ,600.29 14,6 11.10 2 1,502. 14 

Reserves and surplus 1,859.93 2,261.95 2,559.33 

Others (subsidy) 3,892.89 4,419.67 4,863.31 

Current liabilities and provisions 9,554.59 10,661.0 1 11 ,714.71 

,TOTAli(A) ::: 
... ·~ '< 17,617.70 33,153.73 41,689.49 

l_' 

B. ASSETS 

Gross fi xed assets 2 1,565.92 23,503.56 25,016.17 

LESS: Depreciation 8,733.94 9,400.34 10, 174.77 

Net fixed assets 12,831.98 14,103.22 14,841.40 

Capital works-in-progress 2,612.11 3,008.37 4,032.78 

Assets not in use 4.13 3.10 2.67 

Deferred cost 1.30 1.61 2.85 

Current assets 5,95 1.87 6,097.02 6,707.71 

Investments 77.80 265.96 298.65 

Subsidy receivable from the Government 8.06 31.92 28.96 

Deficits 6,130.45 9,642.53 16,774.47 

_TOTAI,.(B) 
·~ 

• 'i 17,617.70 33,153.73 41,689.49 

c. CAPITAL EM PLO YED• 11,841.37 12,547.60 13,867.18 

• It represents loan converted into equity capital and are subject to adjustment against subsidy receivable 
from Government. 

• Capital employed represents net fixed assets (including works-in-progress) PLUS working capital. 
While working out working capital, the element of deferred cost and investments are excluded from 
current assets. 
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2.TAM[JL NAIDllU WAJREIHIOlU§[NG CORIPOJRATffON 

Paid-up capital 7~61 7:61 7.61 

Reserves and surplus 3924 42.15 44.23 

Subsidy 0.17 o;!7 0.16 

Traae due~ and current liabilities (including provision) 12.88 1723 21.22. 

Deferred tax liabilities 0.21 0.21 

Gross block. 41.22 42.72 

LESS: Depreciation 15;04 16.01 

\ . \ 

26.18 26.71 • '26.23 
.. Net fixed assets 

.. 
Capital works-in-progress 0.25 1.28 0.48 

Deferred tax asset . 0.55 . 

i' 

.. 
. Capital employed represents net fixed assets PLUS working capital . 
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Audit Report (Commercial) for the year ended 3 I March 2009 

ANNEXURE-6 

(Referred to in paragraph 1.15) 

Statement showing working results of Statutory corporations 

I. TAMIL NADU ELECTRICITY BOARD 

Sl. 
No 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

(Rupees in crore) 

Particulars 2006-07 2007-08 2008-09 

~' --~ " (Provisional) 

(a) Revenue receipts 14,774.79 16.051.4 1 15,705.83 

(b) Subsidy/subvention from Government 1,330.10 1,457.02 1,831.61 

TOTAL 16,104.89 17,508.43 17,537.44 

Revenue expenditure (net of expenses capitalised) 16,418.62 19,403.73 (-)22,569.87 
including write off of intangible assets but excluding 
depreciation and interest 

Gross surplus (+) I deficit ( -) for the year (1-2) (-)313.73 (-)1 ,895.30 (-)5,032.43 

Adjustments relating to previous years (+)607.03 (+)181.33 (+)325.92 

Final gross surplus(+) I deficit(-) for the year (3+4) 293.30 (-)1,713.97 (-)4, 706.51 

(a) Depreciation (LESS: Capitalised) 627.29 676.40 770.25 

(b) Interest on Government loans --- --- --
(c) Interest on others, bonds, advance, etc., and 1,041.70 1,313 .50 1,926.04 

finance charges 

(d) Total interest on loans and finance charges 1,041.70 1,313.50 1.926.04 
(b)+(c) 

(e) LESS: Interest capitalized 156.75 191.79 270.86 

(f) Net interest charged to revenue (d) - (e) 884.95 1,121.71 1,655.18 

(g) Total appropriations (a)+ (f) 1,512.24 1,798.11 2,425.43 

Surplus (+) I deficit (-)before accounting for subsidy (-)2,549 .04 ( -)4,969.1 0 (-)8,963.55 
from State Government {(5)- 6 (g) - I (b)} 

Net surplus(+)/ deficit(-) {(5)- 6(g)} (-)1,2i8.94 (-)3,512.08 (-)7,131.94 

Total return on capital employed" (-)333.99 (-)2,390.37 (-)5,476. 76 

Percentage of return on capital employed - -- --

Total return on capital employed represents net surplus/deficit PLUS total interest charged to Profit and 
Loss account (LESS interest capitalised). 
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Audit Report (Commercial) for the year ended 31 March 2009 

ANNEXURE-7 

(Referred to in Paragraph 2.1.14) 
Statement showing operational performance of STUs in Tamil Nadu 

Partkulan 2004-05 2005-06 2006-07 2007-08 

Average number of vehicles held 16,763 16,877 17,408 18,693 

Average number of vehicles on road 15,314 15,390 15,825 16.906 

Percentage of utilisation of vehicles 92.42 92.45 92. 14 93.38 

Number of employees 1, 13,952 1,11 ,088 1,09,176 1, 19,998 

Employee vehicle ratio 6.84 6.61 6.22 6.22 

Number of routes operated at the end of the year 8,201 8,184 8,508 9.028 

Route KM 7,65,761 8,77,887 9.86,660 12,61,955 

KM operated (in lakb) 

Gross 24,176.72 24,624.22 25,547.98 28,588.23 

Effective 23,696.72 24,070.86 24,965.52 27,891.47 

Dead 480.00 553.36 582.46 696.76 

Percentage of dead KM to gross KM 1.99 2.25 2.28 2.44 

Average KM covered per bus per day 423 426 433 442 

Average revenue per K.M (In Rupees) 15.31 15.82 16.54 16.31 

Average expenditure per KM (In Rupees) 15.25 17.47 17.75 17.77 

Loss (-)/Profi t (+) per KM (In Rupees) (+)0.06 (-) 1.65 (-)1.21 (-) 1.46 

Number of operating depots 281 279 281 281 

Average number of break-down per lakh KM 1.5 1.4 I 0.6 

Average number of accidents per lakh KM 0.3 1 0.3 0.3 0.3 1 

Passenger KM operated (in crore) 1,44,857 1,49,524 1,61,852 1,88,848 

Occupancy ratio (Load Factor) 79.39 81.52 85.38 84.25 

KM obtained per litre of diesel oi l 4.61 4.83 4.97 5.03 
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2008-09 

19,828 

17,889 

94.05 

1.21.700 

6.31 

9,158 

12,97.456 

30.725. 15 

29.961.15 

764.00 

2.49 

446 

16.80 

19. 17 

(-)2.37 

286 

0.3 

0.29 

2,15,389 

84. 16 
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ANNEXURE- 8 _. 
(Relfenedl to finn J?aragr~pRn 2.li.3@). 

·-. - §tatemennt sRnownnng excess COimS1llllllllljptROJ!l olf fune[dlunn"fillllg 2@@4i-I[D5 to 21!)0,8.;@9 

MADURA!··' 

2. Actual 
consumption {In ' 

921.60 lakh litres) · 
1,082.90 

408.8. 411.95 

3. KM obtained per 3.65 -3;77 3~83 3.94 4.24 
-litre (KMPL) 

4,88 ·5.01 5.24 5)8 5A8 

5.09··· . 5;16 5.24. 

SETC- 5.14 4,94- 4.86 •. 

4. Target of KMPL MTC 3.67. 3)1 4.20 4.35 
fixed by STUs _ 

. KUMBAKONAM • 4.70 4.95 . 5.43 

4.70 '5.00 5.24 

4.50 4~75. 5.05 .. 5.00. 

5. Consumptioruis ·· 587.46. 592.08 J23.33 
per norms of the 

· .. 957.81 . 918.40 1,068.98· 
STUs (Iri lakh 
litres) (1/4) },112.60' 1,165.88 

417.84 417.94' 

6. Excess 0.88 19.03 
consumption ·. 

KUMBAKQNAM 
-· 

(~)9.3 ( 
-(based on internal 

(-)36;21 

targets) (in lakh MADURA! (-)29..60 (-)0.18 
litres) (2-5) 

SETC (-)9;04- (-)20.08 . ·. (-)2.97 9.3~ .ll.82 

MTC 33:12 32.42 
.. 

35.03. .. 

-33~65 33.00 35.72 .·· 
l 

32.95 35.68 ·.I-
'l 

:SETC 0 34.17 

8. Value of excess 
.. 

22;82 1,239.51 

consumption · 
(based on internal 
targets)(Rupees in MAD URAl 
lakh) (6 X 7) 

SETC No excess 

Provisional. 
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t 

ANNEXURE-9 

(Referred to in Paragraph 2.1.36) 
Statement showing normative cost of operation of four STUs during 2004-05 to 2008-09 

' ·- ,. ~· ~ - I 
200~7 2007-08 ,, 2004-05 2005-06 

SL 
.. .. .... ~ ' . Partic:alan <j 

MTC Three MTC Tbree . MTC Three MTC Tbree No. . --:t:'.;_-~~.:·,fi .. ·::~< .·' STUi STUs 
,, 

STUs STUs 0 

" .. 

I. Cost per KM 22.68 14.24 26.48 16.24 27. 18 16.71 27.65 16.90 

2. Traffic revenue per KM 21.58 14.04 21.95 14.51 20.96 15. 17 23.62 15.12 

3. Loss of revenue due to low load factor 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

4. 
Contribution loss due to cancellation of 

1.57 0.01 1.62 0.02 1.89 0.04 1.67 0.03 
scheduled KMs 

5. Ideal revenue per KM (2+ 3+4) 23.15 14.05 23.57 14.53 22.85 15.2 1 25.29 15.15 

6. 
Excess cost of operation due to excess 
manpower 0.82 0.77 0.90 1.18 0.69 0.58 0.80 0.72 

7. 
Excess cost of operation due to excess fuel 

0.01 0.00 0.00 0.00 0.34 0.00 0.52 0.02 
consumption 

8. Ideal cost per KM [1-(6+7)] 21.85 13.47 25.58 15.06 26.15 16. 13 26.33 16.16 

9. Net revenue per KM (2-1) -1.10 -0.20 -4.53 -1.73 -6.22 -1 .54 -4.03 -1.78 

10. Net ideal revenue per KM (5-8) 1.30 0.58 -1.99 -0.53 -3.30 -0.92 -1 .04 -1 .0 1 

II. Loss of Net revenue per KM ( 10-9} 2.40 0.78 2.54 1.20 2.92 0.62 2.99 0.77 

12. Effective KMs (In lakh) 2084.92 11403.37 2111.85 11491.26 2061.38 11 924.05 2401.90 13055.90 

13. Avoidable loss (Rupees in crore) ( t t•t2) 50.04 88.95 53.64 137.90 60. 19 73.93 71.82 100.53 
·--· -- ------- ..._______ ----- L....-. 
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' 

2008-09 

MTC Tbree 
STUs 

27.90 18.64 

23.20 15.69 

0.37 0.25 

0.21 0.03 

23.78 15.97 

0.53 0.52 

0.22 0.03 

27.15 18.09 

-4.70 -2.95 

-3.37 -2.12 

1.33 0.83 

3033.60 13657.51 

40.35 113 .36 
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Audit Report (Commercial) f or tile year ended 31 Marcil 2009 

ANNEXURE-11 
(Referred to in Paragraph 2.2.7) 

Statement showing working results of Tamil Nadu Civil Supplies Corporation Limited 

for the four years ending 31 March 2008. 

(Rupees in lakh) 

SI.No. Description 2004-05 loos..o6 2006-07 2007-08 

A EXPENDITURE 

I. Purchases 2,517.40 3,089.52 3,298.89 3,552.49 

2. Differential cost on kerosene 41.80 42.00 42.04 41.73 

3. Differential cost due to revision of price 0.67 0.34 12.31 0.34 

4. Hulling charges 9.38 19.5 1 33.60 27.81 

5. Freight, transport and handling charges 76.64 121.64 188.41 149.14 

6. Storage 2.41 3.65 4.27 3.38 

7. Power and fuel 3.88 4.43 4.41 3.19 

8. Salaries and wages 122.95 136.71 157.58 162.2 1 

9. Rent 1.86 1.97 1.95 1.99 

10. Interest and bank charges 8.43 33.83 35.44 37.06 

II. Depreciation 3.7 1 3.66 3.82 4.55 

12. Others (including opening stock) 289.19 587.52 601.66 658.14 

TOTAL(A) 
~l 3,078.32 4,044.78 4,384.38 4,642.03 .. 

8 INCOME 

I. Sales 1,484.15 1,884.78 1,469.54 1,596.85 

2. Budgetary support received from GOTN 1,0 17.76 1,559.63 1,833.01 1,9 16.06 
(subsidy for PDS) 

3. Subsidy for custom milled rice --- --- 366.52 290.84 

4. Pool price differential claim for sugar 10.52 9.95 10.34 13.44 

5. Quality cut 1. 15 2.33 11.56 5.02 

6. Interest receipts 2.81 2.44 6.40 3.88 

7. Miscellaneous receipts 22.91 11. 10 12.58 17.40 

8. Closing stock 559.02 572.07 628.34 795 .52 

TOTAL(B) 3,098.32 4,042.30 4,338.29 4,639.01 

I. Net of expenditure over income {A)-{B) 20.00 (-)2.48 (-)46.09 (-)3.02 

2. Prior period adjustments ( + )/(-) 20.00 (-)2.48 (-)46.09 (-}3.02 
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· (Refeinred tl[]) hn P~rag~aplln :t2.26) 
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'),. 

Total installed capacity (In Iakh• 
MTs) 

5;44,800 . 5,44,800 5,44,800 5,44?800 5,44;800 

Available hours for~ hullit1g after 
allowing holidays . ·· 

1;65,600 '1,65,600 . 1,65,600 1,65,600 .. 1,65,600 

Hours worked 98,026 ·.),25,009 71,744 
Idle hours 66,008 67;574 40,501 •. 93,856 
Paddy that could be. hulled in 
available hours(MTs). · 

6,54,120 6,54,120 ,, 6,54,120 

' ' 

hulled ,93,388 Paddy· that could be in 3~87,203 4,93,785 
hours worked (MTs) 

... 

Paddy actually hulled ( in MTs) . 2,09,164 2;51,717 '2;95,407 

Percentage of utilisation. 32 38 45 

Production · loss due to low 1,84,224 . 1,35,486 1;98,378 1,03,946 '. N.A 
·productivity ( MTs) 

Ca1ll!se_ wnse all1laBysis l[])f ndllle llni[])ID!lrs, . 

Total hours avaihible " ,480 2,01,480 . 2~01;480 2;02,032_ N.A 
Holidays 35,880 '• 35,-880 3,5,880 .. N 
Hours worked 99,592 '98,026' '1,25,099 71)44 N.A 
Idle hours 66,008 67,5'74 ' .40,501 N.A 
Percentage of idle hours to .total 41 
available hours 

24 N.A 

Power cut/Voltage fluctuations/ 4,571. N.A 
delay due to power. cut ' 

Electrical break-downs .• 1;109 1,097 N.A 
Want of raw paddy 26,688. 30,984 . N.A 
Mechanical break-downs 3;697 3,717 3,959 2,074 N.A 

.·Annual maintenance 16,560 16,560 13,824 16,560 N.A 
Want ofload men 346 ·ISO. .. 485 1,060 N.A . .·-

Maintenance (other than annual '9;978 6,366 9,546 6,045 N.A 
maintenance) 

Other reasons like- want. of space, 
husk removal etc 

4,099 6,252 3,517 - N.A 

N.A Denotes fig~res not available due to non-finalisation of accounts for 2008-09; 
- ' . - - -
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Audit Report (Commercial) for the year ended 31 March 2009 

ANNEXURE- 13 

(Referred to in Paragraph 2.2.33) 

Statement showing profitability of Amudham Departmental Stores (ADS) 

(Rupees in lakh) 

SJ.No. Details 2004-05 2005-06 2006-07 2007-08 

I. Opening Stock 190.3 1 186.82 224.44 207.91 

2. Purchases I ,291.35 1.367.85 1,380.72 1,831.93 

3. Total ( I + 2) 1,481.66 1,554.67 1,605. 16 2,039.84 

4. Less: Closing stock 186.82 224.44 207.91 244.97 

5. Cost of good sold (3 - 4) 1,294.84 1,330.23 1,397.25 1,794.87 

6. Sales 1,384.58 1,395.43 1.507.50 1,907.82 

7. Gross profit (6-5) 89.74 65.20 110.25 112.95 

8. Transport and handling charges 5.81 6.83 9.16 10.73 

9. Establishment charges 71.36 66. 17 81.43 191.73 

10. Administrative charges 21.40 20.95 28.37 23.57 

II. Total operating cost (8 + 9 + 10) 98.57 93.95 118.96 226.03 

12. Total expenditure (5 + I I ) 1,393 .41 1,424.18 1,516.2 1 2,020.90 

13. Net loss(-) ( 12 - 6) (-) 8.83 (-) 28.75 (-) 8.71 (-) 113.08 

14. Percentage of gross profi t to sales 6.48 4.67 7.31 5.92 

15. Percentage of gross profit to cost of 6.93 4.90 7.89 6.29 
goods 

16. Percentage of Establishment cost to total 72.40 70.43 68.45 84.83 
cost. 

17. Percentage of Administrative cost to total 21.71 22.30 23.85 10.43 
cost 

18. Percentage of total operating cost to sales 7.12 6.73 7.89 11.85 

19. Percentage of Establishment and 6.70 6.24 7.28 11 .29 
Administrative. cost to sales 

20. Total subsidy received from Government 1,0 1,778 1,55,964 1,83,302 1,95,000 
of Tamil Nadu including the loss on 
account of ADS operations 

IS6 
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Audit Report (Commercial) for the year ended 31 March 2009 

ANNEXURE-IS 

(Referred to in paragraph 3.21) 

Statement showing the department-wise outstanding inspection reports 

Sl. Name of Department Number Number of Number of Years from 
No ofPSUs outstanding outstanding which 

IRs paragraphs paragraphs 

"~ 
,, outstanding 

I. Industry 14 34 186 2004-05 

2. Micro, Small and Medium Enterprises 4 9 39 2004-05 

3. Information Technology 2 6 38 2005-06 

4. Information and Tourism I I 4 2007-08 

5. Agriculture I I 6 2007-08 

6. Prohibition and Excise I I 5 2006-07 

7. Panchayatraj and Rural Development I 3 7 2005-06 

8. Energy I 3 4 2006-07 

9. Municipal Administration and Water I 3 6 2006-07 
Supply 

10. Transport 10 15 112 2007-08 

II. Animal Husbandry 2 5 10 2004-05 

12. Labour and Employment 2 5 13 2004-05 

13. Health and Family Welfare 2 4 17 2006-07 

14. Adi Dravidar and Tribal Welfare I 3 26 2006-07 

15. Backward Classes, Most Backward Classes 2 2 7 2007-08 
and Minority Welfare 

16. Rural Development and Panchayat Raj I 2 4 2005-06 

17. Home I 3 8 2006-07 

18. Public Works I I 10 2007-08 

19. Highways and Minor Ports 2 6 57 2005-06 

20. Handloom, Handicrafts, Khadi and Textiles 4 8 23 2004-05 

21. Environment and Forests 3 5 26 2005-06 

22. Co-operation, Food and Consumer 2 4 36 2006-07 
Protection 

23. Tamil Nadu Electricity Board I 560 2, 156 2002-03 

lif~:f:l_:c;;.:~lm;'~-~ITJF~r:~,:ff:~::~ 
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