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This Report has been prepared for submlssmn to the Lleutenant
. Governor . under Sectlon 49 - of the Government of Union
Territories Act, 1963. -

Chapters 1 and II of this Report respectively contain- audit
observations on matters arising from examination of the Finance
‘Accounts and the Appropriation Accounts of the Union Territory
Government for the year ended 31 March 2007. .

~ The remaining chapters deal with the findings of performance -
audit and audit of transactions in the various departments including
Public Works, audit of Internal Control System and Stores and
Stock, audit of Autonomous Bodies, observations-arising out of
audit of Revenue Receipts, Statutory Boards and- Government
Compames

The cases mentioned in the Report are among those which came to
notice in the course of test audit of accounts during the year
2006-07 as well as those which had come to notice in earlier years
but could not be dealt ‘with in previous Reports; matters relating to
- the period subsequent to .2006-07 have also been included
wherever necessary

- It is certified that the. audits have been conducted in conformity
. '_w1th the Auditing standards issued by the Comptro]ller and Auditor
“General of India.

vii
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This Audit Report includes two chapters containing observations on the
Finance and the Appropriation Accounts of the Union Territory Government
of Puducherry for the year 2006-07 and five others comprising four reviews,
one long paragraph and 13 paragraphs (including one stock paragraph)
dealing with the result of performance audit of selected programmes and
schemes as well as audit of the financial transactions of the Government and
Government Companies.

Audit has been conducted in accordance with the Auditing Standards
prescribed for the Indian Audit and Accounts Department. Audit samples
were drawn based on statistical sampling methods as well as on judgement
basis. The specific audit methodology adopted for audit of programmes and
schemes has been mentioned in the reviews. Audit conclusions have been
drawn and recommendations made taking into consideration views of the
Government, wherever received.

A summary of the financial position of the Union Territory of Puducherry
and the audit findings is given below:

1 Financial position of the Union Territory Government

Revenue receipts of the Union Territory Government during the
current year increased by 4.55 per cent (Rs 82 crore) and revenue
expenditure increased by seven per cent (Rs 133 crore) over previous year
resulting in an increase of deficit of Rs 51 crore during 2006-07 from the
revenue surplus of Rs eight crore in previous year. Given the deficit of Rs
51 crore in revenue account in 2006-07 along with an increase of Rs two
crore under non-debt capital receipts accompanied with an increase of Rs 71
crore in capital expenditure and a decline of Rs one crore in disbursement of
loans and advances led to an increase of Rs 119 crore in fiscal deficit during
2006-07 from the level of Rs 279 crore in 2005-06. An increase of Rs 119
crore in fiscal deficit along with an increase of Rs 16 crore in interest
payments led to an increase of Rs 103 crore in primary deficit during
2006-07 from Rs 108 crore in 2005-06. Fiscal liabilities grew by 19.1 per
cent from Rs 1,820 crore in 2005-06 to Rs 2,168 core in 2006-07. The return
on investment was Rs 1.03 crore (0.1 per cenf) against the Government
investment of Rs 712.36 crore in companies and co-operatives.

(Paragraphs 1.1 to 1.10)
2 Appropriation audit and control over expenditure

Appropriation Accounts present the details of amounts actually spent
vis-a-vis the amount authorised by the Legislature. During 2006-07,
expenditure of Rs 2,409 crore was incurred against the total grants and
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appropriations of Rs 2,891 crore, resulting in a saving of Rs 482 crore. The
savings was mainly due to reduction in plan outlay from Rs 1,410 crore to
Rs 1,043.45 crore on account of non-materialisation of loan from Housing
and Urban Development Corporation Limited, non-drawal of loan from
World Bank for Emergency Tsunami Rehabilitation Project and lesser
mobilisation of funds by the Government. Supplementary provision of Rs
93.07 crore made in four grants was excessive resulting in savings of Rs
4.93 crore. In 102 cases, expenditure fell short by Rs 50 lakh or more in
each case and also by more than 10 per cent of the total provision, resulting
in savings of Rs 601.92 crore and in 58 cases, the expenditure exceeded the
approved provision resulting in excess of Rs 130.46 crore. Grants-in-aid of
Rs 6.37 crore was drawn in advance and kept in deposit by implementing
organisations. Rupees 3.61 crore were spent on new schemes without the
approval of the Legislature.

(Paragraphs 2.1 to 2.4)
3 Review on Urban Water Supply Schemes

The Public Works Department implemented a number of water
supply schemes mainly to create additional resources/infrastructure to
augment the existing water supply. Audit scrutiny of these schemes
revealed extraction of ground water in excess of requirement and supply of
water in excess of norms prescribed by Government of India resulting in
creation of unnecessary infrastructure and wastage of water.

(Paragraph 3.1)
4 Educational Development of Scheduled Castes

Government of India implements various educational schemes to
upgrade the educational levels of the wezker sections of the society. A
review of efforts at promoting educational cevelopment of Scheduled Castes
in Puducherry showed that funds for implementing book bank scheme and
pre-examination coaching were not sought from Government of India. The
Department had not ensured disbursement of scholarships to students by the
Heads of Institutions and the system follov/ed for processing of application
for scholarships was deficient. The Departinent had not ensured payment of
scholarships to all eligible students; the department paid scholarships of
Rs 28.97 lakh to ineligible students and made excess payment of Rs 17.11
lakh by not following Government of India zuidelines.

(Paragraph 3.2)

5 Functioning of the computerise 1 billing system in the
Government Automobile Workshop, Puducherry

The workshop has a computerised billing system for the supply of
fuel and for expenditure incurred on repai s to Government vehicles. The
software developed in-house was not testec. Absence of a master data base
for different vehicles resulted in data entiy of incorrect vehicle numbers,
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supply of fuel to private vehicles, supply of fuel without indents, supply of
different types of fuel to the same vehicle, etc. The deficiencies made the
system and database unreliable.

(Paragraph 3.3)

6 Internal Control in Civil Supplies and Consumer Affairs
Department

The Department is responsible for enforcement of Essential
Commodities Act, 1955 as amended in 1984, Consumer Protection Act,
1986 and Rules and Orders framed thereunder. Poor expenditure control
resulted in accumulation of grants-in-aid of Rs 4.60 crore with Pondicherry
Agro Products, Food and Civil Supplies Corporation Limited. The
instruction of Government of India was not followed to identify the really
poor and vulnerable section of the society and to stop supply of kerosene to
ration card holders having Liquefied Petroleum Gas connection. There was
no system to watch the renewal of licenses by fair price shops. There was
shortfall in inspection of Fair Price Shops. There was no internal
audit/separate vigilance wing in the Department.

(Paragraph 5.1)

5 Performance of the Pondicherry Industrial Promotion
Development and Investment Corporation Limited

The Company has been promoting industrial development in the
Union Territory since inception (April 1974). The Company’s performance
in promotion of industrial development was on the decline as it had not
planned for the integrated development of industries in the Union Territory.
During the period under review, the Company developed only one industrial
growth centre at Karaikal partially.

Delay in completion of industrial growth centre at Karaikal resulted
in cost overrun of Rs 2.28 crore. Selection of location without conducting
feasibility study and market survey resulted in lack of demand of plots in the
growth centre.

The Company failed to review and revise the lease rent periodically
resulting in loss of revenue. Failure to revise the rate for maintenance
charges periodically and non-inclusion of salary and allowances of
maintenance staff while arriving at the maintenance cost resulted in loss of
Rs 2.21 crore.

Failure to scrutinise the project reports to ensure profitability and
marketability of products, sanction of loans to loss incurring units, and
failure to ensure availability of sufficient working capital by units resulted
in non-recovery of dues amounting to Rs 5.48 crore.

Poor monitoring and follow up of outstanding dues resulted in non-
recovery of dues amounting to Rs 10.79 crore.

(Paragraph 7.12)

Xi
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8 Audit of Transactions
Civil

Besides the above, audit of financial transactions test checked in
various Departments of the Government and their field offices revealed
instances of avoidable/unfruitful expenditure/liability of Rs 21.46 crore as
mentioned below:

Women and Child Development Department failed to utilise the rice
supplied by Government of India for the scheme of supply of rice free of
cost to ration card holders resulting in additional expenditure of Rs 11.21
crore. Avoidable expenditure/liability of Rs 6.66 crore was noticed in
Education (Rs 1.65 crore), Public Works (Rs 3.41 crore) and Revenue and
Disaster Management (Rs 1.60 crore) departments.

Godown constructed by Pondicherry Marketing Committee at a cost
of Rs 19.30 lakh was not utilised by farmers to store their produce for sale
during favourable season and Rs 3.40 crore were blocked due to non-
recovery of unutilised subsidy from the beneficiaries of housing scheme by
Pondicherry Slum Clearance Board and release of funds to ‘Land
Purchasing Agency’ without ascertaining the viability of purchasing
agricultural land for distribution to landless rural Scheduled Castes.

(Paragraphs 4.1 and 4.2)
Revenue receipts

Inaction on the part of the Department to enforce the condition of
allotment under the Land Acquisition and Development Scheme resulted in
foregoing revenue of Rs 94.93 lakh and non-remittance of Rs 14.05 lakh.

(Paragraph 6.10)
Commercial transactions

As on 31 March 2007, the Union Territory of Puducherry had 13
Government companies including one subsidiary Company. The total
investment in Gevernment companies increased from Rs 480.46 crore as on
31 March 2006 to Rs 604.45 crore as on 31 March 2007. The accounts of
the 11 Government companies were in arrears for periods ranging from one
to three years. As per the latest finalised accounts, five Government
companies earned aggregate profit of Rs 18.28 crore and of this, only one
company declared dividend of Rs 81.00 lakh for 2006-07. Five companies
incurred aggregate loss of Rs 33.48 crore and of this, the accumulated losses
of three companies had aggregated to Rs 258.21 crore, which exceeded their
paid-up capital of Rs 236.12 crore.

(Paragraphs 7.2 to 7.11)
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The accounts of thc Umon Territory (UT) Government are mamtamcd in
(i) the Consolidated Fund in which recexpts from revenues, loans and
recoveries of loans are accounted and expenditure incurred with the

 authorisation from the Legislature and (ii) the Contingency Fund which is in

the nature of an imprest to meet urgent unforeseen expenditure pending
authorisation from the Legislature. There is no Public Account in the UT to-
account for money kept by the Government as a banker; the transactions

relating thereto are included in the Public Account of the Government of
India (GOI). The cash balance of the UT Government is merged in the

generall cash balance of the GOL GOl amended (Sc]ptcmlbcr 2001) the

~ constitution provxdmg maintenance of separate cash balance by the UT of

Puducherry with Reserve Bank of India (RBI) and powers for raising of
market loans. Government of Puducherry issued notification (May 2006)
fixing 10 May 2006 as thc date of separation of its cash balance from the
cash ba]lancc of GO][ The separanon has, howcvcr not taken place as yct

. (N ovember 2007).

Fmance -Accounts of the UT Govemment of Puducherry are lald out in

. sixteen statements, presentlng receipts and expenditure (revenue as well as

capital), in the Consolidated Fund and Contingency Fund of the UT. The lay
out of thc Finance Accounts is deplctcd in Appcndm 1.1 =Par¢ A,

111 Summﬁzm"y of n‘cccﬁpﬁs and dﬁs_&»&n’m‘cmemﬁs

- Table-1.1 summarises thc ﬁnainces of the UT Government of ]Puduchcﬁnry,

for the year 2006-07 covering revenue receipts and expenditure and capital
receipts and expcndltwre as cmcrgmg from Statcmcnt=l of Finance Accounts
and oﬂher detailed statements ’ ‘
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'E‘abﬂe-]l 1: Summary of recenms and dnsbursememts for the year Z@% 07

(Rupees in crore)

- o . - 2006-07
2005-06 Receipts 2006-07 | 2005-06 | Disbursements Non-
' ' Plan | Total
Plam
Section-A: Revenue . )
. ) o Revenue . '
1,802 - | Revenue receipts 1,884 | 1,794 expenditure 1,229 698 1,927‘
479 Tax revenue 570 381 | General services 416 | - 47 463
511 Non-tax revenue 550 683 | Social services 275 426 701
- ,?,Z;LZ /(I))fl}t)izlson - 126 ‘| Economic services 534 225 759
Grants from : - v Grants-in-aid and
812 Government of 764 4 | contributions 4 -= 4
India ’ ]
Section-B: Capital . _
- | Miscellaneous - 289 | Capital Outlay | 4 356 360
Capital Receipts , ‘
6 Recoveries of - 8 ' 4 | Loans and Advances 2 1 3
- Loans and v ' disbursed
Advances
353 Public debt receipts 444 86 | Repayment of Public _ 97
: ' Debt ~
-= Contingency Fund _ -- -- | Contingency Fund : , e
256 | Opening Cash - 244 244 | Closing Cash - . ' 193
Balance 1 Balance .
2,417 | Total - 2,580 2,417 | Total ' 2,580

Following are the signiﬁéaht chdriges during 2006-07 over previous year:

>

Revenue receipts grew by Rs 82 crore over previous year. The increase

is mainly contributed by tax revenue (Rs 91 crore) and non-tax revenue
(Rs 39 crore) off set by decrease in Grants received from GOI (Rs 48
crore).

Revenue expenditure and capntal expenditure increased by Rs 133 crore
and Rs 71 crore respectively over prevnous year.

Increase in the recovery of loans was due to writing off the outstanding
loan of Rs 239 crore under Village Housing Projects.  The
disbursement of loans on the other hand have decreased by Rs one crore
during 2006-07 over the previous year.

" Public Debt receipts have increased by Rs 91 crore due to increased

borrowings from GOl for meeting the non-plan expenditure while
repayment increased only by Rs 11 crore.

Cash balance of the UT at the close of current year as a result of
inflows/outflows listed above have decreased by Rs 51 crore mainly to
meet the increased revenue expenditure.

W
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. LL 2 Tmmﬂs im ﬁsemﬁ aggregaﬁes

" Fiscal posmon of the UT Govemment as reﬂected by the key ﬁsca]l
- indicators during the current year as compared to the prevnous year is glven
S oin ’]I‘abﬂe-ﬂ 2. ,

’E‘mb]le—]l.;z

. : _ _ upees ﬁnn'cmlre)
2005-06 SL.No | =~ . Major Aggregates . 2006-07 -
1,802 | 1. | Revenue Recelpts 2+3+4) = .| . 1,884
479 2. | TaxRevenue - . © 570

511 | 3. |Non-TaxRevenue - 550
812 | 4 |OtherReceipts . 1 764
6 | 5. |Non-DebtCapital Receipts | 8 |
6 6. OfWhich Recovery of loans . L 8
1,808 | 7. | Total Receipts (1+5) . . . 1,892
1,150 8. | Non-Plan Expenditure 1,235
1,148 | . 9. | OnRevemueAccount . 1,229
171 10. | Of which Interest payments S N A
‘ (1 11. | On Capltal Account R 4
3 12. |OnLoansdisbursed 2
937 - | 13. |PlanExpenditure - 1,085
646 . 14." f()m»]Revenue Aeceunt - S © 698
.200 | 15. | OnCapital Account = | 356
] ‘16. | On Loans disbursed B e o
2,087 17. | Total Expenditure (13+8) |~ 2,290
+) 8 18: ‘| Revenue Surplus (+) / ]Deﬁcxt ( ) ()43
- (1-9-14) |
~(._) '279 -19. | Fiscal Surplus (+) / ]Deficxt( ) - (-) 398
| o lar-1-5) -
: ( ) 108‘- : 20. | Primary Surplus (+) / Deﬁcnt( ) ‘ (=)-2]1
, (19-10)

* : The minus expendlture was due to issue of more stores from ‘Stock’ than that
' purchased during the year : :

_ 'Dunng the current year, reventie recexpts increased by 4. 55 per cent (Rs 82
_' crore), revenue expendlnture increased by seven per cent (Rs 133 crore) over

- previous ‘year resulting in an increase of deficit of Rs 51 .crore during
-~ 2006-07 from the revenue surp]lus of Rs eight crore in previous year. Given
- the deficit of Rs 51 crore in revenue account in 2006-07 along with an

increase of Rs.two crore under non-debt capital receipts accompanied with
an increase of Rs 71 crore in capital expenditure and a decline of Rs one
. crore m dlsbulrsement of ]loans and advances led to an increase of
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Rs 119 crore in fiscal deficit during 2006-07 from the level of Rs 279 crore

in 2005-06. An increase of Rs 119 crore in fiscal deficit along with an
increase of Rs 16 crore in interest payments led to an increase of Rs 103
crore in primary deficit during 2006-07 from Rs 108 crore in 2005-06.

The trends in the major fiscal aggregates of receipts and expenditure as
emerging from the Statements of Finance Accounts are analysed wherever
necessary over the period from 2001-02 to 2006-07 and observations are

made on their behavior. Assuming that Gross State Domestic Product
(GSDP)' is the good indicator of the performance of the State’s economy,
major fiscal aggregates like tax and non-tax revenue, revenue and capital
expenditure, internal debt and revenue and fiscal deficits have been
presented as percentage to the GSDP at current market prices.

Table - 1.3: Trends in growth of GSDP

)

(Ru in crore
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
P) (QE)
GSDP 4,259 4,931 5,439 5,192 5,700 6,299
Growth rate of GSDP 10.2 15.8 10.3 (-) 4.5 9.8 10.5

Source : Directorate of Economics and Statistics, Government of Puducherry.
P: Provisional; QE: Quick Estimate

The buoyancy coefficients for tax revenues, non-tax revenues, revenue
expenditure, etc., with reference to the base represented by GSDP have also
been worked out to assess as to whether the mobilisation of resources,
pattern of expenditure, etc., are keeping pace with the change in the base or
these fiscal aggregates are also affected by factors other than GSDP. Audit
observations on the Statements of Finance Accounts for the year 2006-07
bring out the trends in the major fiscal aggregates of receipts and
expenditure; Time series data on Union Territory Government finances
(Appendix 1.2), Abstract of Receipts and Disbursements (Appendix 1.3),
Sources and Applications of funds (Appendix 1.4) and Summarised
Financial position of the UT Government (Appendix 1.5). The overall
financial performance of the State Government as a body corporate has been
presented by the application of a set of ratios commonly adopted for the
relational interpretation of fiscal aggregates. The definitions of some of the
selected terms used in assessing the trends and pattern of fiscal aggregates
are given in Appendix 1.1 Part B.

GSDP is defined as the total income of the State or the market value of goods
and services produced using labour and all other factors of production




Chapter I — Finances of the Union Territory Government of Puducherry
. . _ ___ __ . ____ _____ __ __ __ __ _____ _ ___ ____ __ . _ ____ __ __ ___ _ _ _____ _ _________J
The aggregate receipts of the UT Government consist of revenue receipts
and capital receipts. Revenue receipts consist of tax revenues, non-tax
revenues and grants-in-aid from the GOI. Capital receipts comprise

recoveries of loans and advances given by the Government and loans and
advances obtained from GOI.

Table-1.4 shows that the total receipts of the UT Government for the year
2006-07 were Rs 2,336 crore. Of these, the revenue receipts were Rs 1,884
crore, constituting 81 per cent of the total receipts. The balance came from
borrowings (Rs 444 crore) and receipts from recovery of loans and advances
(Rs eight crore).

Table 1.4: Trends in Growth and Composition of Aggregate Receipts

(Rupees in crore)

Sources of UT Receipts | 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

I Revenue Receipts 1,073 1,185 1,303 1,631 1,802 1,884

I Capital Receipts 199 236 274 354 359 452
Recovery of Loans and 6 6 6 6 6 8
Advances

Public Debt Receipts 193 230 268 348 353 444
Total Receipts 1272 1,421 1,577 1,985 2,161 2,336

Total receipts of the UT increased from Rs 1,272 crore in 2001-02 to
Rs 2,336 crore in 2006-07. While the share of revenue receipts declined
from 84 per cent to 81 per cent, the share of Public Debt receipts which
create future repayment obligation increased from 15 per cent to 19 per cent
in 2001-07, indicating an increased dependence on borrowings.

1.3.1 Revenue receipts

Statement-9 of the Finance Accounts details the revenue receipts of the
Government. Revenue receipts consist of its own tax and non-tax revenues
and grants-in-aid from GOI. Overall revenue receipts, its annual rate of
growth, ratio of these receipts to the GSDP and its buoyancies are indicated
in Table-1.5.

Table-1.5: Revenue receipts - Basic parameters

2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06 | 2006-07
(1) 2) 3) 4) (5) (6) ()
ey recelph (R 1,073 1,185 1,303 1,631 1,802 1,884
(Rupees in crore)
Own taxes (per cent) 269 (25) | 276(23) | 353 27) | 404(25) | 47927) | 570 (30)
Non-tax revenue (per cent) 302 (28) | 412(35) | 454 (35) | 501 (31)| 511(28)| 550(29)
Grants-in-aid (per cent) 502 (47) | 497 (42) | 496 (38) | 726 (44) | 812(45) | 764 (41)
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()] (2) (3) 4) (5) (6) 0]
Bxta of greweh STRR 133 10.4 10.0 252 10.5 4.6
(per cent)
RR/GSDP (per cent) 25 24 24 31 32 30
Revenue buoyancy’ (ratio) 1.3 0.7 1.0 (-)5.6 1.1 04
State's own taxes buoyancy
(ratio) (-)0.8 0.2 2.7 (-)3.2 LY 1.8
Revenue buoyancy with
reference to State's own (-)1.6 3.5 0.4 1.8 0.6 0.2
taxes (ratio)
GSDP Growth (per cent) 10.2 15.8 10.3 (- 4.5 9.8 10.5

Figures in bracket indicates percentage to revenue receipts
General trends

Revenue receipts have shown a progressive increase over the period with
marginal changes in their composition over the period 2001-07. While the
share of own taxes shown a marked increase, the share of grants-in-aid from
GOI declined from 47 per cent to 41 per cent. The share of non-tax revenue
remained almost stable during 2001-07 with inter year variations. The
lower growth rate of revenue receipts during 2006-07 over 2005-06 inspite
of realisation of higher revenue from own resources was due to reduction in
grants-in-aid from GOIL.

Tax revenue

Tax revenue increased by 19 per cent during the current year (Rs 570 crore)
over the previous year (Rs 479 crore). The increase was mainly from sales
tax (20 per cent) due to boom in business and strict collection measures,
stamps duty and registration fees (29 per cent) due to sale of more non-
judicial stamps and land revenue (194 per cenf) due to remittance of
unutilised housing subsidy and other compensation payable to Tsunami
victims which was released during 2004-05. The trends in various
components of tax revenue during 2002-07 are given in Paragraph 6.1 of
Chapter VI of this Report.

Non-tax revenue

Non-tax revenue which constituted 29 per cent of revenue receipts increased
only by eight per cent during the current year from Rs 511 crore during
2005-06 to Rs 550 crore during 2006-07. The major contributors for
increase over previous year are Power (Rs 22.07 crore) due to sale of more
power to existing and new consumers; Medical and Public Health

Buoyancy ratio indicates the elasticity or degree of responsiveness of a fiscal
variable with respect to a given change in the base variable. For instance
revenue buoyancy at 0.4 during 2006-07 implies that revenue receipts tend to
increase by 0.4 percentage points if the GSDP increases by one per cent
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(Rs 3 95 crore) due to increase in hosp1ta1 charges hcence fees collected by

Food and Drug administration and more receipt of share. from Employees.
State ‘Insurance Corporation -and- other administrative services (Rs 5.26

crore) due to more receipts from motor garages, guest house, Government
hostels and sale of election forms and documents.

Gmnt&-m—aad "

Grants in-aid from GOI decreased from Rs 812 crore in 2005-06 to
Rs-764 crore during 2006-07. The decrease was under UT Plan schemes

(Rs 54 crore) and Centrally Sponsored Schemes (Rs ‘18 crore), was partly
off set by increase in Non=-plan grants (Rs 24 crore) Details of grants-in-aid

are given in Table-1.6.
' Tabﬂe 1. 6 Gﬁ‘auntts=m=and from G@H

- (Amount — Rupees in cron'e)

: . ' 2001—02 »20072-03‘ 2003-04 2004—05 2005-06 2006-07
Grants for UT plan 126 - 136 122 132 297 243
| schemes : AT o :
Non Plan grants 362 | 348 361 578 468 492
Grants for Centrally 14 13 13 16 47 29
Sponsored Schemes . . :
Total 502 | 497 496 726 - | 812 764
Percentage of increase #)26 | . ()1 (02 | (H)46 12 -6
(+) /decrease (-)-over : D .
prevmus year

Arrears of revenue

Arrears of revenue pendmg collectlon whxch was Rs 109.39 crore in
' 2005-06 increased to Rs.142.41 crore in 2006-07 (30 per cenf). These
' mamly relate to Electr1c1ty Department (Rs 91.80 crore), State Excise
(Rs 13.97 crore) and Commercial Taxes (Rs 28.72 crore). Of the arrears
pending collection by Electricity Department, Rs 27.55 crore were due from
.‘Government institutions and Rs 13.77 crore were under litigation. The
pendency in State Excise was- due to non-payment of fees by the lessees of
arrack and toddy shops The arrears pending collection by Commercial
Taxes Department include Rs 22. 63 crore covered under official liquidator
and miscellaneous action and Rs 5.76 crore covered by appeals in Court.

_ 1.,4@1' Growth of expemdﬁmre; :

~ Statement 10 of the Finance Accounts depicts the detailed revenue
expendlture by -minor heads and capital expendnture by major heads. The
- UT raises resources to perform its sovereign functlons to maintain the
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ex1stmg nature of dehvery of social and economic services, to extend the
network of these services through capital expenditure and investments and

" to discharge debt service obligations. The total expenditure of the UT
which comprises revenue expenditure, capital expenditure and loans and
advances increased. from Rs 1,225 crore in 2001-02 to Rs 2,290 crore in
2006-07. Total expenditure, its annual growth rate and ratio of expenditure
to the GSDP and to revenue receipts and its buoyancy with respect to GSDP
and revenue recelpts are 1ndlcatcd in Table-1.7.

'H‘ahﬂe-lﬁ : Total expendumm ~ Basic-.pammemrs |

. 2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06 | 2006-07
Total expenditure (TE) - | ' : . : ‘
(Rupess in cror) 1,225 1,304 1,445 1771 2,037 2,290
Rate of Growth 176| - 64. 10.8 22.6 17.8 9.7
(per cent) T
TE/GSDP Ratio 288| 264 26| 341 36.6 36.4

-\ (per cen) :

RR /TE Ratio (per 88 91 90 92 | 86 k7

cent) . » » 7

Buoyancy of total expendﬁmr_@ with reﬁ‘erenée to:

GSDP (ratio) 1.7 0.4 10| (5.0 1.8 09
1.3 06 1.1 09 1.7 2.1

Total expcnditwre during the current yeai‘ has increased by Rs 203 crore over
the previous year of which revenue expenditure was Rs 133 crore, capltal
expenditure was Rs 71 crore off set marginally by decrease of Rs one crore in

Joans and advances. The increase in revenue expenditure was on account of -

increased expenditure under land revenue (Rs 33.22 crore) mainly under plan,
interest payments (Rs 15.95 crore) under Non-plan, Pension and other

retirement benefits. (Rs 18.49 crore) under Non-plan, General Education -

"(Rs 30.28 crore) mainly under Plan, Medical and Public Health (Rs 57.92
crore) mainly under Plan, Social Security and Welfare (Rs 33.83 crore) mainly
under Plan and Power (Rs 37.87 crore) mainly under Non-plan. The increases
under these heads were observed mainly due to payment of arrears due to

‘revision of pay scales retrospectively, increased loan liability, payment of

dearness relief and airears due to revision of scales to pensioners, increased
purchase of medicines, surgical chemicals and equipment and increase in
service tax and gas rate and Unified Load Despatch and Communication
charges. The increase in capital expenditure was contributed mainly under Plan
due to increased expenditure on Power projects (Rs 4.95 crore), Industry and

Minerals (Rs 46.40 crore) and Roads and Bridges (Rs 19.15 crore). During the

- current year, 82 per cent of the total expenditure was met from its revenue

Negative buoyancy of total éxpenditure’ with reference to GSDP is due to
~ decline in the growth rate of GSDP :
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receipts and the remaining from capital receipts and ‘borrowed funds. The

buoyancy of total expenditure to GSDP which stood at 0.9 in 2006-07 indicates

~ that pace of Government expcndlturc was lower than the rate of increase in
‘GSDP of the UT. The higher buoyancy of total expenditure to revenue receipts

indicates increase in recelpts enhanced the propensity of the Government to .

spend dunng the year.

- Trends in total expenditure by activities: In terms of the activities, total
: expendltwrc could be considered as being composed of expenditure on general
services including interest payments, social and economic services, grants-in-
~aid and loans and advances Relative share of these components in total
expendlture is indicated i in 'E‘abﬂ&i 8.

Table-1.8: Components of Expeﬁdﬁ_ﬁuﬁﬂe — Relative Share

. . _ in per cent

2001-02 | 2002-03 | 2003-04 | 2004-05 | 200506 | 2006-07

General Services: 193] - 20.7: 21.1 | 20.2 195 217

L paymons 82 89| 93 86| - 82 82
Social Services ' 279 | 307 31.5 36.3 | 37.2 33.9

| Economic Sen‘ﬁces 52.0 . 48.0 46.8 | . 43.0 429 44.1
Grants-in-aid 02| 02| o2 02 0.2 0.2
Loans and Advances 0.6 04 044 03 0.2 0.1

* The share of expendlture on General Servnces margmal]ly increased mainly
" due to increase in the salary of Government servants with retrospective
effect. The share of Economic Scrv;ces declined steeply from 52 per cent to
. 44.1 per cent during 2001-07 whereas the share of Social Services increased
- from 27.9 per cent to 33.9 per cent during this period.

142 Incidence of revenue expenditure

Revenue expenditure had the predominant share in the total expenditure.
Revenue expenditure is incurred to maintain the current level of services
and payment of past obligations and as such does not result in any addition
" to the infrastructure and service network of the UT. The overall revenue
expenditure, its rate of growth, ratio of revenue expenditure to GSDP and to
© - revenue receipts and 1ts buoyancy are indicated in ‘Table-1.9.
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Table-1.9: Revenue expenditure: Basic parameters

2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06 | 2006-07
Revenue Expenditure (RE) 1,099 1,151 1,294 1,573 1,794 1,927
(Rupees in crore)
Of which
Non-plan Revenue Expenditure
(NPRE) 853 879 962 1,142 1,148 1,229
Plan Revenue Expenditure (PRE) 246 272 332 431 646 698
Rate of Growth (per cent) 19.6 4.7 12.4 21.6 14.0 7.4
NPRE 224 3.0 94 18.7 0.5 7.1
PRE 10.8 10.6 22.1 29.8 499 8.0
NPRE/GSDP (per cent) 20.0 17.8 17.7 220 20.1 19.5
NPRE as per cent of TE 69.6 674 66.6 64.5 55.0 53.7
NPRE as per cent of RR 79.5 742 73.8 70.0 63.7 65.2
Buoyancy of Revenue Expenditure with
GSDP (ratio) 1.9 03 1.2 (4.7 1.4 0.7
Revenue Receipts (ratio) 15 0.5 1.2 0.9 1.3 1.6

The revenue expenditure increased by 75 per cent from Rs 1,099 crore in
2001-02 to Rs 1,927 crore in 2006-07. While NPRE has increased by
44 per cent during this period, the PRE increased by 184 per cent. The lesser
increase in NPRE is due to non-transfer of completed plan schemes to Non-
plan as stipulated by the guidelines of Planning Commission. The UT
Government did not transfer schemes costing Rs 143.09 crore from eighth Five
Year Plan onwards as the GOI did not agree to provide increased grant under
Non-plan. Besides, the UT Government booked Rs 19.60 crore spent on the
scheme of distribution of free rice to all ration card holders under Plan, without
approval of the Planning Commission, resulting in boosting of plan
expenditure. The increase in NPRE during the current year was mainly due to
increased expenditure in land revenue collection charges and survey and
settlement operations (Rs 3.94 crore), assistance to agriculture co-operatives
(Rs 5.55 crore), interest payments (Rs 15.95 crore), medical and public health
(Rs 3.67 crore), transmission and distribution of power (Rs 32.44 crore) and
payment of pension and other retirement benefits (Rs 18.49 crore). The
increase in PRE over previous year was mainly due to increased expenditure on
welfare of aged, infirm and destitute (Rs 28.66 crore), medical and public
health (Rs 54.24 crore), general education (Rs 22.64 crore) and land revenue
operations (Rs 29.04 crore) off set by a decrease in expenditure under relief for
natural calamities (Rs 75 crore).

Negative buoyancy of revenue expenditure with GSDP was due to decline in
the growth rate of GSDP

10
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L. 4 3 C@mmnﬁfeﬂ expemdmnre '

Expendwure on salames

Table 1.10: Expendnmre on saﬂmnes

N | 2001-02 | 2002-03 - | 2003-04 - | 2004-05 2005-06 2006-07
" Expenditure on 258 S 281 | 299 327 . 364 429
salaries v : ' : : ' ' ‘
(Rupees in crore)
Of which ' B : .
Non-plan head : 223 o237 249 - 268 287 326
Plan head 35 44 1. 50 [ 59 77 - 103
As per centof - 6.1 . 57 55 | - 63 | 6.4 6.8
GSDP o 1 ‘
As per cent of ‘ 240 | 237 | 229 | - 201 202 228
RevenueReceipts e e - | -

‘During 2006-07, expendituré on salaries was Rs 429 crore (Non-plan Head -
- Rs 326 crore; Plan Head - Rs 103 crore). The share of salaries in revenue
. expenditure was 22 per: cent during 2006-07 while relative to GSDP and
Tevenue receipts it was 6. 8 and 22.8 per cent rcspcctlvclly The cxpendnwc on
 salaries increased by 18 per cent over previous year (Rs 364 crore in 2005-06)
mainly due to revision of pay scales with retrospectlve effect and payment of
arrears. :

- Pens_mn payments

Tébﬂe%hﬂé Expenditure om pemsions

Heads | 2001:02 | 200203 | 2003-04 | -2004-05 | 2005-06 | 2006-07
Expenditure | . ) . ; -
conPensions. .\ 60 | 5704 {7182 | 7733 | 8568 | 10416
(Rupees in N R S , : '

| erore)

Rate of : . - <. . '
srowth ©12 | me| 2ss)| 77 ol 202
As per cent| o S g

e 11 12 13|13 s |17
of RR 4.4 | ‘_4.8': 5.5 . 47 . 4.8 5.5
As per cent s ) c . .
of RE 4.3 _ 5",0'. 5.6 : 4.9 . 48 54

The increase in pensxon payment by 22 per cent from Rs 85 68 crore in
12005-06 to Rs 104.16 crore in 2006-07 was mainly due to increase in number
of pensnoners payment of two instaiments of dearness relief to pensioners and
‘revision of - retirement benefits due to upgradation. of pay scale with
retrospecnve effect. ‘

11



Audit Report for the year ended 31 March 2007

Interest payments
Table-1.12: Interest payments
Percentage of interest
payments
Total Total Interest with reference to
Revenue Revenue Pavisints
Year Receipts Expenditure ¥
Revenue Revenue
Receipts Expenditure
(Rupees in crore)
2001-02 1,073 1,099 101 9.42 9.19
2002-03 1,185 1,151 116 9.75 10.04
2003-04 1,303 1,294 134 10.33 10.40
2004-05 1,631 1,573 152 9.37 9.72
2005-06 1,802 1,794 171 9.51 9.55
2006-07 1,884 1,927 187 9.93 9.70

Expenditure on interest was mainly on loans from GOI. The rate of interest on
plan and non-plan loans from GOI ranged between 11 to 12 per cent in
2001-02. By 2006-07, it had fallen and ranged between 9 to 9.5 per cent. As
the borrowings from GOI increased from Rs 193.34 crore during 2001-02 to
Rs 443.76 crore during 2006-07, the interest payments have also gone up
steadily.

Subsidies

Trends in subsidies given by the UT Government are given in Table-1.13.

Table-1.13: Subsidies
o Percentage increase (+)/ Percentage of
Year : decrease (-) over previous subsidy in total
(Rupees in crore)
year expenditure

2001-02 2.08 -- 0.17
2002-03 3.89 87 0.30
2003-04 6.70 72 0.46
2004-05 11.07 65 0.62
2005-06 17.93 63 0.86
2006-07 16.63 (-)7.3 0.73

The amount indicated in the table represents the expenditure booked under the
object head ‘Subsidy’ under rural housing, welfare of scheduled castes,
animal husbandry, fisheries, rural development, village and small industries
and supply of Liquefied Petroleum Gas to Below Poverty Line families
but does not include major subsidies on free supply of electricity to
small farmers and poor people, supply of rice at subsidised rates to

12
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ration card holders, free s'upply. of rice, cloth, etc.‘, made by vanfious departments

and cash incentives and subsidies paid to agriculturists as these are either not

shown as subsidy in Govérnment Accounts or classified as other charges’, or
grants—m—ald’ to agencies unplementmg the scheme

1.5.1 @uahty oﬁ' expendntm‘e .

The availability of bettcr soc1a1 and physmal mfrastructure in the UT is
- reflected in its quality of expenditure. The ratio of capltal expenditure to total
' expendlture as well as to GSDP-and proportion of revenue expenditure being
. spent on running efficiently and effectively the existing social and economic
services determine. the quality of expenditure. nghcr the- ratio of these
_components to total expenditure and GSDP better is quahty of expenditure.
Table-1.14 gives these ratlos dunng 2001-07.

’E‘abﬂe=1 14— Endlncatm-’s of quﬁaﬂa&y of expendnmm

(Runpees in crore

_ . 2001-02 | 3002-03 | 2003-04 | 200405 [ 3005-06_| 200607

Capital Expenditure 119 ‘14‘8 146 193 289 ¢ 360
Revenue Expenditure 1,099 | 7 LISU| 1294l 1,573 | 1,794 | - 1,927
Of which ' b

Social and Economic Serv1ces

w1th ‘ :

() SalaryComponent 210.42 '2.24.72 238.15 | - 25865 | 266.41| 31829
1 (i) Non-Salary Component 662.90 |  674.65 758.19 | - 968.56 | 1,14349 1 1,141.49
| As per cent of Total ‘ ' ‘

-Expenditure (excluding loans

and advances) . A .

Capital Expenditure 98 114 1.1 - 109 139 15.7
Revenue Expenditure 9021 8‘87‘./6 . 89.9 - 89.1 86.1 84.3
" As per cent of GSDP _ | ’ ‘
Capital Expenditure 2.8 30 27| 3.7 5.1 5.7
Revenue Expenditure '258| 233 238  303| 315 30.6

- The capmal .expenditure 1nd1cated an increasing- trend with a'marginal dip in
2003-04. The capital expendlture was incurred mamly on. construction of
" Government buildings, water supply and sanitation, flood control projects, -
 industries and minerals, power projects and roads and bridges. Both salary and -
non-salary components mdlcated increasing trends but the salary component
increased sharply during 2006=07 due to revision-of pay scales ‘whereas the

. non-salary component margmally dechned Howevét, non-salary component

13
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of revenue expenditure incurred on social and economic services remained
dominant throughout the period and constituted on an average about
77 per cent of revenue expenditure on social and economic services. These
trends indicate that impetus is being given by the UT Government to asset
formation and quality of these services.

1.5.2 Expenditure on Social Services

Given the fact that the human development indicators such as access to
basic education, health services and drinking water and sanitation facilities
etc., have a strong linkage with eradication of poverty and economic
progress, it would be prudent to make an assessment with regard to the
expansion and efficient provision of these services in the State. Table-1.15
summarises the expenditure incurred by the UT Government in expanding
and strengthening of social services during 2001-07.

Table-1.15: Expenditure on Social Services

(Rupees in crore)

2001-02 | 2002-03 | 2003-04 | 2004-05 2005-06 | 2006-07

m @) ®) ) ®) (6) ™
Education, Sports, Art and Culture
Revenue expenditure 137.24 153.22 157.86 177.64 192.80 218.57
Of which
(a) Salary component 95.70 104.61 109.30 122.30 126.36 143.43
gmz‘;::;’“’y 41.54 48.61 48.56 55.34 66.44 75.14
Capital expenditure 6.61 14.69 12.09 16.82 38.69 18.31
Total expenditure 143.85 167.91 169.95 194.46 231.49 236.88
Health and Family Welfare
Revenue expenditure 79.95 77.90 81.79 93.44 107.83 167.91
Of which
(a) Salary component 46.02 49.03 52.66 57.48 64.81 73.68
gm’;‘(’)’;‘:;’my 33.93 28.87 29.13 35.96 43.02 94.23
Capital expenditure 0.54 2,15 3.59 8.30 10.51 13.25
Total expenditure 80.49 80.05 85.38 101.74 118.34 181.16
Water Supply, Sanitation, Housing and Urban Development
Revenue expenditure 31.93 43.16 55.98 104.09 115.81 99.98
Of which
(a) Salary component 4.73 4.85 488 527 5.43 6.67
fgmi 2;:;1‘»;» 27.20 38.31 51.10 98.82 110.38 93.31
Capital expenditure 14.61 21.84 2721 3425 40.84 38.32
Total expenditure 46.54 65.00 83.19 138.34 156.65 138.30

14
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| ®w» ol e e | e | e | 0

‘| Other Social Services . SR LT : ' '
Revenue expéndﬁture 70.08 | -86.79| © 11550 | . 203.80 267.42 214.77
Of which B B T ' 1 o -

‘| (a} Salary component 1590 17.02 | 18.59. 1622 ; - 1377 - 18.95
(b) Non-salary . A o , : ’ g " oe
component 54.18 69,;77 96.91 187.58 - ‘ 253.66 |  195.82
Capital expenditure 047 1. 00 .- 089 . 500 3.63 5.46

-Total expenditure 7055 | - 87. 79 11639 | - 208.80 271.05 | 220.23
Total (Social Sewﬁc‘es) " : .

Revenueexpermdxmre 319.20 36107 | 411.13 57897 | 683.86 701.23
Of which . : :

(a),_Sazarycomponem 162.35 17551 | 18543 | 20127 | - 21036 | 24273

(b) Non-salary - 15685 | 185556 | 22570 | 37770 | 47350 |  458.50

component B S . ‘ 1

Capital expenditure 22.23 39.68 4378 |- 6437 | . 93.67 75.34
| Total expendnmre . 341.43 400. 75 45491 | 64334 777.53 776,57

The allocatlon to somal servnces mcreased at an average- annual growth rate of
21 per cent from Rs 341.43 crore in 2001-02 to Rs 776.57 crore in 2006-07.

_ Expenditure on social services during current year accounted for 34 per centof

~ total expendlture and 43 per cent of developmental cxpendlmlre Relative to
2005-06, the revenue- expendlture under ‘Social Services’ increased due to
revision’ of pay scales of Govemment employees of Education and Health
departments A consistent increase in -expenditure on education and health
sectors dunng the period 2001-07 as well as its dominant proportlon in both the
revenue and total expenditure ;incurred on social services indicates the
Government’s increasing commltment to- 1mpr0ve socnal well being of the
society. »

153 EXpemdi&um on }Eéc."qmomrﬁci SéWﬁC@s'

'Expendlture on economic. serv1ces mcludes all such expendltures as to
promote directly or indirectly, productive capacity within the States_
economy. The trend of expendnture under varlous components of this sector
are shown in Table 1. 16. ‘ :

IR Developmental expendlture is deﬁned as the total expendlture made on social
and economic servnces S
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Table-1.16: Expenditure on Economic Sector

(Rupees in crore
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
(U] 2) 3) 4) (5) (6) W)

Agriculture and Allied Activities
Revenue expenditure 48.16 49.74 56.92 70.59 89.86 100.98
Of which
(a) Salary component 14,96 15.51 16.81 18.38 17.89 23.93
o idineriais 3320 3423|401 5221 7197|  77.05
componem
Capital expenditure 5.75 3.43 2.77 5.84 5.49 18.31
Total expenditure 53.91 53.17 59.69 76.43 95.35 119.29
Irrigation and Flood Control
Revenue expenditure 11.30 13.94 13.24 18.57 17.70 19.15
Of which
(a) Salary component 6.41 6.06 6.35 7.15 4.80 5.42
(2 Nty 4.89 7.88 689 | 1142 1290 | 1373
component
Capital expenditure 7.16 17.31 10.27 23.64 31.99 39.50
Total expenditure 18.46 31.25 23.51 42.21 49.69 58.65
Power and Energy
Revenue expenditure 408.68 407.98 428.18 448.88 450.57 488.45
Of which
(a) Salary component 14.44 15.07 16.09 17.41 18.48 29.20
o) Mg 39424 | 39291 | 41209 | 43147 | 43209 45925
component
Capital expenditure 2493 22.04 23.30 25.07 28.62 38.74
Total expenditure 433.61 430.02 451.48 473.95 479.19 527.19
Transport
Revenue expenditure 15.27 19.00 23.21 29.00 48.45 44.66
Of which
(a) Salary component 3.74 3.99 4.10 434 4.53 481
(fy) Non-tany 11.53 15.01 19.11 24.66 43.92 39.85
component
Capital expenditure 15.71 21.66 22.76 25.59 54.87 56.09
Total expenditure 30.98 40.66 45.97 54.59 103.32 100.75
Other Economic Services
Revenue expenditure 70.71 47.64 63.66 81.20 119.44 105.31
Of which
(a) Salary component 8.52 8.58 9.37 10.10 10.33 12.20
(b) Non-salary
component 62.19 39.06 54.29 71.10 109.11 93.11
Capital expenditure 28.90 23.25 32.51 33.11 48.13 99.05
Total expenditure 99.61 70.89 96.17 114,31 167.57 204.36
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@ | o o1 @ [ 6 [ e [ o

Total (Economic Services)

Revenue expenditure 55412 53830 | . 58521 | 64824 | 72603 | 75855
| ‘Of which S ‘ '

(a) Salary c_omAp'Qn‘_entv., - 48.07 ' _49.2"1,, 5272 .. 5738 56.04 75.56
(b) Non-salary .. o PO R I | : A a
componens s soe.qu_ -._7489.019‘ | ,'_532;497_ 59086 . 669.99 682.99
Capital expendlmre - 8245 87.69 91.61, 113.25 169.10 |  251.69

Total expendifure 63657 "625.959' ' 676.82'; 761.49 | - 895.13 1 010.24

The allocatlon t0 economic semces mcreased at an average annual growth rate
“of 10 per cent from Rs 637 crore in 2001-02 to Rs 1,010-crote in 2006-07. The
_ expenditure on Economic Semces Rs 1,010 crore) during 2006-07
" (Table-1.16) accounted for 44 per cent of the total expenditure and 57 per cent
of the development expenditure. “Of this, 52 per cent was spent on Power and
- Energy. While the i increase in the, revenue expenditure under this sector over
- 2005-06 was " due to revision of pay scales of Government employees in
. Agriculture’ and Electnclty departments the sharp increase. in Caprtal
- expenditure was due to increased investments in Government companies and
. estabhshment of fishing harbour at Kara1kal -

' 154 Fimamﬁa]l assism}m‘ee to nomﬁ bodies an& O{her ﬁnstimﬁ@ms
 The quantum of assistance provided by way of grants and ]loans to local bodles
* “and others. durmg the six year perlod 2001 07 is presemted in 'E‘abﬁ&]i 17.
’H‘ahﬂenﬂ 17: Fmammﬂ assnstame to E@eaﬂ bmﬂaes and other institutions

L , (Rupees in cmre)
2001-02 | 2002-03 | 2003-04 | 2004-05 | 2005-06 2006-07

Educational Institutions (Axded

Schools) -~ . . C ol eas| 85| 1201|1090 *1154| 1093
"Mumclpal Corporations and e o o o
Municipalities . -~ | 1662 2689 21.73 | 1924 | 4326 | 40.67
Commune Panchayats 12.10 11,49 1439 827 3111 19.78
: Statutory Boards/Authormes , .. ’ 48.10"'_ 4896 | 61.59 15243 | *218.44 151.50
Co-operatlves = T ' 11.50 - 9.53 | 1544} 3171 2547 °27.78
vOther Institutions** | 280 5241 650 5.59 2.28 9.57

Total - = - © 110027 | 110.86 | 13166 | 228.14 | 33210 | 26023 |

. Assnstanceasper percentage of SR P
| Revenue Expenditure ‘ . 94 101 © 10} 14 19 14

_* Differs from last year’s reportt due to rectuﬁeatmn of mnscﬁassnﬂ‘ica\tmn
#% Welfare socnetnes and Hmd!u rehgmus mstnmtmms ‘

The ﬁn’anmal _a.smstanc’e ext'ended to local bod_ies_ and other institutions
- decreased from Rs 332.10 crore in 2005-06 to Rs 260.23 crore in 2006-07.
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The decrease was mainly due to lesser assistance to Project Implementation
Agency and local bodies for Tsunami relief over 2005-06.

1.5.5 Delay in furnishing utilisation certificates

Of the 2,587 utilisation certificates (UC) due in respect of grants and loans
aggregating Rs 464.66 crore paid up to March 2006, 1,718 UCs for an
aggregate amount of Rs 292.85 crore were not received by March 2007.
Details of department-wise break-up of outstanding UCs are given in
Appendix 1.6. Audit scrutiny revealed that Puducherry and Oulgaret
Municipalities did not refund Rs 17.97 lakh though the works for which this
amount was given as grant were executed under other schemes. Besides,
these Municipalities did not furnish UCs for Rs 59.62 lakh though the works
were completed during May 2003 to February 2007 as final bills were not
settled.

1.5.6 Non-submission of accounts

In order to identify the institutions which attract audit under Sections 14 and
15 of the Comptroller and Auditor General’s (Duties, Powers and
Conditions of Service) Act, 1971, the Government/Heads of the Department
are required to furnish to Audit every year detailed information about the
financial assistance given to various institutions, the purpose of assistance
and the total expenditure of the institutions. As 43 autonomous bodies did
not furnish 71 accounts relating to 2001-02 to 2006-07, institutions which
attract audit could not be determined.

1.5.7 Abstract of performance of the autonomous bodies

Audit of accounts of Union Territory of Puducherry Legal Services
Authority has been entrusted to the Comptroller and Auditor General of
India under section 19(2) of Comptroller and Auditor General of India
(Duties, Powers and Conditions of Service) Act, 1971. The Separate Audit
Report for the year 2005-06 was placed before the Legislature in April
2007.

State Government reported 297 cases of misappropriation, defalcation, etc
involving Government money amounting to Rs 7.41 crore up to the period
March 2007 on which final action was pending. The department-wise break
up of pending cases is given in Appendix 1.7.

In Para 1.6.8 of Report of the Comptroller and Auditor General of India for
the year ended 31 March 2006, Audit pointed out the non-reconciliation of
Government receipts by Electricity Department leading to misappropriation
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by the cashier. The reconciliation was, however, not carried out and it was
noticed ‘in audit that Rs 79.96 lakh shown as remitted by cheque during
~ October 2006 towards power bill was not credited to Government Account

by State Bank of India, Yanam. “When the non-accountal of revenue was

" pointed out by Audit in July 2007, the Bank credited the money and .

attributed the delay to adiministrative reason. It was, however, seen in audlt
~ that the challan kept by the cashier in proof of remittance of the cheque in
October 2006 did not bear the stamp of the Bank. - As such, the remittance’
shown in cash book was doubtful and the non-remittance would have gone
- undetected but for the remittance verification by Audit. The matter has been

brought to the noticeé of the Government by Audit for Vigilance
1nvest1gat10n :

In the Government accounting system; comprehensive accounting of fixed
assets like land and buildings owned by the Government is not done. However,
* Govermnment accounts do capture the financial liabilities of Government and the
assets created out of the expenditure incurred. Appendix 1.5 gives an abstract
of 'such liabilities and the assets' as on 31 March 2007, compared with the
. corresponiding position on 31 -March 2006. While the liabilities in this

* Appendix consist mainly of loans and advances from the ‘GOI, the assets
comprise mainly the capital outlay and loans and advances given by the UT
Government and cash balance. The good financial position of the Government
is revealed by the fact that the Government liabilities constitutes ‘only
87 per cent of the assets. Appendix 1.2 depicts the time series data on UT
Government finances for the period 2001-07. -

H.,7 .1 - Incomplete projecits '

. There were 46 mcomplete projects which were scheduled for completion before
31 March 2007 on which Rs 57.90 crore of Capntal expenditure was incurred.

~ The time over-run noticed as of March 2007 on incomplete projects ranged -
"~ between nine days to 633 days. “In respect of seven projects, Rs 21.82 crore
were spent as of March 2007 against the budgeted cost of Rs 15. 37 crore and
no rewsed sanction were issued for these works. ’

| 1.7 2 Hmavestmem&s armd remrns

As of 31 March 2007, Government had mvested Rs 712. 36 crore mamly in
~ Government companies and Co-operatives (Table-1.18). The return on this
investment was 0.1 to 0.6 per cent during 2001-07 while the Government
paid interest at the average rate’ of 9.4 to 11.5 per cent on its borrowmgs
. -dumng 2001-07. : ~ :
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Table-1.18: Return on investment

P " ” Afv.erage rate Dl:ﬂerece

i L ercentage | of interest on ' etween
Yéai the year of return Government | interest rate
borrowing and return
(Rupees in crore) (per cent)

2001-02 446.76 0.73 0.2 11.5 11.3
2002-03 476.59 2.84 0.6 11.2 10.6
2003-04 517.85 2.47 0.5 iL.1 10.6
2004-05 554.12 279 0.5 10.7 10.2
2005-06 606.98 1.74 0.3 10.2 9.9
2006-07 712.36 1.03 0.1 9.4 9.3

The UT Government made investment of Rs 105.39 crore during 2006-07. The
sectors/companies where major investments were made were (i) Pondicherry
Industrial Promotion, Development and Investment Corporation Limited
(Rs 56.50 crore), (ii) Pondicherry Textiles Corporation Limited (Rs 17 crore)
and Co-operative Institutions (Rs 18.67 crore). The investment included
Rs 565.09 crore in 15 Public Sector Undertakings, of which twelve were owned
by the UT Government. Of this, five companies are profit eaming and six are
loss making; one company had not finalised its first account. Two companies
declared dividend aggregating Rs 82.56 lakh.

1.7.3 Loans and advances by UT Government

In addition to investments in Co-operative societies, Corporation and
Companies, Government has also been providing loans and advances to
many of these institutions/organisations, local bodies, Government servants
and others. Total outstanding loans and advances as on 31 March 2007 was
Rs 36.74 crore (Table-1.19).

Table-1.19: Average interest received on loans advanced by the UT

Government
(Rupees in crore)
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
(1) 2) 3 @ (5) (6) )

Opening balance* 53.74 50.82 50.16 44.89 44.06 41.76
Amount advanced during
the year 7.32 5.43 4.95 5.46 3.85 3.08
Amount repaid during
the year 6.24 5.88 6.22 6.26 6.15 8.11
Closing balance* 54.82 50.37 48.89 44.09 41.76 36.74
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e e e e | ® .

Netaddion |  108| (045| ()127| ()080| (3230 (502

: 'Interest'receivved- S 35| ._1_33 1.82 | 197 207 | 553

'|.Interest received as per |~ B R T :
cent to outstandmg loans 5.7 - 3.6 3.7 | 4.5 5.0 15.1
and advances . o . o )

Average interest rate (in
per cenf) paid on
borrowings by UT

1s| o2 il 107 02| 94
Government. ' V ‘

Difference between | - 3 SRR S do -
-average interest paid and” | - 5.8 v 76 7441 - 62| 52 . (957
received (per cent) . : '

* The difference between . opemng balance and closing balance of prevmus year were due to
pro forma corrections made durmg the respectnve years -

‘ Durmg the current year major po_rtlon of loan was advanced to Co-operative

- Institutions (Rs 1.07 crore) and to Government servants for purchase of

conveyance and computers (Rs 1,72 crore). The increased recovery during

2006-07 was due to writing off of Rs 2.39 crore due from Village Housing

Projects. . Similarly, interest received included Rs 3.24 crore being the written _

off interest' due from Village Housmg Projects.  Excluding this, interest

" received agamst the loans advanced was 6.2 per cent during 2006-07 as against

-~ five per cent in previous year and -the difference hetween mterfest paid and
}recelved would be 3.2 per cent instead of (- ) 5.7 per cent.

|  Five Heads of ]Depattments viz., Socnal Welfare ]Flshenes ][ndustnes Local
Administration and Civil Supplies.had not given the certificates of acceptance
‘of balances outstandmg asreflected in Government account

_‘ Audit scrutmy of the loan recovery records maintained by Agnculture Social
- Welfare, Fisheries and Industries departments revealed the following: :

> The Agriculture Department did not take any action to recover the loan
of Rs 1.48 crore outstanding from a private sugar mill which ceased to
- function from 2003-04. The assets of the mill were sold by a
- nationalised bank and after recovering the dues, the balance amount
~ was kept under the custody of High Court. . ‘

P Though the Soc1al Welfare Department obtained Govemment orders in
~ January 2007 for writing off the balance ‘of Rs 2,306 and Rs 3,279
- under the head 6235-02-800 and 6250-800 respectively, the outstanding
- loan were not written off from Government accounts during 2006-07.

> The balances under vanous heads recorded in the books of the Fisheries -
Department did not match "with those reﬂected in Government
, Accounts _ :
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TETESTANCN e s s e o e e re—

> Industries Department released loans on personal security to 85 persons
(Rs 6.82 lakh — Principal : Rs 1.85 lakh and Interest : Rs 4.97 lakh)
which could not be recovered through Revenue Recovery Act. Besides,
out of 59 loanees who received loan on mortgaging their assets, the
whereabouts of 52 loanees could not be traced and seven loanees
expired. Consequently, the Department sent write off proposals for
Rs 14.80 lakh (Principal : Rs 4.41 lakh and Interest : Rs 10.39 lakh) in
respect of all the 59 loanees in March 2005.

1.8.1 Fiscal liabilities — Public debt and guarantees

The fiscal liability of the UT Government was only public debt which
comprises loans and advances from the Central Government and is reported
in the Annual Financial Statements under the Consolidated Fund — Capital
Accounts.

Table-1.20 gives the fiscal liabilities of the UT, its rate of growth, ratio of
these liabilities to GSDP, to revenue receipts and to own resources as also
the buoyancy of fiscal liabilities with respect to these parameters.

Table-1.20: Fiscal liabilities — Basic parameters

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Fiosal Lisbilizien 945 L113 1312 1,553 1,820 2,168

(Rupees in crore)

Rate of Growth (per 17.4 17.8 17.9 18.4 17.2 19.1

cent)

Ratio of Fiscal

Liabilities to

GSDP (per cent) 22 23 24 30 32 34

RAVESe Rocoins {per 88 94 101 95 101 115

cent)

Swoikesouces {per 165 162 163 172 184 194

cent)

Buoyancy of Fiscal

Liabilities to

GSDP (ratio) 1.7 1.1 17| (- 4.0° 1.8 1.8

Revenue Receipts (ratio) 1.3 | ) 1.8 0.7 1.6 42
| Own Resources (ratio) 4.0 0.9 1.0 13 1.8 1.5

Negative buoyancy of fiscal liabilities to GSDP is due to decline in the growth

rate of GSDP
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" Overall fiscal liabilities of the UT increased from Rs 945 crore in
2001-02 to Rs 2,168 crore in 2006-07. The growth rate of fiscal liabilities was
19.1 per cent during 2006-07 over previous year. The fiscal liabilities of the

- UT at the close of the year 2006-07 comprised of non-plan loans (Rs 1,614.64
crore); loans for plan schemes (Rs 551.94 crore) and loans for CSS (Rs 1.16 .
crore). The ratio of fiscal liabilities to GSDP also increased from 22 per cent in
2001-02 to 34 per cent in 2006-07. These liabilities stood at 1.15 times of
revenue receipts and 1.94 times of the own resources of the UT as at the end of
'2006-07. The fiscal liabilities had grown faster than the GSDP. of the UT during
2001-06 except in 2004-05. The buoyancy of these liabilities with reference to -
GSDP and Revenue Receipts during 2006-07 was more than one indicating
higher growth of fiscal liabilities compared to growth of revenue.

1.8.2 Status of guaramtees — comtingent liabilities

Guarantees are liabilities contingent on the Consolidated Fund of the State
~in case of default by the borrower for whom the guarantee has been
extended. Though the- Government of UT Act, 1963, was amended
empowering the Government of Puducherry to maintain separate cash
balance and give guarantees on the strength of its Consolidated Fund yet the
- 'UT Government had not maintained separate cash balance. The guarantees
for the purpose of administration of the UT are continued to be given by the
- GOL In the event of any guarantee being invoked, the payment is made
- initially by GOI and subsequently recovered from the UT Government.
* Statement 5 of the Finance Accounts gives the' maximum amount for which
guarantecs were given by GOI and outstanding guarantees at the end of the
 year since 2001-02 as shown in Table-1.21. :

’E‘abﬂ&-}l 21: Guarantees given by G@'vemmem of India for the
Govemmem mf’ Union ’E‘en“m@}ry of El’uﬂduchewy

(Rupees in crore)

Year Maximum amount - Omstamding amount of
g guaranteed guarantees
2001-02 Sl smss o | 290
200203 | . 3755 1838
2003-04 - | . 3494 1138
200405 - | o214 | 8.53
2005:06 - - © 3494 1B
200607 | . .. 3378 426

~ No guarantee was invoked during any of the six yéars.
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_The debt sustainzibility is ‘deﬁned as the ability of the UT to maintain a

constant. Debt-GSDP- ratio over a period of time and also embodies the - -

concern about the ability to service its debt. Sustamab111ty of debt therefore
also refers to sufﬁcnency of liquid assets to meet current or committed

- obligations and the capacity to keep balance between costs of additional
‘borrowings with returns from such borrowings. It means that rise in fiscal
deficit should match with the increase in capacity to service the debt. A
prior condition for debt sustainability is the debt stabﬂlsatnon in. term of '
debt/GSDP ratio.

1.9.1 Debt s&abiﬂﬁsatﬁon '

“A necessary condition for stability states that if ‘the rate of growth of
‘economy exceeds the interest rate or cost of public borrowings, the Debt-
- GSDP ratio is likely to be stable provided primary balances are either zero
or positive or are moderately negative. Given the rate spread (GSDP growth
rate — interest rate) and quantum spread (Debt * rate spread), debt
- sustainability condition states that if quantum spread together with primary
- deficit is zero, Debt-GSDP ratio would be constant or debt would stabilise
_ eventually. On the other hand, if primary deficit together with quamum
“spread turns out to be negative, Debt-GSDP ratio would be rising and in
case it is positive, Debt-GSDP ratio would eventually be falling. Trends in
fiscal variables indicating the progress towards the debt stabilisation are
“indicated in Table 1.22. : :

- Table 1 22 : Debt smbﬂﬁﬁsammn I[mdﬂcatws and ’E‘mnds

| 2002-03 | 2003-04 - | 2004-05 | 2005-06 | 2006-07
| Average Interest Rate (per cent) | - 11.2 111 107 102 9.4
GSDP growth (per cent) 158 03| (45 9.8 10.5
Interest spread (per cent) 46| (08| (152 (04| - LI
Outstanding Debt (Rs crore) 1,113 1312 1,553 1,820 | 2,168
| Quantum Spread (Rs crore) 5120 (1050 | ()236.06 | (-)7.28 23.85
Primary Deficit (-) / Surplus (+) 3 O @19 @8] (21
(Rs crore) - o ' '

Table 1.22 reveals that quantum spread together with primary deficit except
in 2002-03, continued to remain negative from 2003-04 to 2006-07 -
indicating the rising Debt-GSDP ratio which has increased from 24 to 34

per cent during this pemod Although the ratio of fiscal liabilities to GSDP

is relatively low but its 1ncreasmg trend viewed along with the increasing -
-~ Fiscal Deficit — GSDP ratio is cause of concern as it may impair the UT’s
capac1ty to sustain debt in the medium to long run.
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1.9.2 Sufficiency of non-debt receipts

Another indicator for debt stability and its sustainability is the adequacy of
incremental non-debt receipts of the State to cover the incremental interest
liabilities and incremental primary expenditure. The debt sustainability
could be significantly facilitated if the incremental non-debt receipts could
meet the incremental interest burden and the incremental primary
expenditure. Table 1.23 indicates the resource gap as defined for the period
2001-07.

Table 1.23: Incremental revenue receipts and expenditure
(Rupees in crore)

Incremental
Period Resource
e Non-Debt Primary Interest Total Gap
Receipts Expenditure | Payments | Expenditure
2001-02 127 169 15 184 (-) 57
2002-03 112 64 15 79 (+)33
2003-04 118 123 18 141 ()23
2004-05 328 307 19 326 (+)2
2005-06 171 298 18 316 (-) 145
2006-07 84 187 16 203 (-) 119

The negative resource gap indicated the non-sustainability of debt while the
positive resource gap strengthens the capacity of the State to sustain the
debt. Although a cycle of positive and negative resource gap was observed
during the period 2001-05 but the magnitude of the gaps were small and
might have not posed any problem. However, huge negative gap during the
last two years may deteriorate capacity of the UT to sustain the debt in the
medium to long run unless the trend is reversed in the ensuing years.

1.9.3 Net availability of funds

Borrowings from GOI constitute the debt of the UT. The ratio of debt
redemption (Principal and Interest Payments) to debt receipts indicates the
extent to which the debt receipts are used in debt redemption indicating the
net availability of borrowed funds. The solution to the Government debt
problem lies in application of borrowed funds, i.e. they are (a) not being
used for financing revenue expenditure; and (b) being used efficiently and
productively for capital expenditure which either provides returns directly or
results in increased productivity of the economy in general which may result
in increase in Government revenue.

Table-1.24 below gives the position of the receipt and repayment of loans
and advances from GOI over the last six years.
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Table-1.24: Net availability of borrowed funds

(Rupees in crore)

| 2001-02 | 200203 | 2003-04 | 200405 | 2005-06 | 2006-07

Loans and advances from GOI

Receipts 193.34 22996 268.40 347.54 353.33 443.76
Repayment

(Principal + Interest) 155.07 177.06 203.84 259.70 257.40 283.65
Net fund available 38.27 52.90 64.56 87.84 95.93 160.11
Net fund available

(per cent) 20 23 24 25 27 36

The net funds available on account of the loans and advances from the GOI
after providing for interest and repayments increased from 20 per cent in
2001-02 to 36 per cent in 2006-07.

Deficit in the Government accounts represents the gap between its receipts
and expenditure. The nature of deficit is an indicator of the prudence of
fiscal management of the Government. Further, the ways in which the
deficit is financed and the resources raised are applied are important
pointers to its fiscal health.

1.10.1 Trends in Deficits

The trends in fiscal parameters depicting the position of fiscal equilibrium in
the UT are presented in Table 1.25.

Table-1.25: Fiscal imbalances: Basic parameters

(Value - Rupees in crore and ratios in per cent)

Parameters 2001-02 | 2002-03 2003-04 2004-05 | 2005-06 | 2006-07
Revenue deficit (RD) X X
(-)/Revenue surplus (+) (326 )24 > 05 8 ()43
Fiscal deficit (FD) (-) 146 (-) 113 (-) 136 (-) 134 (-) 279 (-) 398
Primary deficit (PD) (-)/ x . . :
Primary Surphss (+) (-) 45 ()3 (-2 (+) 19 (-) 108 (-) 211
RD/GSDP 0.6 - - - - 0.7
FD/GSDP 34 23 2.5 2.6 49 6.3
PD/GSDP 1.0 - | negligible - 1.9 33
RD/FD 17.8 - - - - 10.8

-~ indicates surplus

Revenue deficit indicates the excess of revenue expenditure over revenue
receipts. It is revealed from the trends in Table 1.25 that after experiencing
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 revenue surplus for' four years (2002 06) although with wrde mter year |
~ variations, it turned into revenue deficit during the current year as revenue

receipts increased by five per-cent (Rs 82 crore) against the increase of

. seven per cent (Rs 133 crore) ‘in’ revenue expenditure over previous year
- resulting in an increase of deficit of Rs 51 crore during 2006-07 from the
-revenue surplus of Rs eight crore in previous year. The fiscal deficit, which

represents the total borrowmg of the Government and its total resource gap, -
increased from Rs 146 crore in 2001-02 to Rs 398 crore in 2006-07. Given .

- the deficit of Rs 51 crere in revenue account in 2006-07 along with an.
- increase-of Rs two crore under non-debt capital receipts accompanied with

an increase of Rs 71 crore in capital expenditure and a decline of Rs one
crore in disbursement of loans and advances led to an increase of Rs 119

“crore in fiscal deficit during 2006-07 from the level of Rs 279 crore in

2005-06. As proportron to GSDP fiscal deficit had reached 6.3 per cent in-

.2006- 07

. An increase of Rs 119 crore in. fiscal deficit along with an increase of Rs 16 _

crore ‘in interest payments led to an increase of Rs 103 crore in primary
,deficrt durmg 2006 07 from Rs 108 crore in 2005 06. :

| 1162 Quality of Deﬂclt/SurpEus

The . ratro of RD to FD and the dccomposmon of Prlmary Deficit into

primary revenue deficit’ and - capital expenditure (including loans and

. advances) would indicate the quality of deficit in the State’s finances. The

ratio of revenue deficit to fiscal deficit indicates the extent to which
borrowed funds were used for current consumption. After experiencing
revenue' surplus for four years (2002-06) although with wide inter year
varlatlons, revenue account of UT turned into deﬁcrt again during the

__curtrent “year indicating the fact that some part of borrowed funds are -
o dlverted towards current consumptlon

'H'aMe 1. 26 Prrmar’y deficr&/SurpEus Brfurca‘e‘.ron of factors

(Rupces im crore)

" Non- | Primary | o Loans DR " Primary Primary

Yea debt | R . Capital o i | Primary = | revenue | defieit (-)/

ear e Revenue . an . .

-+ | receipts | expenditure expenditure.|  jvances | EXPenditure | deficit ()/ | surplus
- _ - : . : _surphus (+) (&)
1 2 3 4 5 6 (3+4+5) 723). | 8(2-6)
2001-02 1,079 998 119 71 1,124 81 ()45

:2002-03 S 1,191 |- 1,035 .| 148 T5 1,188 156 (+)3
2003-04 - 1,309 1,160 146 4 .5 1,311 149 ()2
2004-05 1,637 1,420 193 - .| 5 1,618 © 217 (+) 19
2005-06 1,808 1,623 - ©289. . 4 1,916 185 (-) 108
2006-07 | 1,892 |- 1,740 - 360 ] -3 2,103 152 (-)211

" Primary revenue deficit - defined as gan between non interest’ revenue

~_expenditure of the State and its non-debt receipts indicates the extent to which
the non-debt receipts of the State are able to meet the primary expendnture

- incurred under revenue account :
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The'biﬁircation of the factors resulting into primary deficit or surplus of the
‘State during the period 2001-07 reveals (Table 1.26) that the State has not
~only experienced the primary revenue surplus throughout this period but it

increased from Rs 81 crore in 2001-02 to Rs 152 crore in 2006-07 wi_th wide

inter year fluctuations. -:In.other word non-debt receipt of the State were-
- enough to meet the primary expenditure requirement in the revenue account
rather left some receipts to meet the expenditure under the capital account.

It was only during 2002-03 and 2004-05, the UT of the Puducherry
experienced the primary surplus when total non-debt receipts were adequate
to meet the total. primary expenditure and in the remaini‘ng years it
experienced the ]pnmary deﬁc1t largely on account of increasing capital
expendlture :

The table on mdlcators of fiscal hea]lth relatmg to 2006 07 of UT of
Puducherry is given below:

'ﬂ"abﬁe 1.27; Enducators of Fiscal Health (in per cem)

A Fiscal Indicators ' : 1 2002-03 2003-04 2004-05 | - 2005-06 2006-07 .
B W e | @ ®) (©)
I Resource Mobilisation L : g
Revenue Receipt/GSDP o 1 24 24 | 31 32 .30
Revenue Buoyancy ' ) 0.7 1.0 (956 1:1 0.4
Own Tax/GSDP - , 56 .. 65 78| 84 9.0
- Own Tax buoyancy _ 02 27 (32 19 1.8
Il Expenditure Mamiagemelmt L . .,
Total Expenditure/GSDP B 26 27| " 34 .37 - 36
Revenue Receipts/ Total Expehditure : o '._' 911' 90 _- 92 86 82
Revenue Expenditure/Total Expenditure | - 8 91 | 89 - - 86 84
Capital Expenditure/Total Expenditure SN RN © O R [} Y 14 - 16
Buoyancy of TE with RR : N Y Ly 09|17 2.1
Buoyancy of RE with RR : 0.5 1.2 0.9 S N AR T
HI Management of Fiscal Imbalances . ' o ' , S ‘
Revenue deficit.(-) /Revenue Surplus (+) (P34 +)9 (+)581 . (8 )43
(Rs in-crore) , o , | a
| Fiscal deficit (Rs in crore) o om OB6| B4 (27 (-) 398

Primary Deficit (-)/ Primary Surplus (+) o w3 @20 @1 @1l @2
(Rs in crore) ' A . : : :

Revenue Deficit/Fiscal Deficit e - - - - 1
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: L (1) @) | 3 4 OF 6)

IV Management of Fiscal Liabilities
Fiscal Liabilities/GSDP . 23. 24 30 32 34
Fiscal Liabilities/RR 94 - 101 95 101 115

. Buoyancy of FL with RR' 1.7 1.8 0.7 | 1.6 42
Buoyancy of FL with Own Receipt 0.9 1.0 1.5 1.8 LS
Net Funds Available under Public Debt 23 24 25 27 36
V  Other Fiscal Health Indicators .
Return on Investment 0.6 0.5 0.5 03 0.1
Financial Assets/Liabilities ‘ 1.26 1.23 |- 1.23 1.20 .15

iz

The performance of UT of Puducherry viewed in terms of key fiscal
parameters — revenue, fiscal and primary deficits — indicates deteriorating
fiscal health during 2006-07 over the previous year. Mobilisation of
resources by the UT comprising its tax and non-tax revenue as well as
recovery of loans and advances could not meet the Non-plan révenue
expenditure and the Government was heavily dependent on grants from GOI
for meeting both NPRE and PRE requirements during the current year.
NPRE not only continued to constitute the dominant proportion of revenue
expenditure but within NPRE the four items - salaries, pension payments,
interest payments and subsidies — shared more than half during 2006-07.
Moreover, the increasing fiscal liabilities accompanied with negligible rate
of return on Government investments and inadequate interest cost recovery
on loans and advances might lead to a situation of unsustainable debt
situation in medium to long run unless suitable measures are initiated to
compress the Non-plan revenue expenditure and to mobilise the additional

. resources both through the tax and non tax sources in ensuing years.
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In accordance with the provisions of Section 29 of the Government of Union
Territories Act, 1963, soon after grants under Section 28 are made by the
‘Union Territory (UT) Legislature, an Appropriation Bill is introduced to .
provide for appropriation out of the Consolidated Fund of the UT. The

Appropriation Act passed by the Legislature contains authority to
" appropriate certain sums from the Consolidated Fund of the UT for

specified . services. Supplementary or addltlonal grants can also be

sanctioned by subsequent Appropriation Acts in terms of Section:30 of the
" Government of Union Territories Act, 1963. - . '

The Appropriation Act includes expenditure which has been voted by the

Legislature on various grants in terms- of Sections 29 and 30 of the

“Government of Union Territories Act, 1963 and also expenditure which is
required to- be charged: on the Consolidated Fund of the UT. The
Appropriation Accounts . are prepared every year indicating details of -
‘amounts spent on various specified services by Govermnem Vis-a-vis those

- authorised by the Appmpnatmn Act ' S

The ob] ecnve of Appropnatmn audhlt is to ascertain whethcr the expendlmure
‘actually incurred under various grants is within the authorisation given
- under the Appropriation Act and that the expenditure required to be charged
under the provisions of the Constitution is so charged. It also ascertains
~ whether the expenditure so incurred is in conformity with the law, relevant

rules, regulations and instructions. . : o

. The 44 demands for grants approved by the Legislature comprise Voted

grants (Revenue (32) and Capital (12)) and seven Charged appropriations
(Revenue (six) and Capital (one)) totalling 51 grants/appropriations. The
summarised position of actual expenditure during 2006-07 against these
grants and appropriations is as follows:
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(Rupees in crore)

cverte | ||t | | Sy
Voted |I Revenue 1,775.11 155.12 | 1,930.23 | 1,741.40 | (-) 188.83
I Capital 646.47 23.40 669.87 378.80 | (-)291.07
[T Loans 5.09 - 5.09 3.08 (-) 2.01

and

Advances

Total-Voted 2,426.67 178.52 | 2,605.19 | 2,123.28 | (-) 481.91
Charged| IV Revenue 184.63 4.68 189.31 189.19 (-) 0.12
V Capital - - . i &
VI Public 74.70 21.61 96.31 96.31 -

Debt
Total-Charged 259.33 26.29 285.62 285.50 (-) 0.12
Grand Total 2,686.00 204.81 | 2,890.81 | 2,408.78 | (-) 482.03

Overall savings of Rs 482.03 crore was the result of savings in 44 grants and
seven appropriations (51 cases). The schemes under which the savings
mainly occurred and the reasons therefor are given in Appropriation
Accounts for the year 2006-07.

Supplementary provision

2.3.1 Supplementary provision constituted eight per cent of the original
provision as against 15 per cent in the previous year.

These are gross expenditure figures without taking into account the recoveries
adjusted in accounts as reduction of expenditure.
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2 3 2 In four grants, ‘against addltlona]l requirement of Rs 88. 14 crore,
supplementary provisions of Rs 93.07 crore were obtained resulting in
aggregate savings of Rs 4.93 crore (Details are given in Appendm - 2.1.
The savings in each case exceeded Rs 50 lakh. In one grant’, the entire

, supplementary provision of Rs 4.38 lakh proved unnecessary as there was a
saving of Rs 20.11 lakh. -

233 Tn 102 cases, expenditn're fell short by Rs 50 lakh or more in each
case and also by more than 10 per cent of the total provision, resulting in
“savings of Rs 601.92 crore (Details are given in Appendix — 2.2). In 22 out
of these 102 cases, the entire provision of Rs 356.16 crore was not spent. In
58 cases, the expenditure exceeded the approved provisions (both Original
and Supplementary) by more than Rs 50 lakh and also by more than 10 per
cent of the total provision, resulting in an excess of Rs 130.46 crore. In 25
out of these 58 cases, the expendtture exceeded the approved provision by

» 100 per cent. (Detarls are given in Appendix — 2. 3)

234 Re-approprlatron is transfer of funds wrthln a grant from one unit of
-appropriation where savings are ‘anticipated to another unit where additional
- funds are: needed. In five cases; re-approprlatlon was -proved unnecessary
(Detalls are given in Appemﬁtx 2.4). ‘

2.3.5 Antneapated savings not surrendered

The departments surrender the - grants/appropriations or portions thereof
- whenever savings -are anticipated. = As against the total savings of
- Rs 482.03 crore in all grants/appropriations during 2006-07, the departments
surrendered Rs 470.51 crore on 31 March 2007. It was, however, observed
- that anticipated savings of more than Rs 25 lakh each in 7 cases amounting
- to Rs 9.90 crore were not surrenderedl (Detai]ls are given in Appendix — 2.5).

2.3.6 Expendntnre on Centraﬂy Spensered Schemes

Out of Rs 31.71 crore provndled as Final Modlﬁed Grant (FMG) for =

implementing 87 Centrally Sponsored Schemes, Rs 29.53 crore (93 per
* cent) were spent. While no‘expenditure was incurred in respect of 5 schemes

(FMG : Rs 0.52 crore), the expenditure was. less than 50 per cent of
- provision in respect of seven schemes. -

SCrutiny of the records relating to budgeting -and expenditure control
maintained by Animal Husbandry, Public Works, Transport, Information

 Grant 24 ‘Agriculture’ (Revenue — voted)
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and Publicity, Co-operation and Industries departments revealed the

following:

2.4.1 Unnecessary provision of funds

Unnecessary provision of funds was made in the following cases resulting in

huge re-appropriation:

Head of Account Budge! tual Augunt
and description provislntn Ex::nd:lurc n:_:‘::::;': :'::i]:m Remarks
(Rupees in lakh)
400?; :, rg';l%) Funds provift‘ied on Td hoe balslis for
= payment of consultancy charges
g:mfnm of 430.00 26.00 2400 even before clearance of work by
ey High Level Committee.
Building
Provision of funds was made on
ad hoc basis. While one Division
spent Rs 14.80 lakh only, out of
opaisi Rs 160 lakh, another Division
inf - could c.rbtain sanction for works
facilities in the 250.00 32.80 217.20 amounting to Rs 27.50 lakh only,
. against the allotment of Rs 80 lakh.
Tiuitsnt Sl Of this, one work was not
e approved as it did not come under
the jurisdiction of Tsunami
affected areas.
Grant No.19
5452.80.190(2)(1) Funds were provided before
Share Capital 100.00 - 100.00 | clearance of the ‘Splendor Train’
contribution to project by Railway Board.
joint venture

2.4.2 Excess provision of funds

Funds were provided in excess of requirement in the following cases

resulting in savings:

(Rupees in crore)
Budget Requirement as
Head of Account and description PE?;:;’ :;:e:::r$°|: fe;c:l'r.e:::;t Savings
Estimate the department
Grant No.8 Transport
3075.60.800(1) - Matching grant for Railways 2.00 0.18 1.82 1.89
for Electrification
Grant No.16 Public Works
4702.789(1)(1) - Ground Water Recharge 1.88 1.18 0.70 0.79
Scheme
Grant No.16 Public Works
4711.03.800(3)(1) - Creation of infrastructural 25.00 20.00 5.00 13.02
facilities in Tsunami affected areas
Grant No.32 Building Programmes
4210.01.110(2)(1) - Construction of Women 13.34 10.00 3.34 2.59
and Children Hospital
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Out of Rs 1.50 crore provided for giving loans to Government servants
towards House Building Advance, Rs 1.27 crore were surrendered in March
2007 due to less demand from Government servants than anticipated.
Though there was a huge surrender of funds during 2004-05 and 2005-06
under House Building Advance, provision of huge amount proved excessive
and resulted in surrender.

2.43 Erroneous provision of funds

The Chief Engineer, Public Works Department provided Rs eight crore for
Yanam region for creation of infrastructural facilities in Tsunami affected
areas and spent it. As Yanam region was not notified as affected by
Tsunami, provision of funds was erroneous.

Expenditure on flood relief works and rehabilitation works for Rs 4.18 crore
was wrongly provided under the head 2245.02.101(1), which relates to
payment of cash doles to the victims of natural calamities like fire, flood etc.

2.4.4 Funds provided under Supplementary grant before sanction of
schemes

In the following cases, funds were provided by Director of Animal
Husbandry under supplementary grant to meet the expenditure on revision
of pay scales, increase in Dearness Allowance and increase in cost of fuel.

(Rupees in lakh)
Head of Account e Pm:;::lemmw FMG EXI’;‘::;LR Savings
2403.101(1)(1) 85.67 40.23 125.90 107. 02 18.88
2403.102(1)1) 101.11 57.56 158.67 149.29 9.38
2403.102(1)2) | 27.59 34.12 61.71 51.34 1037

The provision was, however, could not be used for the purpose as proposal
of Assured Career Progression was not approved by Government and
savings resulted. Provision of funds in supplementary grant even before
sanction of scheme was in contravention of provisions of General Financial
Rules.

2.4.5 Advance drawal of funds

Grants-in-aid released/drawn far in advance of requirement were either
deposited or lying with the implementing organsiations in the following
cases:
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(Rupees in lakh)

Head of Account/
description

Amount
drawn

Remarks

Grant No.22 Co-operation
2401.195(9) - Assistance to
Agricultural Credit Co-
operative Societies

The amount was drawn and deposited with
Pondicherry State Co-operative Bank Limited

550.00 | pending receipt of orders from Government of

India for waiver of loan and interest due from
the farmers to the Bank.

Grant No.28 Industries
2851.003(1)(1) and
2851.789(1)(1) -
Construction of a separate
Office-cum-Training Hall

87.40

Although the grant of Rs 18 lakh released in
March 2006 was not utilised by the
Puducherry Management and Productivity
Council (as additional land required for the
work was not transferred by the Director of
Industries and estimate was not prepared for

executing the work). Yet, Rs 87.40 lakh was
released during this year.

2.4.6 New service/New instrument of service

Expenditure on a scheme/service not contemplated in the Budget estimate
constitute New service/New instrument of service. In such cases,
expenditure can be incurred only after obtaining either an advance from the
Contingency Fund pending authorisation by the Legislature or provision of
funds through supplementary estimates. The Committee on Public
Accounts (PAC), fixed (March 2004) the monetary limit for determining the
expenditure on the New service/New instrument of service as Rs five lakh
for recurring expenditure and Rs 10 lakh for non-recurring and works
expenditure. Besides, PAC also prescribed monetary limits for release of
grants, share capital and loan to Government companies/autonomous bodies
etc. without obtaining the approval of the Legislature. Contravening these
provisions, the Director of Animal Husbandry incurred expenditure in
excess of the limits prescribed for New instrument of service in the
following schemes without approval of the Legislature.

N';:;t ‘: :hc FMG Expenditure =
(Rupees in lakh)
Special The scheme which was implemented for women’s
K bomtadk self.' help groups during 2.005-06 was extended to
Breeding 276.06 271.90 | assist Below Poverty Line (BPL) . farmer:f and
Programme Rs 133.92 lakh was drawn for extending subsidy to
BPL farmers for purchase of milch cows.

Livestock The scheme, which provided for distribution of 16
and Poultry week layer pullets (birds) to farmers free of cost
Research 90.11 89.18 | was modified to include additional inputs like feed
and Training and cage and Rs 51.36 lakh was drawn for
Centre purchase of cages.

2.4.7 Non-furnishing of specific reasons for withdrawal of funds

The Plan outlay of Rs 1,410 crore approved by the Planning Commission
for 2006-07 was revised to Rs 1,043.45 crore at the Revised Estimate stage
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due to non-materialisation of loeins from Housing and Urban Development
Corporation Limited (Rs 247 crore), non-drawal of loan from World Bank
- for Emergency Tsunami Reconstruction Programme and lesser mobilisation
of funds from: other sources etc. As against the reduction of Plan outlay by
- Rs 366.55.crore, Govetnment issued orders for surrender/re-appropriation of
Rs 483.87 crore on the ground of reduction of plan allocation at Revised
Estimate stage. This has resulted in non-furmshmg of specific reasons for
w11thdrawa]l of Rs 117.37 crore.
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This chapter presents two performance audits on Urban Water Supply
Schemes and Educational Development of Scheduled Castes and one long
paragraph on Functioning of the Computerised Billing System in the
Government Automobile Workshop, Puducherry.

Highlights

Sixty one per cent of the total population of the Union Territory lives in
urban areas and the department implemented a number of water supply
schemes mainly to create additional resources/infrastructure to augment
the existing water supply. Audit scrutiny of these schemes, however,
revealed extraction of ground water in excess of requirement and supply
of water in excess of norms prescribed by Government of India. This
resulted in creation of unnecessary infrastructure and wastage of water.

(Paragraphs 3.1.7.1 and 3.1.7.2)

b !',

(Paragraph 3.l1. 7.5).
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3,11 E}Iﬁﬁmdmﬁmn : :

The Union Temtory (UT) of Puducherry comprises four geographlcally'

isolated regions’' with an urban population of 6.48 lakh®. Drinking water
requirement in urban areas of Puducherry and Karaikal regions is met by
utilising ground water resources. Mahe is provided with drinking water by
the Kerala Government on payment and this is augmented by ground water
resources.  Yanam gets water from Godavan n.ver supplied by Andhra
Pradesh Govemment

- Tenth Plan (2002=Of7) laid stress on (a) qualitative improvement of water
ensuring 'sustainability of sources on long term basis and diminishing
reliance on ground water by increasing use of surface water through rain
water harvesting measures (b) revamping the existing system by creating
additional resources or replacing quality . affected/defunct sources,
constructing . storage ' reservoirs,. rede51gmng/relay1ng of distribution
networks to balance supply with demand and (c) monitoring of water supply
through surveillance, revamping of operation and maintenance systems and
rationalisation of water tariff to deterrent level to check wastage. To
‘achieve these objectives, the UT Government implemented Water Supply
Schemes (WSS) in the urban areas dunng 2002-07 at a cost of Rs 103.27
crore (Capita]l : Rs 80.76 crore and Revenue : Rs 22.51 crore).

Central. Public Health and Envnmnmental Engmeenng Orgamsatnon
(CPHEEO) prescnbes guldellnes for economical designing of various
components of WSS, norms for drinking water supply to various categories
of - consumers and maintenance of WSS. Public Works Department

implements water supply augmentation schemes by adopting these -

“guidelines. Puducherry region has been divided into nine zones and works
in three zones® were completed before the commencement of the tenth plan-

period. Works in three more zones (Zone II, VI and IX) were completed

during the tenth plan and works in the remaining three zones are in progress

(March 2007). In Karaikal, augmentation schemes in all the three zones
were completed. As there was huge shortfall in supply of water by Kerala -

Government to Mahe region, the department had taken up (May 2003)
laying of 'a direct pipeline from the treatment plant in Kerala to the service
reservoirs as a deposit work by Kerala Water Authority. The work was
completed in October 2006. In Yanam, only mﬁrastructure development
works were carried out :

' Puducherry, Karalkal Mahe and Yanam
2001 census
3 Zone I, IV.and V
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3.1.2 _@rganisaﬁonaﬁ set up

The Chief Engineer (CE), who is the head of the department, is assisted by
the Superintending Engmeer IT (SE) and four Executive Engineers (EES)
one in each region in implementing WSS. The Secretary to Government is
the Admm1strat1ve Head.-

3. 1. 3 Audnt objectwe

The performance of urban WSS executed in the four regions was reviewed
in audit to-assess: :

> the effectiveness of measures taken for qualitative improvements of
water and sustainability of sources with diminishing reliance on
ground water and increased utilisation of surface water

> _the economy, efﬁcxency and effectlveness in revampmg the existing
system and creation of addltlonal sources .

> the economy, efﬁmency and effectlveness of the operation and
' mamtenance system

-3.1.4 Audit criteria _
‘> CPHEEO Menual
| » Government Plan Document _
> Central Public Works Department Works Manual
>

Government orders and circulars, instruction issued by Government/ :
CE/SE. ' :

> Rules on water connection policies in Union Territory of Puducherry
'3.1.5 Audit coverage and methodology

" Records relating to the execution of WSS by the four divisions of the
* department during the year 2002- 07, and the related records maintained in
the office of SE and CE were revnewed during January 2007 to May' 3007. -
Site visits were conducted and discussions were held with the officers. An
entry conference was held in February 2007 with the CE. In the exit
‘_conference held in June 2007, the Secretary to Government assured to
' rev1ew the status and take up actlon on the audlt observations. ’
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Audit Comments
3.1.6 Sustainability of sources

All the four regions of the UT are situated in the coastal areas and excess
extraction of ground water would result in the sea water intrusion thereby
affecting the quality of water in the source. To avoid such excess
extraction, the department had to formulate schemes to utilise surface water
through rain water harvesting measures. Audit scrutiny of the adherence to
these instructions by the department revealed the following:

3.1.6.1 Excess extraction of ground water

CPHEEO prescribed supply of 135 litres/70 litres per capita per day (Ipcd)
of water for cities having sewerage system and not having sewage system
respectively and an additional 15 per cenmt for transmission loss. The
department extracted ground water in Puducherry, Karaikal and Mahe
regions much in excess of requirement as detailed below:

Schemes to use
surface water were
not implemented due
to non-acquisition of
land

Population projected from Water Water actually
2001 Census Norm as per requirement drawn and
Region CPHEEO (in million supplied during
Month Population (in Iped) litres per day the month
(mid)) (in mid)
Puducherry May 2007 5,66,426 155.25 87.94 121.85
Karaikal March 2007 84,843 80.50 6.83 11.00
Mahe November ”
2006 38,637 80.50 3.11 4.73
* 1.45 mld supplied by Kerala Government

Excessive drawal of ground water over the norms fixed would result in sea
water intrusion as was evidenced in the aquifer in the coastal areas of the
Puducherry region.

3.1.6.2 Non-utilisation of surface water

Drinking water requirement of Puducherry region is being met by ground
water sources only. With a view to utilise the existing surface water sources
in Puducherry, Government appointed a consultant (August 2001) and paid
Rs 44 lakh for identifying water availability from Oussudu and Bahour
tanks. The report of the consultant (June 2002) recommended utilisation of
surplus water from Oussudu tank for about 4 to 5 months in a year till the
year 2011 and for the entire year during 2012 to 2021. A site was selected
in August 2003 for constructing a treatment plant for using the water from
this tank but the requisition for acquisition of the land by invoking urgency
provision of Land Acquisition Act was sent to the Land Acquisition Officer
(LAO) only in December 2005. Proposals for issue of notification under
section 4 (1) of the Act was submitted by the LAO in November 2006 along
with the approval of Chief Secretary for invoking urgency provision. It was,

42




P
<
LS
Expenditure om
" constructing a WSS
in private land -~
resulted in nomn-
utilising.of .
. infrastructure costing
- Rs 23.17 lakh
L

| - Chapter IH Pe"formance Audzt

~ however, returned by the Revenue Ofﬁcer w1th arequest to submit a rev1sed
-proposal (January 2007) for acquiring the land under normal acquisition

proceedlngs as courts have taken- strong exceptron for invoking urgency .

- provisions. The proposal was not submitted as of July 2007 as land use
- .conversion was to be obtained. from Town and Country Planmng
Department. = The avoidable delay in acqumng land resulted in non-

: '1mp1ementat10n of the scheme.. : ‘

The department 1nc1uded a scheme for constructlon of a treatmerit plant in

- Karaikal for using surface water of Arasalar river in the Annual Plan for
" 2002-03, but the estimate for the scheme was prepared during 2005-06 and

the scheme was sanctioned in July 2006. The tenders called for in October

- 2006 were rejected by the CE in June 2007 on account of non-verification of
'credentlals of the b1dders and retendenng was yet to be done (August 2007)

In order to augment the short supply of drmkmg water in Mahe during

--summer months, the department . cairied out (March 2001) detailed

- investigation through»"a'consultant for harvesting rain water and storing it in .

' ..nery formed ponds. While one pond, constructed at a cost of Rs 6.97 lakh
~in December 2004, was. not put to use due to objections from the residents
= .fearmg drymg up -of their wells, the proposals-for issue of notification for

-acquiring land for the other pond sent by LAO m January 2004, was .

pending wrth Government- (May 2007)

- 3.1.7 Revampmg oﬁ" exsstmg systems. to meet the demand

. Water Supply Schemes comprise creation of sources with infiltration wells

(for surface water) and - borewells (for ground water), construction of
treatment plants (for surface water) conveyance of treated water to sumps

and service reservoirs and supply of water to consumers through distribution

system. 'CPHEEQ has prescribed norms for arriving at the capacity of

* various infrastructure to be created and their designed life period to improve

the . efﬁcrency and effectxveness of the schemes and economise the
expenditure. The execution of varlous works by the . department drsclosed
the followmg deficiencies:

. 3.1,7.1 Wastefuﬂ expendnmre due to poor pﬁanning a

In order to- augment the .shortfall in water supply to Kanuvapet area, the EE,
Public Health Division, Puducherry constructed (January 2004) two
borewells at a.cost of Rs 2.72 lakh and awarded (March 2004) the work-of

’constructlon of compound wall to protect the structure and the pumping
~ main to be laid. The work was stopped after spending Rs 15. 71 lakh due to

claim by a private party that the land on which one of the borewells was

~ located and a portion of the land used for constructing compound wall were
“his property. On verification, it was found one of the borewells was not =

~ located within the boundary of Government land and. further work were not

- taken up. On account of demand from public for supply of quality water, the

EE proposed to use the other borewell lccated on Government land The
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water from this borewell was, however, found unfit due to higher total
dissolved solids (July 2006). In spite of this, the EE obtained Government
sanction (September 2006) for laying pumping main from this borewell to
the existing overhead tank (OHT). The work was taken up in December
2006 and completed in February 2007 at a cost of Rs 4.74 lakh. However,
due to poor quality of water, the department constructed another borewell
(February 2007) and took over one of the borewells constructed by Villianur
Commune Panchayat and supplied water to the public. Wrong location of
borewell and construction of pumping main fully knowing the poor quality
of water from the source rendered the expenditure of Rs 23.17 lakh
wasteful.

3.1.7.2 Wasteful expenditure on construction of storage facilities

CPHEEO manual provides for designing storage facilities like sump, OHT
for 15 years® to facilitate carrying out extensions when required and to avoid
expenditure far ahead of utility. The department constructed a 20 lakh litres
OHT (Rs 2.18 crore) and a six lakh litres sump (Rs 26.27 lakh) for the
Central Zone in Karaikal on the ground that the existing seven lakh litres
OHT was damaged and the existing 14 lakh litres sump would be
insufficient. Audit scrutiny of the estimate revealed that the Chief Engineer
approved the work for a design period of 30 years instead of 15 years. Had
the guidelines of CPHEEO manual been followed, 17 lakh litres OHT and
eight lakh litres sump would have been adequate for the zone. Construction
of OHT of three lakh litres capacity in excess of requirement and sump of
six lakh litres capacity resulted in a wasteful expenditure of Rs 58.97 lakh.

3.1.7.3 Unnecessary creation of infrastructure

CPHEEO recommended 70 lpcd as the maximum water supply level for
domestic and non-domestic purposes for towns without sewerage system
and this includes requirement of water for commercial, institutional and
minor industries. CPHEEO also recommended a maximum of 15 per cent
of the total requirement towards unaccounted water supply. In addition,
water supply schemes should provide water for fire fighting, for institutions
of considerable magnitude and for major industries. It also stipulated that
the storage facility should be designed for continuous supply to consumers
as intermittent supply are neither desirable for the public health point of
view nor economical. The capacity of OHTs where power is available
throughout 24 hours and 16 hours of pumping is possible should be for 15
per cent of daily demand and the capacity of the sumps for filling the OHT
should be designed for 50 per cent of the capacity of the OHT, if two
fillings per day is resorted to.

Yanam region has an area of 20 square kilometres. The surface water
received from Government of Andhra Pradesh for this region is stored in

p Water requirement for the projected population at the end of 16 years including one

year project period at the prescribed norm for the area
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three locations (Yanam Town, Kanakalapeta and Dariyalathipa) which are = -

interconnected. The water is treated in treatment plant with sand filters and

“cairied through pipelines " to sumps constructed in different locations,

pumped to overhead tanks constructed nearby and distributed by gravity to

. consumers. The distribution system for the whole region is interconnected. -

The region had three water treatment. plants (WTPs) with a total capacity of
5.75 mld, five OHTs and 12 sumps with a total capacity of 10 lakh litres and

 12.05 lakh' litres respectively ‘as of March 2002. The department increased
- the capacity of WTPs, OHTs and sumps to 14.75 mld, 32 lakh litres and
© 23.05 lakh litres during 2002-07 on the ground that the projected population
~ in the year 2018 (designed period of 15 years) would be 90,300 and tail end

- areas had inadequate water. - Audit scrutiny, however, revealed that the

projected population for the Yanam region in the year 2018 is only 50,000.

- As there are no big institutions and major industries and the department is
~not supplying treated water to industries, the water requirement for-this
Apopulatlon adopting the norms prescribed by CPHEEO would be 4.735
mld®. Hence, the regulrement_ of infrastructure would be 4.735 mld of WTP,
7.5 lakh litres OHT
“existed as of March 2002 would be more than adequate. By boosting the

and 3.75 lakh litres sump. As such, the infrastructure

projected population to 90,300, adopting higher norms of 100 Iped and-
including .huge quantity of water for institutional and industrial demand

~ (4.19 mld), the department worked out the water requirement for 2018 at
14.39 mld and constructed three - WTPs -with a total capacity of
“nine mld, eight OHTs of 22 lakh litres capacxty and eight sumps of 11 lakh
.- litres ‘capacity at a total cost of Rs 10.73 crore (vide Appendix — 3.1). =
~ Failure to follow CPHEEO guidelines résulted in creation of unnecessary
' 1nfrastructure wastage of water and hlgher cost of mamtenance

‘Govemm,ent contended (November 2007) that the- addltlonal infrastructure
‘was provided to cater to the projected population for 30 years (upto 2033)
" and the requirement of surrcunding population of neighbouring Andhra

Pradesh and industrialisation was also considered. This contention was not

factual as the project reports con51dered the requirement ‘of projected
- population ‘of 15 years as provided i in CPHEEO guidelines but boosted the
“ estimated population and did not consider the requirement of population of
" neighbouring state. Besides, water was not supplied to industries and there
were no documents to support the requirement of huge industrial demand.

: _3‘.1."7;4 Non recovery of excise .duty p’aid on ét’gnipment;_ _

E C-entral' Ex01se notifications issued. 1n’March'2002 and September.2002;

exempts payment of Ceritral Excise duty for all items of equipment required
for. setting up of water. treatment plants and pipes required for delivery of
water from source to plant and from there to the first point of storage. - Such

7 exemption can be claimed by the contractor by obtaining a certificate from

A 50,000 X 70 Ipcd + (15% unaccounted for water + 0.710 for fire fighting)

6. 15 per cent of4.735 mld |
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the District'. Collector through th_e department. While issuing tender for the .
three water treatment plants in Yanam region, the Chief Engineer indicated
that the tendered amount should include all taxes and levies, but failed to
indicate the Central Excise duty exemptions availed by the contractor is

‘payable to Government. The work orders were issued in June and July 2005

for a tqtal cost of Rs 6.13 crore. Based on the request from the contractors,
the EE, Yanam requested the Deputy Collector to issue exemption

- certificate for pump sets, air blowers and electro chlorinators procured for

the treatment plants. Records, however, indicated issue of certificate only
for electro chlorinators. In the absence of the list of materials eligible for -
exemption and their cost, the amount of excise duty exemption availed by -

_the contractors but not passed on to the department could not be assessed in

audit. The estimate for these works apportioned 40 per cent of the cost to

- mechanical components and based on this, the excise duty (16 per cent) not
- recovered by the department from the contractors is estimated to be
- Rs 24.27 lakh. The EE, Yanam informed audit (July 2007) that the firms

availed Excise Duty exemption on the mechanical components of all the

~three treatment plants. Government assured (November 2007) to recover

the amount from thelr final bllls

3. Ii 7.5 Bﬁaeknng of funds due to tnme overrum

'CPHEEO prescribed a time lnmt of 188. weeks for major water supply
_ .,schemes from the date ‘of ‘preparation of working plan to testing and

commissioning of the projects: CPHEEO also recommended inviting of
combined tenders for all components to avoid delay in completion of the
project. The EEs obtained administrative and technical sanctions for major
schemes from GOI/ UT Government and CE respectively and divided them

into sub works and executed them through contractors. Consequently, the

prescribed time limits' were not adhered to. Audit scrutiny revealed

~ avoidable delay in taking up the works and in erectlon and commlss1on1ng
‘The cases are dlscussed below: : :

- Krishna ngar Sclzeme

To augmént acute Ashortage of water in Krishna Négar, a newly devélopéd
area. in. Puducherry region, Government sanctioned (i) construction of

‘additional storage facilities .and pumping main in February 2002 and (ii)

creation of additional source and construction of head works and

- distribution grids in Septembér 2002, No time limit was fixed for

completing these major works and the project did not contemplate
acquisition/availability of Iand for the works.

The first work was divided into eight sub works and six of them were
completed between April 2002 and October 2005. The electrification work
was taken up in February 2006 and completed in March 2006. However,
the sub work of laying pumping main, technically sanctioned in 2002-03 for

- Rs18.35 lakh, was not completed for want of land. Pipes for the work

costing Rs 21.27 lakh purchased in 2004-035, were kept idle. - Scrutiny of
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records revealed that the EE, Public Health Division, Puducherry had not
initiated any action to acquire land for this purpose, but issued work order in
July 2006. To an audit query, the EE stated (June 2007) that the sub work
would be executed in the land that would be acquired by National Highways
(NH) division. However, there was no correspondence in this respect with
the NH division. The Assistant Engineer informed (July 2007) audit that the
feasibility of laying the pumping main along the drain bund is under
investigation. The department spent Rs 1.98 crore as of July 2007.

The second work was divided into 14 sub works and 13 of them were
completed between January 2003 and January 2005. For the sub work of
constructing distribution grid, pipes costing Rs 2.18 crore had been
purchased during 2004-05, but the global tender was floated only on
16 November 2006. The tender was cancelled on 17 November 2006 to
provide opportunity to local registered contractors. The EE had not invited
tender for this sub work subsequently. The department spent Rs 3.48 crore
on this work.

Thus, poor planning in executing various components of these two works
resulted in blocking of Rs 5.46 crore for more than 15 months.

Kurinji Nagar Scheme

Government sanctioned WSS for Kurinji Nagar as two major works in
March 2003, one for the construction of storage facilities and pumping main
(Rs 1.81 crore) and another for distribution system (Rs 1.99 crore). While
the works relating to pumping main were completed, the construction of
overhead reservoir, entrusted to a contractor in December 2003 with a
completion period of 9 months for Rs 1.16 crore, was not completed even
by July 2007 due to slow progress of work by the contractor. The contract
was not terminated for not keeping the time schedule. The other
components relating to pumping main were taken up only during 2005-06
and the electrification work were executed in 2006-07. The EE had not
taken any action to execute the major work relating to distribution system
and the Assistant Engineer attributed inadequate development of houses in
the area as the reason for non-execution of this work. Consequently, the
expenditure of Rs 1.41 crore remained unfruitful.

Uppalam Water Supply Scheme

Government sanctioned (April 2003) a scheme for augmenting water supply
to Uppalam and adjoining areas in Puducherry region and all major sub
works were completed by June 2006. The electrical work was taken up in
December 2006 and completed in March 2007. However, due to non testing
of the distribution grid, the scheme was not commissioned even by
November 2007. Avoidable delay in completing minor works defeated the
objective of providing water supply to the public and led to blocking of
Rs 6.93 crore spent on this scheme.
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. Rea'aying of pipelinies in .Yanam

As the size of the existing distribution pipes were not sufficient to cater to

_ the demands, Government sanctioned (F ebruary 2002) the work of relaying
- new pipeline in Yanam. Though the work was completed in January 2005

at a cost of Rs 1.29 crore, it was not commissioned on the ground that the
additional water required would be available only after construction of new

water treatment plants. Audit scrutiny, however, revealed that the treatment -
plants were constructed and commissioned in August 2006. The Executive
Engineer, Yanam informed audit (September 2007) that the pipeline would
be commissioned after giving pipe connection to the consumers from the
new line. Government also concurred (November 2007) with this reply.
However, the Department failed to obtain sanction for providing house

~ service connections from the newly laid pipeline along with the work: of

laying pipeline and Government: sanctlon for prov1d1ng service connections -

‘'was not obtained (N ovember 2007)

3.1.7.6 Non cemmeneement of schemes for want of _land _

The foillowing twe schemes couid Hiot be bimplemente'd as the land required _
was not transferred by Health Department/Mahe Mumclpahty '

‘In order o' store the addrtlonal Water proposed to be received from Kerala _

State on completion of the direct feeder line and supply. it to Pandakkal area,
a sump was proposed to be constructed at the campus of Subsidiary Health

‘Centre. Though Government - sanctioned the work in March 2004 for
~ Rs 12.84. lakh and the land requirement was brought to the notice of Health
‘Department in October 2003, the land was not transferred even by March =~

2007. As the work of provrdmg feeder line from Kerala State was

completed in October 2006, non=constructron of sump defeated the objectlve -

of sanctlomng the scheme

The constructlon of an open well and a pump. house on the land owned by
the Mahe Municipality to augment water supply to Kannachankandy colony
proposed in October 2003 was not taken up due to.non transfer of land by
the I\/’ummpahty (March 2007) :

3.1.8 @peratmn and Mamtenanee Systems

" The efﬁcrency and effectlveness of the operation and maintenance system

- depends on drawal of water to the optimum level to balance the need and

~ delivery of the same without leakage and wastages. -Besides, rationalising

" the water tariff to meet the operational cost would not only improve the .
 Government revenue but also act as deterrent against wastage of water, The

deficiencies noticed in operatron and mamtenance of Water supply schemes
are d1scussed below: '
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3. 1 8. 1 ‘Wastage of water

" To av01d wastage and to conserve water CPHEEO stlpulated fixing of bulk -

water meters in strateglc points... The department fixed bulk meters in three

- out of five OHTs in Karaikal and 10 out of 37 OHTs in Puducherry only

during 20067 The Department has no equipment to detect leakages in

- pipelines. To an audit query, the Assistant Engineer, Puducherry stated that

the leakage is being detected based  on. complaints from ' public/site

- supervision staff. Failure to detect leakages 1 in time would result in wastage
of water and increase the malntenance cost.

The rules tor domestic water connectron stipulate - installation of water -
meters by the department and. raising of demands based on water actually

o consumed The workmg condltlons of water meters inthe four regions are - -
.. as under: - : '

L ‘_ anmber of - | Meters not working " Percentage of
- Region R —— S :
R -connections: " Month Number. | defective meters

 Puducherry . |- 74,637* | March2007 | 50,492 | 68
Karaikal | 11462 .| April2007 | 5,180 C 45
© Mahe 1495 - April 2007 403 | 27
Yanam | 2,550 | May2007 | 2,550 . 100

" * includes a portion of rural area

- While 35,513 meters in  Puducherry failed before 2004-05,
- 1,174 to 1,510 meters failed during every quarter thereafter. All the meters
" in Yanam region did not function for the past seven years. Defective meters

prevented the department from billing the  actual quantity of water
consumed. :

‘In Yanam ‘region,; the departrnent.‘ SUpplied 7.60 mld of water during
~November 2006 as against 3.06 mld of water required for the present

populatron of 38,064.. The department constructed a number of storage

-~ facilities .on the ground of 1nadequacy of water in tail ends. The excess:
- delivery of water, however, indicated ‘drawal of more water by the
“consumers of . initial reaches. 'As the size of the pipes used for house
~ connections was fixed and the period of supply is also regulated, such over
. _drawal could only be made by tampering the water connection pipes and -
 using other mechanical devices. . The EE had made no attempts to conduct
- surveillance to detect any unauthonsed drawal of water.- Instead, he had

created more mfrastructure to supply to the ta11 ends

Government stated (November 2007) that- new. water ‘meters would be. -

: 'prov1ded at the time of comm1sswmng the new relald plpelme

Details of bulk meters fixed in‘Mahe and Yanam have not been furnished
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3.1.8.2 Rationalisation of water tariff

The tenth plan envisaged rationalisation of water tariff to deterrent level to
bring down the wastage. CPHEEO, while according sanctions for water
supply schemes, stipulated revision of water tariff at least to meet the
operation and maintenance expenses and the Government also assured such
revision in their project reports. The water tariff for domestic and
commercial consumers was fixed during 1990 and the department revised
the rates for commercial consumers in May 2000. The total demand raised
during 2004-07 in the four regions and the operational cost in terms of
maintenance and staff salary are given below:

Operation and
g Demand maintenance
Ragies . (Rupees in lakh) expenditure* o o
(Rupees in lakh)
Puducherry 2004-05 237.12 984.15 24
2005-06 246.27 1,151.20 21
2006-07 253.84 1,375.72 19
Karaikal 2004-05 32.57 151.21 22
2005-06 32.57 174.84 19
2006-07 32.57 213.73 15
Mahe 2004-05 10.31 31.56 31
2005-06 17.45 24.93 70
2006-07 19.52 47.35 41
Yanam 2004-05 2.81 69.11 4
2005-06 291 57.49 5
2006-07 2.91 81.32 4
w The salary component in Puducherry and Karaikal regions was arrived at
based on the number of staff deployed for maintenance and the average salary
drawn

It could be seen that the existing water tariff does not meet even the
operational cost and the department failed to follow the CPHEEO
instructions. Creation of excess infrastructure and supply of more water
increased the maintenance cost and non-revision of tariff for domestic
consumers who are the major consumers increased the loss of revenue to the
Government. Government stated (November 2007) that audit views would
be considered at the time of taking the policy decision to revise water tariff.

3.1.8.3 Quality of water not ensured

The CPHEEOQ has prescribed physical, chemical and biological parameters
for ensuring the quality of drinking water supplied to the public. The
department is required to employ suitable treatment and disinfection
methods to ensure quality of water before supply and to monitor the quality
of water at consumer’s end. Audit scrutiny revealed that water from 54 out
of 146 borewells in Puducherry region was directly supplied to consumers
without any intermediate storage. This water is not being treated with
chlorine to minimise the risk of water borne diseases. Besides, water
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supphed from four such borewells has hrgher iron content and water from
two borewells has higher mtrate content and thls was not ﬁt for consumption
. as drmkmg water. : :

3.9 concmsﬁm |

The department explorted ground Water in excess.of requlrement and did not
" exploit surface water. More infrastructure were created unnecessarily and
" schemes were. niot 1mp1emented withiin a time frame. Economiical use of -
- ~water was not enforcéd. - Poor quahty water was supphed directly from four
: borewells in Puducherry :

o Recem’me‘rtdaétmns
> Schemes for ut1hsmg surface water should be glven prlonty

- » ‘Wastage of water should be prevented by ﬁxmg bulk meters
detecting leakages, replacrng the defectrve Water meters and
conductmg surverllance : :

> ,Water tarlff ratronalrsatron should be consrdered

The above pomts were referred to- Government in August 2007 reply,_
" except for: observatlons in respect of Yanam reglon had ot been received

> (January 2008)
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Govemment 0f Indm zmplements various educatwna! schemes to upgrade
the educatmnai levels of Scheduled Castes. A review. of the schemes bemg )

zmplemented in Puduchewy regwn showed ﬂmt L

321 Immducﬁon

The Umon Termtory of Puducherry (U']F) is geographncally divided into four
regions * viz., Puducherry, Karaikal, Mahe and Yanam. There are no. .
Scheduled Tribes in the UT.. The Scheduled Castes (SCs)- ‘population is
' 16.19 per cent of the total populatlon and resides only in Puducherry,
Karaikal and Yanam regions. Both Government of India (GOI) and the UT
Government implement various educational schemes, for enabling the SCs™
_to upgrade itheir educational levels. - These objectives are proposed to be
‘achieved by (a) increasing the enrolment and retention of SCs in educational
institutions, (b) reducing their drop out rates and (c) increasing their

representation in jobs and higher educational and professional institutions.

The UT Government spent Rs 58.93 crore during 2001-07 -for the

i *educatlonal development of SCs as detailed in Appendnx —-3 2.

(Pamgmph 3.2.7. 5), .:
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3. 2 2 @rgamsatmnal set up
The schemes are implemented by Adi-dravidar Welfare Department The.
Secretary to Government - (Welfare) is the overall administrative head. The
. Director, who is the head of the Department, is assisted by two Deputy
" Directors (of whom' one is excluswely for the students’ wing) and four -

- Assistant Directors (two in Puducherry 1 region and one each in Karaikal and =
Yanam regions). There.is a Semor Accounts Officer who is. responsmle for
- Internal Audlt :

3. Z 3 Audtt objectwes |

' The performance audit of the 1mplementatlon ‘of various schemes by the
Departiment for the educatronal development of SCs was taken up by Audit
to verify whether: :

> reliable and acceptable data was maintained
> the allocatron and utlllsatxon of funds were judicious and effectlve

> _-'the prescnbed gu1de11nes were followed whlle 1mplementmg the,'
schemes. : :

> the efforts resulted in achlevmg the objectlves of the schemes

> the momtorlng system at varlous level\ was func‘uonlng effectlvely

3.2.4 Audﬁt ernterna' |
Data on ehgrble students

'Guldelmes 1ssued by GOI for lmplementlng the schemes

' ‘Government orders on purchase of dietary articles.

>
>

_. » Occupanc_y.of hostels. -
g , .
> ’qucational indicators det_enn_ined by Director of School Education, |
s ,

Audnt coverage

_ Records data 1nformat10n for the years 2001-02 to 2006 07 relating to the
: lmplementatlon of schemes in Puducherry and Karaikal regions were test
checked in the departments of Education, Adi-dravidar Welfare and
:?Collegrate Education. For the purpose of test check, records relating to-
‘disbursement of . scholarships, maintained by Pondicherry University, -
12 colleges (of this, four were women colleges) ‘and eight each out of 328
primary schools, 127 middle schools, 147 high” schools and 78 hlgher
secondary schools were scrutlmsed s
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3.2.6 Allocation and utilisation of funds
3.2.6.1 Non-implementation of GOI Schemes

The funds received for implementing ‘Book Bank Scheme’ during
1999-2000 were utilised during 2000-02. Though the beneficiary
institutions sent the list of books required, the Department did not seek
funds from GOI during 2002-03 as it could not produce paid vouchers for
getting Audit Certificate for the year 2001-02. The scheme was
discontinued thereafter as the vouchers could not be traced. The Director
informed audit (September 2007) that steps to purchase books during
2007-08 would be taken as the records required for getting audit certificate
have been traced. The non-implementation of the scheme resulted in denial
in provision of costly textbooks to poor/needy students enrolled in
professional courses.

GOI provided Rs 15,000 per student per year for giving remedial and
special coaching to SC students studying in classes IX to XII. The
Department did not seek funds for implementing this scheme. Similarly, the
pre-examination coaching scheme of GOI for improving the performance of
SC students in competitive examinations was also not implemented. Thus,
these schemes for improving the educational standard of SCs were not
implemented.

3.2.6.2 Disbursement of scholarship was not watched

The Department drew the scholarship amount payable under various
schemes and released them to the respective schools, colleges/institutions
for disbursement by obtaining temporary receipts from the heads of
schools/institutions. The final acquittance was to be sent after disbursement
of scholarship to the students. While the receipt of acquittance was being
watched through a register maintained in Puducherry region for each type
of the scholarship, there was no system of watching acquittance for the
amount paid to the heads of institutions in Karaikal region.

Mention has been made in Paragraph 4.1.1 of the Report of the Comptroller
and Auditor General of India for the year ended 31 March 2004 that non-
watching of acquittance led to misappropriation by one Headmaster and the
Cashier of the Department. Despite this, the Department failed to watch the
receipt of acquittance. Consequently, acquittance for a value of Rs 1.79
crore (Period: 1999-2006) was pending from 1,598 institutions under
pre-matric (Rs 17.84 lakh), post-matric (Rs 127.73 lakh), opportunity cost
(Rs 26.14 lakh) and retention (Rs 7.55 lakh) scholarship schemes as of
March 2007. The registers were not closed periodically to determine the
pendency of receipt of final acquittance from various heads of institutions.

Thus, the Department is not keeping a track of disbursement of scholarship
to the eligible students and monitoring the refund of undisbursed amount.
The Director stated (September 2007) that the pendency had been reduced
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to Rs 47 54 lakh (293 lnstltutlons) in respect of post-matric scheme and
acquittances for Rs 42.54 lakh was pendlng from 685 institutions for three
'other schemes : .

'3,‘4‘,7:_ Empﬂementatidn of the schemes

:' ‘, 3271 Hdentiﬁeatﬁon of beneficiaries |
" The beneficiaries of ‘.various schemes are students of schools, celleges and
- other professional institutions run by Government and prlvate agencies. The

" benefit of post-matric scholarshlp extended to the re51dent -SC students even
studymg outside the UT : :

The Department obtams apphcatlons from new beneﬁcranes who satrsﬁes

the eligibility criteria: through the -educational institutions every year. In
cases of renewal, only a list is obtained from the institutions. The
Department does not maintain any data of students who were paid

- scholarships to verify the correctriess of renewal claims. Besides, there is no
- mechanism to verify whether the list of renewal/apphcanons from new
* - beneficiaries have been received from all the institutions. Consequently; the

Department is not in a position to ensure that all ehglble beneﬁcranes have

) been extended the beneﬁts of the schemes

Scrutmy_' of records’:‘ by Audrt revealed that':there Were ‘instances of two
sanctions for the same application which was pointed out-by the institution

- . at the time of disbursement. The inspection of the records: relating to
© 2004:05 by Director of Accounts and Treasuries, ‘Puducherry (DAT)

revealed double payment of scholarshlps amounting to Rs 2.59 lakh to 148

- students and sanction  and payment of scholarships to ineligible students.

The Department accepted the failures and attributed it to processing of large
number of applications in short time. Thus, there was lack of proper system

for receiving -and processing “applications. The Director stated .(September '
2007) that-a software would be developed to ehmmate the denclenmes in

processmg the apphcanons

- 3.2.7.2 Payment of sehnﬂarshnps tn nnehgibﬁe beneﬁesames

The regulatlons governmg the pre-matric scholarshlp to the chlldren of those
engaged in unclean occupatron issued by GOI in April 2003, strpulated that

 the assistance should be given to the chiildren of those who are actlvely

engaged in scavenging of dry latrines and other unclean occupatlons The
Department had not conducted any survey to. identify persons who were

- traditionally engaged inunclean occupations. -Instead, they processed all the
~ applications received and sanctioned scholarships to children of sanitary
" assistant and safaiwala working in Government, Municipalities and .. .
 Commune Panchayats. A survey conducted by Puducherry Adi-dravidar

: ,8" ‘ B ‘Residing 'in' the UT of Puducherry for not less than five years .
? - Tanning and flaying which are traditionally considered unclean
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Development Corporatlon (PADCO) in February and March 2006 on the

. direction of Supreme Court of India revealed that there were 87 families '

cotprising 348 persons including 76 children in the age group of 5 to 15,
belonging to the category of scavengers of dry latrines in all the four regions

~ of Union Territory of Puducherry. The Department, however, issued
- scholarship to 2,060 children under this scheme during the year 2006-07.

As scavenging of dry latrines was abohshed in the UT, only 76 children are

~ eligible for this scholarship.” The Director stated (September 2007) that

GOI, while finalisation of draft Annual Plan for 2006- 07, permitted the
payment of scholarship to children of municipal scavangers ‘Even allowing

~ scholarship to the children of such persons employed in the local bodies, the

payment of Rs 23.01 lakh during 2004-07 to children of sanitary assistants
and safaiwalas Workmg in Government was. not justified as they were not A
engaged in scavengmg of dry latrmes - P

The elloxblhty criteria for post=ma’mc scholarshxp stlpulated that the '
beneficiary should not receive any other stipend. This condition was not
included in the application. - Test check of the records of Mother Theresa
Institute of Health Sciences, Puducherry revealed that 84 students who were
paid post=-matr1c scholarship between October 2004 and February 2006 were
also in receipt of stipend resulting in excess payment of Rs 5.96 lakh. The
UT Government has sought directions in this regard from GOI (November
2006) after w1thhold1ng payments durmg 2006-07. - :

3.2.7.3 Excess Paymem

The guidelines for post-matric seholarship clasSiﬁed ‘all courses leading to
‘graduate or above’ under Group III and ‘all post matriculation level courses

before taking up graduation mcludmg vocational courses for which the

minimum qualification was matnculanon under Group IV for the purpose = |

of payment of maintenance allowance'®. Though the various diploma
courses'! were to be class1fied under Group IV, the Department classified
them under Group III and paid maintenance allowance to 1,094 students
dunng 2003-07. This resulted in excess payment of Rs 17 11 lakh

3.2.7.4 Non—foﬁﬂﬂwmg of GOI gundeﬁmes

' Post—matnc scholarshlp mcludes r_elmbursement of non-refundable fees paid.

by the students to the educational institutions. GOI, as early as in 1995,

issued guidelines that the State/UT Governments, should issue instructions to

all recognised educational institutions not to collect non-refundable fees

from the eligible SC/ST students but to get the amount from Government
directly. These instructions were reiterated in 2002 by GOL -However, all
educational institutions including- Government. institutions collected non- -

e - Grade I1I : Rs 355 for Hosteller and Rs 185 for Day scholar

Grade IV : Rs 235 for Hosteller and Rs 140 for Day scholar
Teaching, Electronic and Civil Engineering, Pharmacy, Co-operative Management,
etc. : " - o
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Students from local

area were admitted

;:t:anggﬁs to filt up - sanctioned capacity of 2,835 to- 3,335 students'? during 2002-07, the
. ‘occupancy ranged between 2,172 and 2, 55?13 ‘The vacancy of 423 to 948
-were mainly in the hostels located in rural areas. Test check of five such
hostels revealed occupancy of 63 to 100 per cent by students living wlthm
five kilometres as indicated below: _
' Name of the | 200102 2002-03 ~ 2003-04 2004-05 2005-06 2006-07 |
Hostel | AP0 [L]rp|afi]p|afr]e|ajr]p|ai|r|ali]? |
Puducherry .
GBH, 80 | 79|72 |1 | 7 62| 81| 78| 63|81 |80 |7 |9 |79 |6s|s4|m|50] 63
Karayamputhur . ; : ; ,
GBH 120 {100 [ 80 | 80 {100 | 92 | 92 | 107 [ 102 .95 |01 | 75| 82 | 67 | 65 [ 97 |59 |51 | 86
Kariyamanickam e ' - - . | - .
GBH, - 100 | o5 |64 |67 | 92|60 | 75| oa| 73|78 |80 | 60| 86| 04| 87| 03|00 |85 o4
Abhlshegampakkam : A4 -
Karaikal :
GGH,Nedungadu | 80 | ss |51 |93 ]| 63 {62 |98 ss| 5397 50]5s6|o0s]|s9]|s7]0751/a8] 04
GBH,Neavy | 80 32 {27 (85| 32|27 | 84| 43| 32|75 43|32 7460540906666 100
GBH : Governmem Boys Hostel; .GGH.: Government Gil‘ls-Hostel; A : Admitted L:Local . P:Percent .
The admission of local students was allowed in relaxation of Rules by
- Government citing ‘huge vacancies. As many of the hostels do not have
quarters for the warden and each warden looks after more than one hostel in
Karaikal, the possibility of the students leaving for their houses for night
stay could not be ruled out. The Director stated (September 2007) that steps
have been taken not to admit local students where the hostel/school is
situated and wardens were strlctly mstructed to be avallable .at hostel for
.max1mum time.
Unnecessary ' There are three grrls hostels one w1th a strength of 120 functioning in own

- C hapter 111 Petformance A udlt

refundable fees from the SC _students and reimbursed it to the students only
after sanction of post-matric scholarship to them. -Thus, the Department
failed to implement GOI instructions. '

3.2.7. 5 Poor oecnp‘mcy of mral hostels

There are 28 hostels 18 for boys and 10 for gnls functioning for the benefit

of SC students in Puducherry, Karaikal and Yanam regions. Against the

construction of lmstel ‘

building.and the other two with a total strength of 160 functioning in rented
-bu1ld1ngs in Karaikal.

The Department took up the construction of two

‘hostels during 2004-05 and 2005-06 with a total capacity of 204 to

accommodate the students living in rental buildings. As the total

- occupancy of the three hostels during 2001-06 ranged between 168 and 200,

the existing occupants could be accommodated if one hostel with a capacity
of 104 students was constructed. As such, construction of the other hostel,

- 3,335 in 2006-07.
~-2,172in2001-02, 2,272 in 2002- 03 2 452 in 2003 04, 2, 552 in 2004- 05, 2,536
~ in 2005-06 and 2,387 in'2006-07 )

| 2,835 upto 2002 03 and 2, 875 durmg 2003-04, 3 015 in 2004 05 and 2005-06 and
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at a cost of Rs 1.42 crore was not Justlﬁed Thxs hostel is located in rural
area and has low occupancy.

The Dlrector contended (August 2007) that the hostel was constructed to
increase the literacy rate among rural women in future. The construction
was, however, not justified in view of poor occupancy.

3.2.7.6 Maintenance of hostels

The expenditure on maintenance of hostels is fully met from UT funds. The
expenditure included purchase of diet and non-diet articles, dress materials,
library books, beddings, etc. The following discrepancies are noticed: .

' Government ordered (October 2002) the purchase of groceri'es'by hostels in

Puducherry region restricting the price to the sale price of the Pondicherry

Wholesale Societies (Amudhasurabhi). However, while issuing sanction for

hostels in Karaikal region (November 2002), the price was ordered to be
restricted to the sale price of Karaikal Co-operative Wholesale Stores or the
prevailing market rates published by the Department of Statistics and
Evaluation (DSE) from time to time. The hostels in Puducherry are
purchasing groceries at the retail rates fixed by Amudhasurabhi which was
higher than the rates prescribed by the DSE. Incidentally, it was noticed

_that the Education Department purchased groceries for the mid-day meals

scheme at the rates compiled by DSE only. Failure to restrict the purchase
price to the prevailing rates published by the DSE resulted in an excess

. expenditure of Rs 7.89 lakh on six items purchased in five hostels in

Puducherry during 2003-07.

- The Director stated (August 200‘.7) that Govémment'apprdved the uniform

rate of Amudhasurabhi as groceries were purchased from different sources.
This contention is not tenable as orders issued for Karaikal region restricted

“the purchase price to rates prescribed by DSE.

The suppliers of diet and non-diet articles did not issue delivery challans
along with the supply but raised invoices belatedly which was admitted by
the Department. Consequently, there was no basis for making entry in the
stock register for these receipts and there were many corrections in the stock
registers. The stock verifier, during physical verification, reported excess
and shortage in quantities. Though the excesses noticed in physical
verification were accounted for, no action was taken on shortages. In the
absence of purchase rates in the stock register, the value of shortages could
not be ascertained by Audit. This indicated poor maintenance of stores. .
The Director informed audit (August 2007) that instructions were issued to
wardens not to accept items without delivery challans ‘

" Toi 1mprove the readmg habits of inmates, the Department purchascd 4,664 -
“books between 1998-99 and 2005-06. These books were not issued to the

hostels (August 2007). The Assistant Director, Karaikal stated (September
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2007) that the. books were not dlstrlbuted due to shortage of manpower andA
‘workload of welfare ofﬁcers v :

3.2.8 Empact anaEySis '

‘Trends-of various educational indieatOrs, percentage_of pass in the X and

X1I class examinations, percentage of SC students taking up post=matric and

_' higher education and number of students who wrote civil services and other

professmna‘ entrance examinations are the basic parameters to assess the
impact of various schemes. 1rnplemented for the development of SCs.

3.2.8.1 Educatﬁomal indicators

- Educational indicators like Literacy rate, Gross enrolment ratio, Gross drop

out rate and Gender parity index with reference to SC community would
give the extent of progress made in educatlonal development of SCs

theracy rate

-~ The hteracy ra,te computed by d1v1dmg total hterate persons by total
‘population is being determined during census conducted every decade. The
literacy rate of general and SC population which was'78.20 and 56.26 per -

cent in 1991 increased to 81.23 and 69.10 per cent in 2001. Though the
growth rate of literacy among SC is more, there was still a large gap to be
bridged. In the absence of data on literacy after 2001, the impact of the

vschemes in mcreasmg the hteracy durmg 2001- 07, could not be evaluated.

Gross enrolment ratw -

Gross Enrolment Ratio (GER) is the percentage of the enrolment in various
classes to the estimated child population in the age relevant to the class. The -
GER of SC students, computed by Education Department, indicated
achievement of more than 100 per cent enrolment in class I to X. The GER

of more than 100 per cent. was due to enrolment of SC students of
v neighbouring States in the UT schools.

The GER in ngher Secondary Schoo]l leve]!. declmed steep]l.y from 52.65 in _
2001-02 to 41.52 in 2004- 05!, The Department hadl not analysed the

‘reasons for taking correctlve measures.

Gmss Drop Out Rate

Gross dropout rate represents the percentage of students who drop out from
a given grade or cycle or level of education in-a given cycle/school year.

" GER for 2005-06 and 2006;07-no£ compiled - -
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bThe drop out rate of SC. students as compued by the Statistical wing of

Education Department during the years 2001-02 and 2002- 03" and that

complled by Sarva Shiksha Abhlyan (SSA) for 2005 0616 are as follows:

(in per cenft)

' Year -Prxmnry stage (Class I to V) Middle stage (Class VI to VIII)
Boys Girls . Total Boys Girls Total
2001-02 2.53 2,03 229 12.15 15.50 13.81
2002-03 2.50- | 2.08 227 12.18 . 15.45 13.80
2005-06 3.21 2.66 2.92 532 - 4.07 4.68

The dropout rates of SC students in primary stage had gone up and the
dropout rate of SC students in the middle stage was comparatively higher
than that of primary stage. The Director atiributed (November 2007) the
higher drop out rate to the poor socio-economic status of the SC families in

rural and remote villages and stated that action had been initiated to extend

scholarship to all the SC students irrespective of parental annual income to
provide economic support and reduce the drop out rate.

Gender Parity Index

Gender Parity index is calculated by dividing girls’ Gross Enrolment Ratio

by boys’ Gross Enrolment Ratio of a given level of education. It measures -

progress towards Gender equity in educatlon

The details showing Gender panty index of SC students in primary and

middle stages during 2001-02 to 2005-06 are as below:

Year Primary . Middle
2001-02 - 1.01 094
2002-03 1.02 093
2003-04 .. 098 0.96
2004-05 102 0.95
2005-06 0.90 0.91 -

The gender‘disparity at middle stage had not shown :any improvement even
-after implementing specific schemes for girls by the UT Government.

Though there was gender parity in primary stage, the number of girl
students studying in middle school was relatively low. The Director
accepted (November 2007). that gender parity had not increased even after

enhancement of scholarships for SC girl students from Rs 500 to Rs 3,000

durmg 2002-07.
3.2.8.2 Retention percentage

This survey was conducted only for the year 2005-06 by SSA which
revealed that 85 per cent of students studying in middle level completed the

- study and 10 per cent are retained in the same class. Against this, the

15 The rate was not compiled after 2002-03

16 The rate for.2006-07 was under compilation
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completion and retention percentage of 'SC students were 78 and 17.
respectively. This indicates that the SC students could not fare well. The

- survey for the year 2006-07 was being conducted. The State Project Director
stated (September 2007) that special coaching and night classes are being

conducted for slow leamers among SC students. -

" The Director attributed (November 2007) high retention percentage to the-
‘poor family conditions in rural and remote areas and promised to implement
‘the spec1al coaching scheme by 1nduct1ng evening class tutors

‘The pass percentage of general and SC students in Class X and Class XII are

given below

: e (mpercent)
o Pass in Class X' ' Pass in Class X1
Year — : S -
General* | - SC - |  Gap | General* sC Gap
200102 | 67 | 57 | 10 87 76 |1
l200203 | 7 | e | 8 | 7. 51 20
200304 | 76 | 61 | 15 | 73| 57 | 16
200405 | 75 | 59 | 16 | 72 55 17
200506 | 73|56 | 17| 74 | 5 | 18
200607 | .8 | "63  |. 20 | 8 68 15

* other than SC

The perforrhahce of SC'stﬁdents'whe_h compared to the pe‘rforrhance'of non-
SC students was' poor during 2001-07. Implementing the special coaching
scheme of GOI could have helped to improve the performance of SC

" ‘students.’ The Dlrector accepted (November 2007) the audlt observation. -
o 1 3.2.8. 3 Admnsssons to pmfessuonal com'se '

- The adm1s310ns for professmnal cOurses run by private (Govemnient' Seats)

and Government “institutions are done by the Centralised Admission

_Committee (CENTAC). The seats reserved for SCs and that actually ﬁlled

up durmg 2002-07 are glven below

'| - - Biology based Courses Engineering Others
Year. | ¢ Resel'ved- _ Filled up | Reserved | Filled up | Reserved | Filled up
| 200203 |- 31 | 34 | 13 | o8| - -
200304 | 31 | 34 | 113. | 88 -
| 2004-05" | 26 | 28 - | 172 8t 12 5
2005-06 | 46 | - 49 |- 188 - | 106 12 15
200607 | 60 | 57 | 198 148 1 6
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The unfilled seats in Engineering courses were dereserved and converted
into general category for want of SC students. The percentage of
reservation was based on the origin'” as well as migrant SCs living in the
UT as of 2001, the children of migrant SCs were, however, considered only
under general category on the ground that the High Court had directed to fill
up the reserved vacancies under Government employment only with SCs of
Puducherry origin. Even this order was set aside by the Supreme Court of
India in February 2005 but the UT Government continued to adopt the same
reservation policy. Consequently, migrant SC students were not considered
for reserved seats thereby reducing the proportion of SC students in
professional courses. The Director accepted (November 2007) the audit
observation and assured to take up the matter of admission of migrant SCs
against the reserved seats for SCs and to arrange for extra coaching to SC
students to get through the entrance examination for professional courses.

3.2.8.4 Performance in competitive examination

The Department did not implement the central scheme for providing pre-
examination coaching to SC students for improving their representation and
standard of performance in various competitive examinations. However,
coaching for 10 SC students who took up civil service examination we:e
given by PADCO during 2002-05 but none passed the examination.
Pondicherry University Community College gave trdining to 136 students
during 2005-07 for civil services and professional course entrance
examinations. The percentage of success was not available.

3.2.9 Monitoring

The staff of internal audit wing were allocated accounts work and the stock
verifier conducts inspections of hostels. During 2001-06, 28 inspections
were carried out in 23 hostels. No Inspection was conducted during
2006-07. None of the inspection report was closed for want of follow up
action by the welfare officers. The reports mainly contained physical
verification of various stocks, large quantity of excess and shortages.
Despite this, the Deputy Director reported to audit that there was no adverse
remarks and the hostels were running smoothly. This contradicts the
Director’s report to Government on receipt of lesser quantity of groceries.

The Department implements all schemes through educational institutions
which are under the control of Education Department. The Department had
not prescribed any periodical reports on number of SC students studying in
each institution, number of beneficiaries under each’scheme and monthly
returns of distribution of benefits to the students etc., to monitor the
implementation of the schemes. No norms for conducting inspections of
hostels were prescribed. The Director assured that monitoring and

" Based on the residential status of the applicant’s father on the crucial date i.e.

5 March 1964
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evaluation of the schemes: would be done w1th the assistance of Planmng
- officer posted recently. Thus, the momtormg system needed strengthening.

3. 2 E@ Cencluswn

There was no system to ensure the extensmn of the benefits of the schemes
to all eligible students. Hostel facilities were not based on requirement.

. The Department failed to evaluate the impact of the schemes lmplemented
- Internal audit and momtormg of schemes was weak.

B Rewmmehdatmns :

> Recelpt of acqulttance in proof of disbursement should be watched.

> Survey .sho;uld be 'conducted to ,1d,_ent1fy -eligible beneﬁcxanes and
records computerised to process claims for assistance.

» _Merging of hbstels having'poor. occupancy should be explored; :

» The educat10na1 1nd1cators relating to SC students of UT should be
‘ complled by the Department -

> Evaluation of exnstmg schemes should be taken up

» Internal audnt on’ lmplementatlon of the schemes should be
: vconducted :

Above points were referred to Grovernmeht in June 2007; reply had not been

- received (January 2008).
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3.3.1 Introduction

The Government Automobile Workshop (GAW), Puducherry, is responsible
for supply of Petrol, Diesel and Lubricants (POL) to all State and Central
Government Departments and Autonomous Bodies situated in Puducherry.

The charges of POL supplied based on the indents are recovered at cost in
respect of Puducherry Government Departments and the supply to others
includes applicable Pondicherry General Sales Tax (PGST). The
maintenance and repairs of all Government vehicles is also undertaken by
GAW and the costs recovered from the user departments.

GAW has a computerised billing system for the supply of fuel and for
expenditure incurred on the repair of the Government vehicles. The
application was developed in-house using Fox-base in Novel Netware
Environment and was being used from June 1988. The data entry was done
in a Batch Process and reports (Bills) generated periodically.

The Data relating to the issue of POL and maintenance and repairs of
vehicles for the period from 1999-2000 to 2006-07 were analysed using
Computer Aided Audit Techniques. The data of the Transport Department
of Puducherry was compared with the database available in GAW to
ascertain whether the input controls were in-built in the software and the
required business rules have been mapped in the software etc.

Audit fimﬂﬁngs '

The application software was developed and maintained by a Data Entry

Operator. 'The documentation and the source code of this application

software was.not available with the Department. The Department continued

to depend on an individual to maintain the system. The in-house developed

application software has not been tested. The Data analysis revealed the -
followmg deficiencies: :

3.3.2 Issue of PGL to pnva‘te vehicles

a) - The database of Government vehicles was not maintained in the
system and no effort has been taken to collect such information from the
Transport Department. In the absence of the data base of vehicles, the
vehicle numbers were captured at the time of issue of POL, demands were
issued based on these vehicle numbers and the user departments reimbursed
the cost without verifying the correctness of the vehicle numbers. A
comparison of data available with GAW and Regional Transport Office,
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| - Puducherry with reference to. the ownership of vehicles revealed that POL
- costing Rs 9.32 lakh had been supplied to 497 vehicles not registered in the

name of the Government departments/autonomous bodies. The original
- indents for the period prior to April 2005 could not be verified as the same
had been destroyed. . -

b) POL' was also supplied to privat_e vehicles hired by Police
- Department and some of the vehicles were even not registered within the

- State of Puducherry.-

- GAW replied that fuel had been supplied only to Government Departments
and the vehicle numbers were incorrectly fed. Further, it furnished the
registration numbers in respect of 497 vehicles. The reply of the GAW
corroborated the lack of input controls at the time of data entry. An analysis
of the vehicleé numbers furnished revealed that in 26 cases, GAW accepted
the supply of POL to private vehicles and did not reply in respect of seven

- vehicles. Thus, the absence of the database on Government vehicles to

- ensure validation before issue of POL to -vehicles of Government
: Departments only, contmued to exist.

3.3, 3 Issue of POL without mdcnrs/dupﬁacare mdems

“The POL was to be supplied based on the indents issued by the various
departments. The indent books supplied to user departments have been
serially numbered It was noticed that

g a) ~ same rndent numbers were captured repeatedly during the
period of audit. The system did not have any in built control
to identify the data entry of the same indent number on more

. than one occasion and aHowed capture of duplicate indent
~ numbers. - :

b) system. also allowed the issue of POL without any indent. It

- - was seen that POL was supphed in 51 cases without
capturing the indent numbers and subsequenﬂy demands
were: also raised and pard

‘The GAW accepted the capturmg of. duplrcate indent numbers andl stated
that the petrol was supplied without indents based on the request by the
Deputy Dlrector (Immunization) in respect. of vehicles hired for
immunization drive and cost of petrol was also reimbursed. Acceptance of
entry of duplicate indents and issue of POL without indents indicated that
the input controls were not in-built into the system and conrrnued to pose the
risk of unauthorised issue of POL.

 33.4 Tssue of POL without Saﬂes Tax

"The cost of POL. suppi-ied to Central Government Departments and ‘
Autonomous Bodies was to be recovered along with PGST. at 12% on the
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cost of fuel. The Central Government departments/Autonomous Bodies
which are liable to pay PGST were identified through a flag in the system.
Due to lack of input controls, the flag was not entered in respect of 20
departments leading to non-recovery of PGST amounting to Rs 2.04 lakh.

The GAW acceptea and raised supplementary bills amounting to
Rs 1.89 lakh from 14 departments so far at the instance of audit.

3.3.5 Issue of both petrol and diesel for same vehicle

Absence of a data base on vehicles that could ensure validation on the type
of fuel to be used by the vehicles led to supply of both petrol and diesel to
the same vehicle in respect of 179 numbers of vehicles.

GAW in its reply stated that certain vehicles like the fire tender required
both types of fuel. But in certain other cases, it was stated that petrol was
drawn for other maintenance works by the departments using the indents
issued for diesel vehicles. However, in most of the cases, the department
had not furnished any reply. The reply is not acceptable as the absence of
data base ensuring validation on the fuel use posed the risk of irregular issue
of POL.

3.3.6 Issue of POL for vehicles under maintenance

The POL required for the vehicles under repair/maintenance at the
workshop was to be issued and accounted through the Works Bill and not to
be issued through indents. However, it was seen that in 6,701 cases, POL
costing Rs. 37.65 lakh was supplied to vehicles which were under
repair/maintenance in the workshop against indents received from the
departments. GAW replied that a job card was generated even for minor
repairs and in such cases, the vehicles would not be detained at the
workshop. The reply was not acceptable as it was noticed that fuel had been
supplied even in cases of major repair works which required detention at the
Workshop.

3.3.7 Conclusion

The software developed in-house to cater the needs of the department in
accounting the supply of POL was deficient in input controls. Absence of a
master data base for different vehicles resulted in data entry of incorrect
vehicle numbers, supply of fuel to private vehicles, supply of fuel without
indents, supply of different types of fuel to the same vehicle etc. These
deficiencies made the system and database unreliable and posed the risk of
irregular supply of POL to the vehicles. In the absence of documentation
and continued dependence on the developer, the business continuity of the
system could not be ensured.

Above points were referred to Government in August 2007; reply had not
been received (January 2008).
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This chapter presents the results of the audit of transactions of the Departments
of the Government, their ﬁeld formations as well as that of autonomous bodies.
The instances of lapses in the management of resources and failures in the
observance of the norms of regularity, propriety and economy have been
presented in the succeeding paragraphs under broad headings. ’

Failure of the Women and Child Development Department to use the .
-rice supplied by Government of India at lesser cost for the scheme of
| supplying 10 kg of rice free of cost to all ration card holders resulted im

avondable additional expeudﬂture oﬁ‘ Rs l]l Zl crore.

Government of India (GOI) allots rice at the central issue prlce as may be
’ specrﬁed from time to time to Union Territory (UT) Government for issue to
~ Below Poverty Line families under ‘Targeted Public Distribution System’
(TPDS). GOI also supplies rice to UT Government at higher rates for issue
to Above Poverty Line families. The distribution price of rice to the public
is, however, left to the UT Govemment and the subsidy involved in
distribution at a lesser price than the procurement price has to be met by the
UT Government. :

.Paragraph 4.4 of the Report of the Comptroller and Audltor General of lndla

- for the year ended 31 March 2004, had commented upon the Civil Supplies

and Consumer Affairs (CS&CA) Department for not lifting the entire -

~_ quantity of rice allotted by GOI under TPDS and Education, Adi-dravidar

and Fisheries departments fa111ng to utilise unlifted quantity of rice for
distribution under various welfare schemes, resultmg in avoidable addrtlonal
expend1ture to the Government. :

The UT Government launched a new scheme of supplying 10 kg of rice free
~of cost to all ration card holders from July 2006. The Director, Women and
Child Development (W&CD) Department, who was to implement the
scheme, ascertained (May 2006) the availability of rice from the allocation
* of rice under TPDS by GOI for implementing the scheme. Though sufficient

ot ' Central issue prnces were Rs 5,650 per Metric Tonne for Below Poverty Line and
' Rs 8,300 per Metric Tonne for Above Poverty Line categorles during July 2006 to
March 2007
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quantity of rice was available, it was decided (July 2006) to procure rice |

from open market for the scheme on grounds of quality. The scheme was
1mplemented t111 March 2007 and then discontinued. -

Audit scrutiny revealed that.CS&CA Department lifted only 7,065 Metric
. Tonne (MT) of rice against GOI allotment of 52,173 MT during July 2006
to March 2007 under TPDS whereas W&CD Department purchased 26,927
MT of rice from open market at higher cost for implementing the scheme. -

The failure of W&CD Department to use the ﬁce supplied by GOI at a

lower cost resulted in avoidable additional expenditure of Rs 11.21 crore to
Government. '

The Director, W&CD Department attributed the purchase of rice from open
market to the decision of the Government to supply quality rice to public
which would also benefit the farming community in the Union Territory.
This contention is not tenable as GOI releases rice under TPDS only if it
meets the requlred standards and the UT Government also ensures the
quality of rice before lifting it from GOI. Besides, the rice was purchased
.from millers and not. directly from the farming community. Thus, the
decision to purchase rice from open market for the scheme only increased
- the cost to Government.

: The matter was referred to Govemment in July 200’7 the reply had not been
received (J anuary 2008). -

EDUCATION DEPARTMENT

P@NDICHERRY INSTIT UTE OF POST MA TRIC TECHNICAL
EDUCA TION-

Failure to collect tmtmm fees from the students of Government aided
polytechmnics resuﬂted in an additional expendmnre of Rs 1.65 crore to
Government.

Of the five Polytechnics in the Union Territory (UT) of Puducherry, four are
being administered by Pondicherry Institute of Post Matric Technical
Education (PIPMATE), a society registered under Societies Regulation Act.
The expenses .of PIPMATE are met out of grants released by Education

Department. The rules and regulations of PIPMATE empowered the

“ governing body to prescribe the fees to be collected from the students. The
governing body, however, resolved (May 1989) to adopt the application and
prospectus of Government Polytechnic for the four polytechnics under their
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~ control. As Govemment stopped the col]lec’uon of tultron fees from the
~ studénts of Government polytechnic from the academlc year 1998-99,
tuition fees was not collected by PIPM[ATE

The Lreutenant Governor the admrnrstrator of the UT, observed (July 2000)
that institutes of hrgher education run by the societies should generate
revenue to make them self-sustaining. As receipts of PIPMATE did not -
cover even one per cent of its annual expenditure of nearly Rs 3.50 crore
~and all other professional colleges run by other societies in the UT were
. collecting tuition fees, the governing body of PIPMATE (December 2000)
~ and the finance committee (March 2001) resolved to collect tuition fees
from the students of polytechrics under their control and sent (May 2001)

- proposals to Government through Director of Collegiate Technical

~ Education (DCTE). Government deferred the decision for the academlc'
years 2001- 02 and 2002- 03 '

P][PMATE again submltted the proposal in January 2003 to collect annual = .
- fees of Rs 3,600 from first year students from 2003-04 and Rs 2,570 from
* second and third year students from.2004-05 and 2005-06 respectrvelly -

" Though the Secretary to. Government (Education) justified the charging of -

tuition fees from the students of PIPMATE, the Minister for Education and
Chief Minister recommended keepmg the proposal in abeyance. When this
recommendation was forwarded to the then Lieutenant Governor for
approval, he observed (March 2003) that the students of PIPMATE should
also pay tuition fees as such fees were being collected from students of other

B professronal courses run by other’ societies in the UT and suggested giving

: scho]larshrps or other subsidies to poor and meritorious students. After
~ discussion with the Chief Mmrster and ‘Minister for Education, the file was
" returned by the Secretary to  Government to Deputy Secretary to
Government in April 2004 with directions to take action before the next
- academic. year in consultation with DCTE and Finance Department. The
file was, however, retu:med to DCTE only in June 2005 and no further
action. was taken. - .

When the non=collectron of tuition fees ‘even after the resolution of the
- . Governing. body, was pointed ‘out’ by Audit, the ‘Member ~ Secretary,
- PIPMATE contended (October 2007) that the tuition fees were not collected
~ due to non-receipt of orders from Government. He also said that
Government proposed to extend free education, which was applicable to
Higher Secondary Education, ‘to higher educatron from 2007 08 These
contentrons are not tenable as _

- » the governmg body of PIPMATE is empowered to have 1ts own fee

structure and the resolution of December 2000 to have its own fee

_ structure nullified their’ carlier resolution (May 1989) to have

- uniform fee structure. ‘Hence, orders of Government were not-
necessary S “ :
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P though the Government approved the fee structure in Aprll 2004,
~ orders were not communicated to PIPMATE resulting in non-
- collection of turtlon fees from the academic year 2004-05.

P pohcy decision announced by Government will have only

prospective effect. As Government continued to collect tuition fees

from students of other professional colleges, the policy decrslon was

not 1mplemented even durlng 2007~ 08

~ Non-collection of tuition fees approved by Government from 2004-05 to
- 2007-08 deprived PIPMATE of a revenue of Rs 1.65 crore? and resulted in
- additional expenditure to Govemment to that extent. : :

The matter was referred to Government in August 2007; the reply had not
~ been received (January 2008) ' :

REWNUE AND DISASTER MANA GEMENT DEPARTMENT |

' Non-adherence to gurdeﬂmes issued by Government to determme the
fair market value for lands acquired for the mew Collectorate at
Karankai resndted in excess expendrture of Rs 1.60 crore.

The Government of Puducherry issued (F ebruary 1989) comprehensrve
instructions for the guidance of departments as well as the Land Acquisition
Officer (LAO) detailing procedures to be followed while implementing the
Land Acquisition Act, consequent to its amendment in 1984 and various
judgements of High Court and Supreme Court on matters relating to land
- acquisition. The guidelines, inter alia, provide for assessing the value of the
land under acquisition based on the sales effected in the area during the year

prior to the date of notification under Section 4(1) of the Act. It also

provides for diminishing 20 to 33 '13 per cent of the assessed value towards
improvement and amenities if vast land is acquired for urban purposes. The

assessed value was to be then compared with the guideline value of the -

Registration Department and higher value adopted as fair market value of
~ the land under acquisition. The Act provides for calculating' the
_compensation payable to landowners by increasing the market value by 12
per cent towards additional market value from the date of notification under
Section 4(1) of the Act to the date of award and by 30 per cent towards
solatium for compensating future earnmgs :

While acquiring 14.32 hectares of land in Kararkal for construction of the
new collectorate‘ the LAO assessed the value of land at Rs 40,433 per

2 : Ba?sed‘ on fees proposed by PIPMATE in January 2003
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Are As the land, based on whlch the value was assessed, was located in

the area proposed for acquisition,-the LAO felt that the land owner would

- Jose con51derably if the deduction was made from his purchase value as per

“guideline issued -by the- Government. -The LAO, therefore, arrived at the

compensation treating this assessed value as fair market value of land under

- . acquisition. The award was passed in June 2007 and compensation was
- being pald to the land owners as per the award (July 2007) at the rate of
' R356028perAre R : : , _

The contention of the LAO is not tenable as

> -The entire land “under acqulsmon is in low lymg area
requiring 1mprovement

» The guxdehne value of land under acqu131t1on ranged between
- Rs 25, 000 andRs 30,000 per Are = -

> ‘.'4 Flﬁy two -out of 63 sales - considered by the LAO for.
‘ . assessmg value were below Rs 32,000 per Are ‘

> The land owner wquld no‘tv lose as the-assessed value was to
" be increased by .30 per cent towards solatium while
calculating .compensation; besides, increase in cost after the
“date of notification under Section 4 (1) is also compensated

by way of addltnonal market value

By allow-ing_the _rmmmum deductlon of 20 per cent over assessed value,
cOmpensation payable for the land Wbrked outto Rs 44 822 per Are.

The actlon of the LAO in havmg assessed the fair market price without
dlmlmshmg assessed value as stlpulated in the guldehnes resulted in excess
) expendrture of Rs L. 60 crore -

The matter was referred to Government in August 2007; reply had not been
recelved {d anuary 2008)

3 100-Ares =1 hectare -
40 (Rs’56,028 - RS 44,822) X 1 432 Ares
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PUBLIC WORKS DEPARTMENT

Avoidable delay in preparation of design details resulted in cancellation
of the contract and in an additional liability of Rs 1.53 crore.

The work of construction of indoor stadium at Keezhaveli, Karaikal was
awarded to a contractor for Rs 5.11 crore on 1 March 2006. The work was
to commence on 1 March 2006 and was to be completed within a year. The
contract contemplated closure by either party if the work could not be
commenced within 1/8" of the stipulated time for completion of work
(45 days) due to reasons not within the control of the contractor. Scrutiny of
the records relating to the execution of the work revealed the following:

After issuing the work order to the contractor, the Executive Engineer,
Buildings and Roads Division, Karaikal (EE, Karaikal) requested
(9 March 2006) the Executive Engineer (Designs) and Architect, Public
Works Department (PWD), Puducherry to forward the design details and
detailed drawing respectively. The EE (Designs) advised (13 March 2006)
the EE, Karaikal to conduct fresh soil test as the test already conducted did
not relate to the site of the work. Further, the copy of the preliminary
estimate called for by the Architect (31 March 2006) for the preparation of
working/detail drawings was sent by the EE, Karaikal only on 25 April
2006. The structural design/drawings for the pile, pile caps, columns and
grade beams could only be finalised and sent to EE, Karaikal on 19 May
2006 due to delay in providing papers to EE (Designs). The drawings were
handed over to the contractor on 23 May 2006.

The contractor withdrew (26 May 2006) from the contract citing delay in
handing over the site and design details and increase in the cost of
construction material. When the EE, Karaikal issued (July 2006) a show
cause notice to the contractor for breach of contract the contractor filed a
writ petition in High Court demanding refund of performance guarantee
(PG) and earnest money deposit (EMD). The High Court attributed the
delay to the Department and directed (November 2006) to refund the EMD
and PG to the contractor. The work was awarded at a negotiated rate of
Rs 6.64 crore on 28 March 2007 with a completion period of one year. The
work was under progress and the Department spent Rs 2.14 crore as of
November 2007.

Thus, the avoidable delay in the preparation of the design details/drawings
resulted in an additional liability of Rs 1.53 crore (Rs 6.64 crore —
Rs 5.11 crore) apart from delay in construction of indoor stadium.

The matter was referred to Government in June 2007. Government
contended (October 2007) that the design details were finalised on

72




Chapter I V Audtt of Transacttons ,

24 April 2006 This contentlon was not tenable as the dhrawmgs were sent
only on 25 April 2006 for ﬁnahsmg the design. The design were sent to the
EE only on 19 May 2006 and glven to the contractor on 23 May 2006. The
reasons for thls delay Were not glven by Government

Failure of the Chief Engmeer in submittimg itl’me sanctioned esttnma%te-
resulted in delay of financial samction by Government amd e@nseqvmem :
avoidable extra liability of Rs 1.45 crore on a road work. '

- -Based on the detailed esti‘mate approved by the Chief Engineer (CE), for
Rs 2.83 crore the Government of Puducherry sought (July 2005) approval
-of Government of India (GOI) for the work of ¢ Improvement of Road RC 17
from Murungapakkam to Villianur’ under Central Road Fund. Considering
the urgency of work, the CE ordered (September 2005) i issue of tender. GOI

~ while according the administrative approval for Rs 2.88 crore (October

. 2005) stlpulated that the work would be deleted from the programme if

financial sanction by Govemment of Puducherry and technical sanction by

the competent authority were not accorded within four months from the date

of administrative approval. The sanction also stipulated that any excess

expenditure beyond 10 per cent of sanctioned amount should be met from
the resources of the Umon Territory (UT) Govemment

The CE whﬂe approachmg the Grovemment for ﬁnancnal sanction (October
2005) failed to enclose the sanctioned estimate for Rs 2.88 crore. Even
when the Finance Department called for (November 2005) the approved
estimates, the Superintending Engineer — I (SE-I) submitted it only on
18 January 2006 and the proposal was resubmitted to Finance Department
- on 2 February 2006. The financial sanction was issued on 24 February 2006,
17 days after the expiry of four months from the date of administrative
approval by the GOI. In’'the meantime, the SE. processed the tender and
recommended the lowest tender of Rs 3.11 crore. As the time:limit
- stipulated by GOI for financial sanction expired, the CE could not finalise
the tender. The CE sought (March 2006) extension of time limit from GOI
~and “on receipt of clarification (May 2006) accorded technical sanction
(June 2006) and called for fresh tenders as the lowest tenderer refused to
extend the validity pernod : :

In the second call, the work was awarded for Rs 4.56 crore to the same
~ contractor (October 2006). Due to tender excess, the CE revised the
estimate to Rs 4.77 crore and obtained (December 2006) approval of
Govemment for meeting the dnfference of Rs 1.61 crore from the funds

3 . Rs 4.77 crore — Rs 3.16. crore (10 per cent abo__ve GOl sanction of.Rs 2.88 Crore)
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allotted for creation of infrastructure facilities in Tsunami affected areas by
GOI. The work was under progress and the Department spent Rs 27.61 lakh
as of October 2007.

The failure of the CE in not having submitted the approved estimates at the
first instance itself and the belated submission of estimates to Government
delayed the financial sanction and withdrawal of lowest offer of Rs 3.11
- crore. Consequently, the work was awarded for Rs 4.56 crore resulting in
an avoidable extra- hablhty of Rs 1.45 crore. Besides, contrary to GOI

orders, the excess over 10 per cent of sanctioned amount was also met from

GOI funds indirectly.

The matter was referred to Government in ) June 2007. Government accepted
(October 2007) the facts but failed to give reasons for belated submission of
estimate which led to avoidable delay in giving financial sanction which
resulted in extra liability of Rs 1.45 crore.

Non-adoption of pile foundation basetﬂ on soil test in the techmically
sanctioned estimate resulted im cancellation of contract and executn@n of
the work at higher cost by Rs 22.30 Ea}kﬁn ' :

To provnde comfortable accommodation for the large number of pilgrims to
the Dharbaranyeswara Swamy temple at Thirunallar, Government approved
(March 2001) the construction of a Yatri Niwas for Rs 60 lakh. The
Consultant engaged for conducting soil tests recommended laying of a pile
- foundation, however, the Executive Engineer, Buildings and Roads

Division, Karaikal prepared detalled estimates - (January 2003) adopting

open foundation for Rs 57.11 lakh®, ignoring consultant’s report. The
Superintending Engineer-I (SE-I) accorded_ technical sanction (January
2003). . The work was awarded  (July 2003) to the lowest tenderer for

‘Rs 56.37 lakh. Audit noted that pile foundation was adopted for the

~ compound wa]l]l of Yatri Niwas. .

Although vthe site was ready for handing over in December 2003, yet it was

‘not handed over to the contractor till January 2004 as the Department

- contemplated change of foundation from open to pile as the second soil test

- conducted also confirmed the necessity of pile foundation. Consequently,
~the contractor demanded rates based on PSR 2003-04 and market rate for

pile foundation. The SE-], instead of entrusting the pile foundation work as
substituted - work, ordered (May 2004) the cancellation of contract on the

grounds of change in the foundation. As the revised cost adopting pile

6. Pondicherry Schedule of Rates (PSR)'2002'-03 was adopted
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S foundatron would exceed Government sanctron SE I[ ordered (October g
s 2004) re éndering based on the. ongma]l estimate of Rs 57 11 lakh wrth open

" foundation. - The work was. awarded (Septetnber 2005) for Rs 70.91 lakh. ~ -
.~ . Meanwhile; a revised estimate was prepared.(April: 2005) forRs 1.29 crore. |
"+ adoptingpile foundation and Government: approved it in-August:2006; ‘In

-, the meantime, the-Chief ]Bngrneer sanctioned: (Febrnary 2006) market rate
. for pile. foundatron treatrng it as substrtuted item. The work was completed

‘was not 'ettled (November 2007)

':]Had the» SE allowed the ﬁrst contractor to- execute the pr]le foundatron as a
:snbstltuted‘ item -as- was: done for- the second contractor addrt1onal lrabrhty .
~_,est1mated at. Rs 22_30 _la.kh7 could have been avorded : e e

,?"'I[he : matter ‘was re,erred to’ Government n ;}Ju]ly 2007 Government

‘~fore=closed as the site. could not’ be handed,_ )

R vf’lSepternber 2005." This contentron was hot factna]l as the: Assrstant Engrneer,
"+ reported. (]Febrnary 2004) to. the Executive ]Engrneer that the ‘power line was

o 2003, ’J[‘hus; the ]Department ‘prepared estimates. and “accorded technical
L sanction to ‘the work rgnorrng full facts’ and allso created addrtronal habrlrty» e
_.for the Government RS B C - ‘

* " PUBLIC WORKS AND ELECTRICITY DEPARTMENTS.

L Chapter 1 V Audxt of Transacttons‘r LR

. in July"2007 and Rs-83.61: lakh was: pald to the contractor ’JFhe final blll

“contended (November 2007) that the ‘agreement with the first contractor was.
er to him-due to non-shifting . = -+
of- Hrgh Tension’ (HT) overhead’;hne by the ]E]lectrrcrty Department and the -~ >
"' ‘additional’ expendrture was rnevrtable as the power line was shifted. only in- . o

' shifted by the E]lectrrcrty Department durrng the first ‘week of December -

o Avondabﬁe deﬂny im ﬁ”trr‘nrshrng the ‘eress. sectron of cnrrragewny by the |~~~
7 Public - Worﬂcs Hﬁegpnrtment and- deﬂay in - obtaumng technical samctiom | - -
o) and. taﬁnng up the shifting of; electrical lines by Eﬁectrtcrty Departrnent e
i frcsurﬂted rn nddntronnﬁ exgrendrtarre ot" Rs 2@ 52 Eakh

- ~The work of ‘Conversron of exrstrng two Jlane carrrageway 1nto four lanef

3 8 _}camageway from..- Kanagachettrku]lam 10" “Kalapet® sanctioned - by
- .Government in December 2003 included shrftlng of electrrcal posts and
C :;transformers ‘Though. the proposal for shrftmg the- electrical linés were sent

s ‘to E]lectrrclty Department in December 2003 and the road wrdenrng work f

T e :.;_,Addrtlonal habx]llty has been worked out based on- the drfference between I
* PSR 2003-04 and PSR 2004-05 for. the quantity adopted in- the revised estimates -
for all items of work. except for. pile foundatxon For foundatron the rate of PSR

cond contractor have been adopted

-;.; . 2004 .05. with . tender"excess: of - first contractor and the actual rate grven to the R S
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was entrusted to a contractor in February 2004, the Assistant Engineer of the
executing division sent the cross section of the proposed carriageway to the
Electricity Department only in June 2004. The contractor completed the
road widening work (March 2005) but could not take up the laying of
surface course and other related minor works as the electrical poles had not
been shifted.

The Executive Engineer, Division IV of Electricity Department prepared the
estimate for shifting the electrical lines in July 2004 but had not obtained the
technical sanction as the estimate exceeded the powers of Superintending
Engineer. The estimate was split up into two (high tension and low tension
lines) and technically sanctioned by the Superintending Engineer in June
and August 2005 respectively. To avoid further delay, the Public Works
Department took up the erection of poles in August 2005 but even then the
Electricity Department did not commence the shifting of electrical lines.
Citing escalation in cost of materials, the contractor demanded (March
2006) higher rates for executing balance work. The Department rejected
this plea and the contract was foreclosed (May 2006). The Electricity
Department completed the shifting work in June 2006. The estimate for the
balance work was revised from Rs 29.20 lakh (as per the original contract)
to Rs 47.02 lakh and the work was entrusted (November 2006) to a new
contractor for Rs 49.05 lakh. The work was completed and the contractor
was paid Rs 49.77 lakh (February 2007).

The avoidable delay in providing the cross section of carriageway by the
Public Works Department and delay in obtaining technical sanction and
taking up the shifting work by Electricity Department resulted in foreclosure
of the contract and additional expenditure of Rs 20.52 lakh® in completing
the balance work.

The matter was referred to the Government in July 2007. Government
(Public Works) accepted (October 2007) the facts and contended that it was
not the practice to provide cross section of carriageway for shifting of
electrical poles and on demand from Electricity Department in April 2004,
the details were sent in June 2004. This indicates the poor co-ordination
between the two departments. The reply from Government (Electricity
Department) was not received (January 2008).

Based on the actual quantity of work executed for various items and the difference
in rate between the original contract and actually paid
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| Release of fumnds to ‘Land Purchasing Agency’ without ascertaining the
viability of purchasing agricultural land for distribution to lamdless
rural scheduled caste people resulted im blocking of Rs two crore
outside Government Account. '

To improve the standard of living of landless rural scheduled caste people,
- the Government decided - (M[arch :2005) .to purchase and distribute
agricultural land to them for temporary retention to undertake cultivation.
To avoid the delay in land acquisition, Government nominated Puducherry
~ Agro Service and Industries Corporation Limited (PASIC) as ‘Land

Purchasing Agency’ for implementing the scheme though such activity was
outsxde the Junsdlctnon of this Govemment company.

" Even ,before ascerta_nmng the numbelr of beneﬁcnanes tov be covered and the -

o tmantum of land required for the scheme, the Additional Director of

Agriculture released Rs one crore each in March 2005 and February 2006 as.
Grant-in-aid to PASIC. Through advertisement, PASIC obtained (October
2005) offers for 13 hectares of land from owners at Puducherry and Karaikal
regions. As the sellers were not ready to part with their land at the guideline
value fixed by Registration ‘Department, PASIC reque_sted the - Additional
Director (November 2006) to constitute a Price Fixing Committee. The
proposal to constitute the committee was however returned by the
Lieutenant Governor seeking guidelines to be. followed in fixing the price.
 As the clarifications submitted by the Additional Director were found
‘cumbersome and ambiguous and the Revenue Department contended that
the direct ]purchase of land by PASIC may result in litigation over title to the

property in future, the Secretary to Government, Agriculture Department
~ decided to acquire land through Revenue Department and - ordered
(December 2006) to assess the requirement of land for the scheme. Since the
requirement was found to be 3,000 hectares to cover all beneficiaries, the
Department proposed - (December 2006) to dispense with the purchase of
land by Government. The scheme was modified to provide a maximum
financial assistance of Rs three lakh to selected beneficiaries for purchasing
_ half acre of agricultural land. PASIC kept the money in short-term deposits
and eamed an mterest of Rs 18.25 lakh as of August 2007.

The release of Rs two crore to PASIC without ascertalmng the viability of -
the scheme resulted in blockmg of the amount out51de Government
Account. : :
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- The matter was ‘referred to Government in August 2007. Government

accepted (September 2007) that the amount was released to PASIC even

before the detailed guidelines were framed for implementing the scheme and
stated that the accrued interest of Rs 18.25 lakh earned by PASIC would
also be included while 1mplement1ng the scheme, after obtammg approval of
revised guideline by the Lleutenant Governor

Thus release of funds far in advance of requlrement resulted in blocking of .

Rs two crore with PAS][C

T OWNAND COUNT: R Y PMMWNG DEPART. MENT
P@NDI CHERRY SLUM CLMMNCE BOARD

Failure of the Pondicherry Slum Clearance Board to recover the
subsidy paid to poor persons whe have mot taken up the comstruction
for more than ome year of release of subsidy resulted in unfruitful
expenditure of Rs 1. 40 crore. :

The_ Government of Umon Temtory of Puducherry formulated (December
2003) ‘Pondicherry Perunthalaivar Kamaraj Centenary Housing Scheme to
provide subsidy for construction of houses to people below the poverty line
who do not have their own houses. The scheme was to be implemented by
Pondicherry Slum Clearance Board (Board) in phases- utilising the grant
released by Government though the jurisdiction of the Board was only
clearance of slums and not to assist people below poverty line. The rules
framed for 1mplementmg the scheme provide for release of subsidy in three
instalments® without prescrlbmg any time limit for completion of

construction. The nominated officer is to inspect the site after 15 days of -
release of first instalment and recover the subsidy with mterest from persons

~ who failed to take up construction.

Government targeted 7, 500 poor persons per year dunng 2003-04 and
2004-05 and released Rs 60 crore during January 2004 to December 2004
(Rs 30 crore) and during February 2005 to March 2006 (Rs 30 crore) for
Phase I and Phase II respectively. The details of phase wise selection of
beneficiaries and release of subsidy by the Board are given below:

First instalment of Rs 15,000 on sanction and second and third instalments of
Rs 15,000 and Rs 10,000 on completion of lintel and roof levels respectively
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(N \mmber 011' lbemxeﬁcmnes)

Year- .| beneficiaries | I instalment | . H L
: - v N o instalment. | instalment
"Phasel . °{2003-04 | . 1243 .| 1243 | - 344 -
© 1200405 | 0 6250 0 | 62500 | 6264 | 4,987
1200506 | . 1 1 S 4810 | . 1,289
200607 - |- 6 6 |7 81 339
., | Total - 7| -7500 | 7500 . |. 7,170 6,615
Phase II - - | 2004-05 | 1,011 ©L010 0 0.
L [2005-06 | 6485 6485 | - 6163 | 4,696
200607 . 4 4 .| 5371 1,146
.| Total = _ ,75@@ ] 75@@* b 6,700 | 5,842

The Board released subs1dy of Rs 55 76 crore as of March 2007 '][‘Jhe :
~balance amount of Rs 4.24 crore (Rs 1.38 crore for Phase I and Rs 2.86-
. crore for Phase H) could not be ‘released as 1,130 beneficiaries had not
~ - applied for the second mstalment and 2, 543 beneﬁ01ar1es had not applied for o

- the. thIrd 1nstalment =

Three hundred and thlrty'bénéﬁéiariés who received first instalment mainly

during February 2004 to November 2004 in Phase I and 800 beneficiaries . |

“who received first mstalment ‘mainly. during March 2005 to Ju]ly 2005 in.
Phase II had not taken up construction. . Test check of the inspection reports
of the officers of the: Board revealed that. the beneficiaries either promised to
commence - construction - or reportedl their -inability due to  financial -

o "constramts utilisation. of subsidy for other purposes, etc. When the non-

,recovery of subsidy as provided in the rules was pointed out by Audit (May
.~ 2007), the Board issued legal notices to 679 beneficiaries in Puducherry
. region and got the subsidy refunded from 76 beneficiaries. The Board

- stated (September 2007) that actnon was not initiated as ]prov1ded in the rules

o “as beneficiaries were poor. - The Board also stated that only 935

. beneficiaries (296 in Phase 1 and 639 in Phase 1I)- had not commenced the
construction after initiating of stern action and actlon would be. contmued to
'_ achleve 100 per. cent result. . " :

‘The fallulre of the Board to momtor the utlhsatlon of subsmly paid and take
~ action to recover the subsidy from 935 defaulting beneficiaries resulted in -
- unfruitful expendlture of Rs 1. 40 crore. Besides, TL]he objectlve of prov1dmg -
houses to ﬂaese poor persons was aIlso not achleved L '

E The matter was referredl to Grovemment in July 2007 thc reply had not been
recelved d anuary 2008) ' : , B
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_' AGMCULTURE DEPARTMENT

P@WICHERRY ‘;‘;t K

Rc]iease of Rs 19 30 lakh to Pundncﬁnerry Marﬂ&etmg Cummnttee to
construct storage godown without considering the viability of its
utnﬂnsatueu resuﬁted in guduwn remaining uuutnﬁused fmm April 2004.

, Govemment sanctloned_ (January 2002) the- scheme‘ ‘Short term Toan
“assistance to farmers’ to enable them to pledge their produce at nominal rate
of interest and sell them when the market was favourable thereby preventing
distress sale of agricultural produce. The scheme was to be implemented by
“Pondicherry Marketing Committee (PMC) from its own resources without
any liability to Government. - Government sanct1oned (January 2002)
‘Rs 19.30- lakh under this. scheme for construction of a godown in the
‘premises of regulated sub-market at ‘Madagadipet, Puducherry. - The -
~ construction of godown was completed in April 2004 but PMC cou]ld not o
Jlmplement the scheme for want of funds

. Failure of the Director ?of Agricu]ltwre to consider the financial position of =
. PMC before release of grants-in-aid for construction of godown resulted in -
. idle investment of Rs 19.30-lakh. When pointed out, Joint Director of

~ Agriculture stated (December 2007) that PMC had sought for a grant of |

- Rs one crore as revolvmg ﬁmd for implementing the scheme. -

'The matter was referred 'to Govemment in August 2007 Government

contended (September 2007) that the godown is being utilised by farmers to N

stock their. produce at the time of peak arrivals. Audit scrutiny of the

©  records of PMC, however, revealed that PMC has got storage facilities for
-stocking “agricultural produce arrived during peak season and the new
‘godown was not necessary: for this purpose. As such, the construction of -
- godown for- this scheme without ensuring the availability of funds with

- PMC resulted in blocking.of Rs 19.30 lakh for more than three years.

The Comm1ttee on Pubhc Accounts (]PAC) prescrﬂbed a time limit of three ,
‘months for the Departments for furnishing replies to the audit observations
included in the Audit Reports indicating the corrective/remedial action taken

~ or proposed to be taken by them and submission of Action Taken Notes on
- the recommendations of the PAC by the Departments. The pendency -
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posmon of paragraphs/recommendatlons for Whlch rephes/actlon taken
notes were not received are as follows:

(a) Out of 45 paragraphs/reviews included in the Audit Reports
relating to 2003-04, 2004-05 and 2005-06, Departmental replies were not
received for 37 paragraphs/reviews as of September 2007.

() Government ;Departmen-ts ‘had not taken any action as of
September 2007 on 452 recommendations made by the PAC in respect of
Audit Reports of 1977-78 to 2001-02 (details vide Appendix —4.1). .
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Highﬁighés

, Intemal Control is' an mtegral component of an orgamsatwn S
: 'managemem ‘processes which ‘are. establlshed in -order to provide
- reasonable ‘ assurance. that 0pemtwns are carried out ej}’ectzve@y and .
- effi czentlyg financial reports and operational -data are reliable, and the
- applicable  laws and regulations complied with so as to achieve
.‘\wg«tymswtwnal objectives. - Internationally the best practices in Internal
Control have been given in the_COS@IV fmmework ‘which is a widely -

accepted model for Internal- Commis In Indie, the GOI has prescmbed -
‘comprehensive. instructions. on mamtenance of Internal Control in.
Government departments ﬂzmugh Rule 64 of General Financial Rules, )
v 2005. 4 review of internal control on selected areas of Czw[ Smpplzes and .
- C@nsumer Affazzrs Department has shown ﬂmt ' :

- (Paragraph 5.1.7.1)

(Paragraph 5.1.7.2)

Comm1ttee of Sponsormg Orgamsatlons of the Natlonal Comm1ssnon on Fraudulent
Fmanclal Reportmg or the Treadway Commnssmn
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(Paragraph 5.1.8.1)

5.1.1 Imtroduction

The Department of Civil Supplies and Consumer Affairs is responsible for
enforcement of Essential Commodities Act, 1955 as amended in 1984,
Consumer Protection Act, 1986 and Rules and Orders framed thereunder.
The Department implements public distribution of essential commodities as
envisaged in Public Distribution System (Control) Order 2001 and enforces
the Consumer Protection Act by educating the public of their rights and
redressing their grievances through consumer courts.

5.1.2 Organisational set up

The Department is headed by Director who is assisted by two Deputy
Directors (one each at Puducherry and Karaikal) and by the Regional
Administrators at Mahe and Yanam, with supporting staff. One Assistant
Director and Tahsildar in Puducherry are in charge of administration and
inspection respectively. A Food Cell is functioning under the control of
Superintendent of Police to prevent illegal movement of essential
commodities. A State Commission and a District Forum are functioning in
Puducherry for consumer redressal. The Secretary to Government is the
administrative head of the Department.

5.1.3 Audit objectives

This review of internal control has been conducted to test compliance with
the General Financial Rules (GFRs), Receipts and Payments (R&P) Rules
and related accounting instructions. In addition, the arrangements for
information, communication, monitoring and evaluation including Internal
Audit and Vigilance have been examined. Internal control activities
designed and put into operation for enforcing the management directions
and ensuring achievement of programme objectives have also been
examined.

5.1.4 Audit coverage

The records and registers relating to the period from 2002-07 maintained at
Secretariat, Directorate at Puducherry, Deputy Directorate at Karaikal,
Regional Administrator at Mahe and Yanam and Food Cell were test
checked during March to May 2007,
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Expenditure on food
grains accounted
under wrong major

~ head and separate

sub head for each -

. scheme not opened

Under statement of
subsidy in Finance
Accounts‘_ ' .

Unnecessary
. - provision of funds

" -..under supplementary -

“grant

’ Chapter V 7 Internal Control

5.1.5 Cempﬁmme wnth Generaﬂ Fmamraﬁ Rules and related

ms&mcnmﬁs

S.1.5.1 Nenseomphame of prescribed accounting procedure

R The experrditure on the éctivitie_s_ of procurement, storage and distribution of

food grains and pulses was being recorded under the major head ¢3456-Civil
Supplies’ instead of ‘2408-Food, Storage and Warehousing’. The

" prescribed accounting procedure stipulates accounting of expenditure on

each programme under a minor head and the schemes under the programme

“under separate sub heads. Though ‘Public’ Distribution System’ (PDS) is a
 separate programme with a number of schemes, it was accounted under a

sub head below the minor head ‘001 — Direction and Administration’.
Consequently, the expenditure incurred on various schemes under PDS was
not shown separately in the Government accounts. This resulted in

 diversion of funds provided for one scheme to another under the programme
) thereby vitiating the budgeting system.

The nomenclature of the scheme of free supply of liquified petroleum gas
(LPG) connection to- BPL families, implemented from 2005-06, was

‘wrongly mentioned as ‘Grant of subsrdy to newly wedded couple of BPL
families for gettlng LPG connections’ in the budget.

Pondicherry Agro Products, Food and Civil Supplies Corporation Limited
(PAPSCO) and Yanam Co-operative Stores Limited (YCSL) procure the

" essential commodities from GOI and supply them to Fair Price Shops (FPS)
--at the selling prlce fixed for consumers. As Government fixed a lower price

for supply of rice to. public than the price at which it was procured from
GO, the difference represents the subsidy extended by Government to the

_public.. " The -amount was, however, accounted as grants-in-aid to

PAPSCO/YCSL. This resulted in under statement of sub51dy in the Finance
Accounts.

Government accepted (November 2007) the non-compliance and agreed to
take corrective action in consultation with Finance Department.

5.1.5.2 Budgetary control

Budget provrsron of Rs 3. 40 crore under ‘PDS’ during 2005-06 . ‘was
increased to Rs 7.47 crore by supplementary grant (Rs 3.71 crore) and re-
appropriation (Rs 0.36 crore) and Rs 7.46 crore was spent. The original

- provision included Rs 2.92 crore towards. grants-in-aid to PAPSCO which
- was increased by Rs 3.66 crore through supplementary grant on the ground

that there was more demand for grants-in-aid to PAPSCO. Audit scrutiny

 revealed that the total provision of Rs 6.58 crore towards grants—m-=a1d
_included Rs 2. 28 crore for implementing a new scheme for supply of rice

and sugar at subsidised rates to Above Poverty Line (APL) families.
Though this scheme was not approved by Government, the amount was
released to PAPSCO as advance grants-in-aid in March 2006 to avoid lapse
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of graflt The Director provided Rs 5.13 crore during 2006-07 for this
scheme under PDS and surrendered the amount on the ground of non-
1mp1ementat10n

Government stated (November 2007) that funds for new scheme were
obtained in Revised Estimate of 2005-06 based on the assurance given in the
floor of the Assembly but the new scheme could not be implemented for
want of approval of Government due to non-allotment-of rice by GOI for
this purpose and Assembly elections. Government also accepted that the
amount was released as advance to PAPSCO for implementing the scheme

‘after election and provision of funds for the new scheme during 2006-07

was in anticipation of approval. This indicates that funds were provided for
a new scheme which was not approved by appropriate authorltxes

Though there was a ban on purchase of vehicles, -funds were unnecessarilly
provided (Rs 4.25 lakh to Rs 4.85 lakh) for this purpose during 2002-03 to
2005-06 and were either surrendered or re-appropriated. Government stated

- (November 2007) that the funds were provided with the hope of rJettmg

relaxation whlch was not glven
5.1.5.3 Expendimre control

The differential cost between procurement price and sale price of rice is
released as grants-in-aid to PAPSCO in advance and the adjustment is made
monthly based on actuals. The differential cost per month was around
Rs 40 lakh which was reduced to' Rs 12 lakh from August 2006 due to
introduction of a new scheme ‘Free supply of rice to all ration card holders’

by the Women and Child Development Department. Audit scrutiny

revealed an unadjusted advance of Rs 17.94 lakh as of February 2006 and
the Department released Rs 4.82 crore in March 2006 on the ground of
availability of savings resulting in the accumulation of Rs 4.62 crore as of
March 2006 (after adjustment of Rs 0.38 crore in March 2006) which would
be more than ‘11 months requirement. In spite of this, the Department
released Rs 2.24 crore during 2006-07 resulting in an accumulation of .
Rs 4.60 crore as of March 2007 with PAPSCO which was the requlrement
of about 40 months reflecting poor expendlture control.

Government contended (November 2007) that the amount was released to

- avoid disruption of the continuing scheme. This contention is not tenable as

the Department failed to consider the reduction of differential cost per
month due to introduction of a new scheme.

Government introduced a new scheme of free supply of LPG connection to
BPL families in September 2005 and released Rs 2.17 crore to PAPSCO for
providing 10,000 LPG connections. Due to non-availability of sufficient
LPG cylinder of 14.2 kg capacity, Government decided (June 2006) to
supply two five kg cylinders and PAPSCO spent Rs 0.97 crore (October
2006). The Department, however, released Rs 1.95 crore in October 2006
for providing another 10,000 connections of two five kg cylinders. As of
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deployment of manpower is essential.

»March 2007 PAPSCO prov1ded only 7,716 connections® mvolving an

expenditure of Rs 1.51 crore and Rs 2.61 crore remained unspent. Release

- of funds when there was huge unitilised balance available was symptomatic

of poor expenditure control. Government stated that the funds were utxhsed
during 2007-08 and assured to assess the need before release in future.

5.1.6 'Compﬁiance with Receipts and Paymems Ruies

Receipts and Payments Rules® provide for review of bill register (monthly)
and bill transit register (bi-weekly) by a Gazetted officer to prevent
presentation of fraudulent bills. This check was not exercised by any of the
Drawing and ‘Disbursing Officers (DDOs) of Puducherry, Karaikal and
Mahe. Govemment assured to maintain the prescribed registers properly.

Non—gazetted Govemment servants handling cash are required to furnish a
security deposit to safeguard Government interest (Rule 275 of General
Financial Rules, 2005). Government, in November 1992, prescribed
security deposit ranging from Rs 250 to Rs 1,000 and bond ranging from
Rs 5,000 to Rs-50,000 -depending upon the volume of cash handled monthly

by the cashiers. The prescribed security deposit and bond were not obtained

from any of the five present incumbents in Puducherry, Karaikal and Mahe

~ Government assured to collect the deposn

5.1.7 ,Entemaﬁ Control Activities

5.1.7.1 Adequacy of infrastructure

For effective implementation of various activities of the Department, proper
As-against 111 posts sanctioned,
there were 14 vacancies in the post of Assistant/Upper Division Clerks
(UDCs) (6), Lower Division Clerks (3), Projector Operator (1), Steno (1)
and Peon and Watchmen (3). Besides, the deployment of Assistants for
field work was made without any norms as revealed from the following:

et . : Average
A , Total Total Total - number of Average
. number of - number of : number of
- Region . number of . .cards per
- ration FPS Assistants/ Assistant/ FPS per
cards - T . UDGCs Assistant/UDC
. v ! . : UbC
Puducherry. | 2,38,920 - 318 9 26,546 35
Karaikal 52,046 84 | 7 7,435 12
Mahe 6,590 . 18 - 4 1,648 4
Yanam . 10,021 - 18 . 2 5,010 9

The work allocatioﬁ fbr Aésistants in Puducherry region did not prdvide _fdr
inspection of petrol bunks, LPG distributors and edible oil distributors

2 413 connections with 14.2 kg cylmders and 7 303 connections with two five kg
“cylinders .

-3 Notes below Rule 34
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thereby weakening the quality assurance for these commodities being
supplied to the public. Government assured to transfer posts to Puducherry
region after examining the work allocation.

Petroleum products seized by Food Cell were to be tested for framing
charges. In Puducherry, the seized products were being tested in laboratory
in Chennai which caused delay in completing the investigation. In March
2006, Government paid Rs 50 lakh to Pondicherry Engineering College to
set up Petroleum Testing Laboratory and the tender was under finalisation
(April 2007). Of the 25 cases which were under investigation as of April
2007, 18 cases relating to petroleum products were pending for want of test
results from Chennai. Government stated that the Engineering College is
taking steps to establish the laboratory.

5.1.7.2 Non-compliance with GOI orders

UT Government issued 97,700 red cards to BPL families based on income
criteria. With a view to identify the really poor and vulnerable section of
society for issue of essential commodities at subsidised rate, GOI prescribed
(September 2002) 13 economic and social indicators which were to be
considered for ranking and the method of ranking. The State Governments
have to fix cut off scores based on such ranking to restrict the number of
BPL families to 10 per cent over and above that estimated by Planning
Commission. As the BPL population for the UT estimated by Planning
Commission was 83,600, the cut off scores should be fixed by the UT
Government to restrict the issue of red cards to 91,960.

Enumeration based on the GOI instructions was conducted during 2003-04
and after deliberations with Members of Legislative Assembly, Government
decided to issue red cards to 1.2 lakh families and fixed cut off marks as 31
out of 65 and 25 out of 52 for urban and rural areas respectively. Based on
this decision, the Department identified 1,16,445 BPL families. As
representations were received from persons who were already holding red
cards but given yellow cards after enumeration, the Department exceeded
the limit fixed by the Governmeni and issued 1,34,027 red cards as of
October 2007. Besides, nearly 5000 representations were pending for
investigation. Thus, the Government had not followed the instructions of
GOI to identify the really poor and vulnerable section of the society and
even the target of 1.2 lakh fixed by the UT Government was exceeded.
Government contended that it had exercised flexibility given in the GOI
guidelines to decide the cut off scores considering the increase in population
by 33 per cent during 1991-2007. This contention is not tenable as Planning
Commission estimated the BPL population and GOI ordered to fix the cut
off scores to restrict the issue of red cards to 10 per cent above this estimate.

GOI order issued in July 1994 stipulated supply of 7 litres of kerosene per
month for those without LPG connection and two litres for those having
LPG connection. A comment was made in the Report of the Comptroller
and Auditor General of India for the year ended 31 March 1999 that the
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Department had not identified ration card holders with LPG comnéction and
the Committée on Public Accounts recommended (March 2004) to stamp '
the ration cards having LPG connections and submit a report to the
Committee. . The Department had not complied with .these
recommendations. In April 1999, GOI issued instructions not to supply

 kerosene to holders of double bottle cylinder LPG connections and supply
' “three litres to holders of single bottle cylinder LPG connections to minimise

the subsrdy involved in supply of kerosene. “The Department had not acted -

“upon these - mstructlons and kerosene was issued to all red card holders

without restriction. Even during the enumeration conducted for issue of
new cards, these details were not collected and indicated i in the ration cards.

- The Department continued .to- supply kerosene ‘even for 7,716 red card
~holders who were the beneficiaries of free supply of LPG connection made

by Government from the 'year 2006. Non-restriction of supply of kerosene

. not only mvolved meetrng of hlgh subs1dy by GOI, but also could lead to
' unaut‘torlsed use. o

'Govemment accepted (November 2007) that red card holders were supplred
seven litres of Kerosene itrespective of their possessing LPG connectton and

assured to take actlon in the hght of audlt observatlon

By S l 7.3 Enforcement of Consumer Protectmn Act

4 A comment was made in the Report of the Comptroller and Audltor General

of India for the year ended 31 March 2005 on non-functioning of State

- Consumer Protection Council. - Though the term of the council explred in -
- May 2006, it was not reconstltuted Besides, in spite of Karaikal region -

having been declared a separate district in May 2005, the District Consumer
Protection Council was not constituted (July 2007), as the Collector had not

" nominated non-official members. Non—f\mctlomng of these councils would

defeat the objective of protectmg the consumer interest at appropriate forum
and promotion of consumer educatlon Government has assured to take

actron
5.1. 7.4 Delay iaﬁ rcne‘aral of lﬁcenceé ’

Pondlcherry Scheduled Commodltles (Regulatron of Dmtnbut)on by Card

’_ F»System) Order, 1975, as amended in 1987 .and Pondicherry Kerosene
. licence before the due A

(Control) Order, 1969 provide for granting licence to the distributors of
scheduled commodities and kerosene to the public and the licences have to

‘be renewed every. year. - Audit scrutiny revealed -non renewal of licence by

all 18 FPS in Yanam during 2003-2007. In Puducherry, there was large

- scale delay in receipt of applrcatron for renewal every year. The year-wise

delays are given below
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Scheduled commodmes

Price Shops

. nu'yl;l(i)t:: of Tot:]xrl llllumber Receipt of applicatien . y
ola . ol shops : JCENCES
Year number_ rclsilcl:x‘::é d relicensed after Within one m‘ft;htin“?:; thi}\e/[;oll:otr;llt?llsl to Afier not
pf shops by due’ d::l i(::::les/:(;’t month nionths " one year one year | renewed
. date |- )
2002 288 1 287 90 30 161 - 6
2003 291 189 _ 162 15 10 39 18 =20
2004 291 . 6 285 16 41 184 21 23
2005 291 i5 276 23 133 63 3 . 54
2006 294 22 . 272 139 42 85 - 6
Kerosene L ‘
o . .| Application Apptication received :
: Total A?ﬂg:g;m received Licences
Year number I after due duri during - during f not
of shops wntl[lim: due | gate/ licence - :;r:;g May and July to onae teerar renewed
a € not renewed . J!Jm_e Decembej‘ ) y .
2002-03 297 127 170 48 26 86 2 -8
2003;04 294 : ‘14'1 153 76 ) 11 - 57 3 6
2004-05 293 .76 217 114 27 54 4 18-
2005-06 293 67 | 226 61 | 15 | 66 8- 76
2006-07 - 295 ‘ .30 . - 265 145 21 47 3 49
‘Thus, the Department had not exercised any control over the renewal of
licences. Government assured that the Department would take necessary .
action to ensure the renewal of licences in time and terminate the licence of
defaulters. :
5.1.7.5 Inspection of Fair Price Shops
Shortfail in Public Distribution System (Control) Order 2001 provides for inspection of
inspection of Fair every FPS twice a year by a designated authority. While there was no

shortfall in 1nSpect10n in Mahe reg1on shortfall in other regions are given
below: _

Number of) Number of inspections conducted
Region inspections| 7 ' 3 ‘
‘ : to be 2002-03 | 2003-04 | 2004-05 | 2005-06 .| 2006-07
' . conducted _ -
Puducherry 636 Nil -~ Nil 1,005° 194 details not
S ] . o furnished
Karaikal . 168 - Nil Nil 23 131 . 85
Yanam = |- 36 5 40 36 60 - 23

' The Deputy Director, Puducherry stated as the Department was engaged in

general enumeration for issue of new ration cards the inspections wete not.

carried out fully during 2002-2004. Government assured to intensify the
inspection when the enumeration work was completed. '
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5. E 8 Momtormgmeﬁtrttmg Entermt Attrﬂﬂt mnnd Vrgrﬂmce =~-;j .

erramgememts

. 1_;;55 1 8 1 Marmagement mﬁ'ormatﬂom

L -rThe weekly arrear report monthly statement of cases pendmg dlrsposal for SRR
.. over a month, monthly progress reports of recordmg and review of files, .
e remmder drary, check list of periodical reports (for ensuring trmely recerpt PRERR:
e preparatlon and despatch of perlodrcal reports), as stlpulated in the Manual =

. -of Office Procedure .were not mamtamed in ‘the Directorate.” Governmcnt L
E _stated (November 200’7) that the 1nstructrons were belng rssued : L

o ,25 1.8, 2 Vtgrﬂame Commnttee meetmg |

o "i‘Pubhc Drstrrbutlon System (Control) Order Aet 2001 provrdes for -
"conductmg meeting. of Vigilance Committees at State, }Drstnct Block and .
" -FPS level to oversee the functronmg of PDS. Though the term of Zonal
. _Commrttee exprred for-Mahe in March 2005 and for Yanam in June 2006, - R
*. they were reconstituted only in February 2007 and March 2007 respectrvely RN
. The terms. of Zonal Committee of Karaikal. exprred in May 2005 but it was
. not’ reconstntuted as it was proposed to” entrust the function to District’
- 'Consumer Protectron Council 'which ‘was- to be formedl Govemmentv
o *assured to take actron to reconstrtute the commlttees -

""55 }'1 8 3 Erttemaﬁ Armdrt and Vagrﬁame armlmgememt

B ;,There Was 1o Hnternal Audit w1ng in the Department to prov1de management" )
j1nformatron on the: deﬁtcrency of internal control in various wings of the -
. »Department There is no separate vrgllance wmg 1n the ]Department e

v Reeommemﬂatrons

> Prescrrbed classrﬁcatron m accountmg of expendtture shouldl Ibev
fol]lowed ol : SRR Lo

> Steps should be taken to enforce expendnture contro]l

> Proper momtormg shouldl be camed out
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The tax and non-tax revenue raised by the Government of Union Territory
of Puducherry during the year 2006-07 and the grants-in-aid received from
the Government of India during the year and the corresponding figures for
the preceding four years are mentioned below

_ (Rupees in crore)

Serial

2002-03 | 2003-04 | 2004-05 | 2005-06 2006-07
number - -

I | Revenue raised by the

Government . : _ . '
o Tax revenue 27638 | 352.76 | 404.58 479.40 569.55
o Non-tax revenue "411.90 | 45434 500.72 510.99 549.92 -
| Total(M - ' 688.28 | 807.10 | 905.30 990,39 1,119.47
I | Receipts from the 1 )
Government of India-. | : S S
Grants-in-aid - 49721 | 49542 .| 725.70 811.49 764.09

"I | Total receipts of the - |- o 1
Government (I + 1) | 1,185.49 |1,302.52 {1,631.00 | 1,801.88 | .1,883.56
vV - Percentage of I to III : 58 62 | 56 55 59

The above table md]l.cates that durmg the year 2006 07, the revenue raised

by the State Government was 59 per cent of the total revenue receipts of -
Rs 1,883.56 crore against 55 per cent in the preceding year. The balance 41
per cent recelpt during 2006 07 was from the Government of ][Jndla

6. I I Tax revenue

The followmg table presents the details of tax revenue ralsedl durmg the -
penod from 2002-03 to 2006 07

(Rupees in crore)

- - - o Percentage of "
ni‘;;f:r Heads of revenue | 20003 | 200304 | 2004-05 | 2005.06 | 2006.07 | "¢ (";’l{n decrease
. . : 2006-07 over 2005-06
1 Taxesonsales, |- - o _ _
| trade,etc. - - | 150.09]203.19 | 24648 | 304.22| 364.89 19.94
2 _State excise 87.70| '105.66 | 110.29 } 125.17| 143.49 14.64
3 | Stamp duty and o - _ ,
registration fees "16.20 20.27 23.52 23.97 31.01 | 29.37
4 | Taxeson '
vehicles 21.95|: 23.19 23.87 25.56 29.01 13.50
5 Land revenue 0.24 029 029 0.31 0.91 193.55
6 Others -1 020 0.16 0.13 0.17 0.24 41,18
Total . 276.38 | 352.76 | 404.58 | 479.401 569.55 ~ 18.80
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The following reasons for variations were reported by the concerned
departments:

Taxes on sales, trade, etc: The increase (19.94 per cent) was due to boom
in business and strict collection measures.

State excise: The increase (14.64 per cenr) was due to increased realisation
of kist amount and more collection of excise duty.

Stamp duty and registration fees: The increase (29.37 per cent) was due
to the sale of more non-judicial stamps.

Taxes on vehicles: The increase (13.50 per cent) was due to the increase in
registration of new vehicles.

Land revenue: The increase (193.55 per cent) was due to the remittance of
unutilised housing subsidy and other compensation of Tsunami victims
released during 2004-05.

6.1.2 The following table presents the details of major non-tax revenue
raised during the period from 2002-03 to 2006-07:

(Rupees in crore)
Percentage of
Serial increase (+) /
Pty Heads of revenue 2002-03 2003-04 2004-05 2005-06 2006-07 decrease (-) in
2006-07 over
2005-06
1 Power 387.93 | 43030 | 46448 | 486.88 | 508.95 4.53
2 Interest
receipts,
dividends and
profits 512 4.50 5.25 4.13 123 75.06
3 Medical and
public health 3.58 5.45 4.11 3.57 7.52 110.64
4 Education,
sports, art and
culture 1.28 1.04 0.51 0.46 0.47 2.17
Crop husbandry 0.29 0.34 0.28 0.53 043 | (-)18.87
6 Other receipts 13.70 12.71 26.09 15.42 25.32 64.20
Total 411.90 | 454.34 | 500.72 | 510.99 | 549.92 7.62

The following reasons for variations were reported by the concerned
departments:

Power: The increase (4.53 per cent) was due to sale of more power to the
existing and new consumers.

Interest receipts, dividends and profits: The increase (75.06 per cent)
was mainly on account of Rs 3.24 crore shown as receipts towards interest
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“and penal interest under the scheme "Village' Housmg Projects’ by debltmg
the head ‘2260=01 792=hrecoverab]le Loans=wrnte off’. '

Medical amﬂ ptmﬁpﬁze heaﬁth The increase (110 64 per cem‘) was due to
* increase in hospital stoppages, incréase in licence fees collected by the Food

‘and Drugs Administration and increase in the number of companies under

ESI Act and more rece1pt of share from the ES][ Corporatlon :

Cmp husbandry “The decrease (18 87 per cent) was due to less sale of
~ seeds, agricultural implements, farm products, inputs and decrease in hire
' charges of tractors.

The departments did not inform the reasons for varnatlon (N ovember 2007)
o desplte bemg requested (October 2007). - ' :

The variations between the budget estimates and actual revenue receipts for |
the year. 2006-07 in respect of the pnnc1pa]1 heads of tax and _non-tax
'_revenue are mentloned be]low

(Ru ees in crore

o Hewomome | B pco | i | [
Tax revenue . . - -
1 Taxes on sales, trade etc. 324.00 | 364.89 | 40.89 | 12.62
2 | State excise . | 115:00 | 14349 2849 | 2477
Stamp duty and registration » S ' : -
, fees - , s 17.09 |- . 31.01 ©13.92 . 8145
4 | Taxes on vehicles . < 25.50 |- 29.01 3.51 | - 1376
|Landrevenue © |- 026 | 091 | . 065 | 25000
Non-tax revenue S . o .
Power - - . | 52100 | 50895 | ()12.05 | (-)231
Interest receipts, dlv1dends' 1 o . 1
and profits . 479 | . 7.23 244 '50.94
Medical andpubhchealth | 435 | 152|317 | ‘7287
9 | Education, sports, art and ‘ ' o A
| culture : , 0.70 047 |- (-0.23 (-)32.86
10 | Crop husbandry Lo 028 043 ) 015 53.57

_The fo]llowmg reasons for varlatlons were reported by the concemed
"’;departments BT
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Taxes mm' sales, ﬁ%mde, etc.:. The increase (12.62 per cent) was due to
boom in busmess and strict collectlon measures.

State excise: The increase (24.77 per cent) was due to more production of |
IMF L and increase in collectlon of kist from arrack shops.

Taxes om V@RRECE@S' The increase (13 76 per cent) ‘was due to increase in
reglstratlon of new vehicles. :

Land 'xrevemue: The increase (250 per cent) was due to renewal of licence
fee. ' o ' - : :

The other departments did not inform (November 2007) the reason: for
vananon despite-being requested

The break-up of total collection at pre-assessment stage and after regular
assessment of sales tax under the Pondicherry General Sales Tax Act for the
year 2006-07 and the corresponding figures for the precedmg two years as’
furmshed by the department are mentloned below:

(Rupees in erore)

. Amount | b ities .
Amount . collected for dela .
collected at after in y Amount Net Percentage of
Year Pre. _regular ]pﬁvment refunded | collection column (2) to (6)
assessment assessment of.taxes .
stage (additiona) .and duties
demand) )

i o 2 3 ) 4 5 6 7
2004-05 244.09 | 223 0.22 0.06 246.48 99.03
2005-06 303.48 0.48 0.32. 0.06 304.22 99.76
2006-07 364.31 1.07 1 - 035 0.84 364.89 | - 99.84

Thus, the voluntary compiia'nce with the prevision of Acfs and Rules
remained unchanged during 2004-05 to 2006-07.

The 2 arrears of revenue as on 31 March 2007 under the principal heads of
revenue as reported by the departments amounts to Rs 142.41 crore, of
which Rs 35.19 crore has been outstandmg for more than five years as
“mentioned below:
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" (Rupees in crore)

Arrears

Judicial

0.07 -

Serial ' Total outstanding for
‘number. Dep ertments_ ar:eaxrs o t:ldre.t‘l?fmo ' Remarks
‘ S years
_{1 @) __ 3 “ . (5
1 Electricity 91.80 18.52 The arrears comprise Rs 35.62 crore from
' : : ' the high tension (HT) consumers and
Rs 56.18 crore from low temnsion (LT)
consumers. Of the HT arrears, Rs 8.46 crore
is due from a Government owned company;
Rs 84 lakh is pending with the Claim
Commissioner, New Delhi; Rs 13.77 crore is
' covered under litigation and Rs 3.78 crore is
proposed to be recovered through the
Revenue Recovery Act. Rs 8.77 crore is due
from other consumers/industries. Under LT
category, Rs 14.80 crore is due from the
local bodies and Rs 4.29 crore from the
Government departments. Rs 37.09 crore is
.| due from other consumers/ industries.
2 .| State excise 13.97 12.49 - ‘| Arrears were due to non-payment of kist by
u : o the lessees of arrack and toddy shops. .
-3 | Commercial 28.72 2.46 Demands amounting to Rs 5.76 crore are
.taxes ' | covered by appeals in Court, Rs 33 lakh is
‘ covered by Revenue .Recovery Act and
‘Rs 22.63 crore is under official liquidator
. and pending miscellaneous action, etc.
4 | Public works. 5.24 1.03 - ‘Arrears relate mainly to non-realisation of
" water charges. -

5 Revenue and 1.08 0.24 Arrears are due to non-finalisation of licence
disaster ‘ : - fee in respect of Government lands leased to
management - the Pondicherry - Industrial Promotion

© Development and Investment Corporation
. Limited.
6 | Stationery - L 0.21 - 0.04 Arrears are from. the ~Government
and printing : departments. -
7 | Town- and -0.14 - 0.14 Arrears are due to non-payment of enhancedl _
| country : plot costs by the allottces
- | planning _ I
8 | Hindu . 029 0.07 Arrears are due to non-rémit'tancc of share
| religious by the temple authorities.
‘ institutions ‘ _ ,
9 Agriculture . ~0.15. 0.06 Arrears relate to rent mainly due from the
' - Pondicherry Agro Service and Industnes
Corporation Limited. -
10 Port 0.57 ok Arrears relates mainly to lease rent from
' o ‘ M/s. Concor (a Government of India
undertaking). '
11 0.06 In some cases, accused are- undergoing

imprisonment and in some cases, appeals are
pending before the High Court, Chennai.
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1) 2) 3) 4) 5
12 | Co-operation 0.06 0.01 Arrears relate to audit fee dues.
13 | Information 0.10 0.07 Arrears are mainly from the Pondicherry
and publicity Tourism and Development Corporation
towards canteen rent.
14 Other 0.01 XS Arrears relate to fisheries, health and family
departments* welfare and Puducherry Government guest
* houses.
Total 142.41 35.19
. Rs 27,496 was pending for more than five years.
g Details from the Transport Department were not received (October 2007).
ks Rs 300 was pending for more than five years from Puducherry Government Guest

House, Chennai

The details of cases of fraud and evasion of the sales tax cases detected,
cases finalised and the demands for additional tax and penalty levied as
reported by the Sales Tax Department is mentioned below:

(Rupees in lakh)
Cases Contd Number of cases in which Number of
pending as ditacted assessment/investigation completed and pending
on 31 durd Total additional tax and penalty levied cases as on
uring
March . 31 March
2006 2006-0 Number of cases | Amount demanded 2007
33 26 59 26 36.95 33

Accountant General (Commercial and Receipt Audit), Tamil Nadu arranges
periodical inspection of the Government departments to test check the
transactions and verify the maintenance of important accounts and other
records as per the prescribed rules and procedures. These inspections are

followed up with inspection reports (IRs). Important irregularities are
included in the IRs issued to the heads of offices inspected with copies to
the next higher authorities for taking prompt corrective action. The heads of
offices/Government are required to comply with the observations contained
in the IRs and rectify the defects and omissions promptly and report
compliance to the office of the Accountant General within two months from
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the_dates of issue of the IRs. Serious irregularities are also brought to the
notice of the heads of the departments by the office of the Accountant
General.

Inspections reports issued upto December 2006 disclosed that 589
paragraphs involving Rs 146.74 crore relating to 180 IRs remained
outstanding at the end of June 2007. Department-wise break up of the IRs
and audit observations outstanding as on 30 June 2007 is mentioned below:

(Rupees in crore)
Serial Outstanding
number Tax heads Inspection Audit i:?o(:::;
reports observations
1 Sales tax 46 230 133.90
2 Land revenue 26 55 1.79
3 Stamp duty and 53 136 1.09
registration fees
4 Taxes on vehicles 28 118 3.67
5 State excise 27 50 6.29
Total 180 589 146.74

The above indicates the failure of the departmental officials in initiating
action to rectify the defects, omissions and irregularities pointed out in the
IRs by the Accountant General. The Principal Secretaries/Secretaries of the
departments, who were informed of the position through half-yearly reports,
also failed to ensure that the concerned officers took timely action.

Test-check of records of sales tax, state excise, stamp duty and registration
fees, motor taxes on vehicles, town and country planning conducted during
2006-07 revealed under-assessments/short levy/loss of revenue amounting
to Rs 34.99 crore in 69 audit observations. During the year, the departments
accepted Rs 80,000 in four audit observations pointed out in 2006-07 and in
earlier years and recovered the amount. No reply has been received in
respect of remaining cases.

This chapter contains two paragraphs relating to application of incorrect rate
of tax and loss of revenue due to allotment of plots to unspecified categories
involving Rs 1.13 crore. The department/Government has not accepted one
paragraph involving Rs 3.83 lakh and no reply has been received in the
other case. In respect of the audit observation not accepted by the
department/Government, gist of the reasons for non-acceptance has been
included in the paragraph with further comments of audit.
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~Review of the replies of the Government to the paragraphs of the Audit
Reports for the last five years from 2001-02 to 2005-06 shows that against
the revenue effect of Rs 22.37 crore of the audit observations accepted by
the department, the actual recovery is extremely low at Rs 12 lakh. A year-
wise break up of the recovery of revenue till August 2007 is mentioned
below:

(Rupees in crore)

Year of Audit Revenue effect of Amount accepted Amount recovered

Report chapter by the department ‘
2001-02 0.02 0.02 0.01
2002-03 0.22 0.22 0.11
2003-04 - -- S -
2004-05 S - - -
2005-06 22.13 ' o 2213 -=

Total 22.37 © 22,37 . 0.2

- Under entry 2 of Part I of First Schedule to the Pondicherry General Sales
Tax Act, 1967, all kinds of biscuits, confectioneries and -chocolates are
taxable at the rate of eight per cent with effect from 1 April 1997 at the
point of first sale. By a notification issued in March 1998, the rate of tax
was reduced to six per cent.

In Pondlichcrry I assessment circle, while finalising the assessments of a
dealer for the years 2001-02 and 2002-03 in July and November 2005, first
sale of bubble gum amounting to Rs 1.28 crore was assessed to tax at three
per cent instead of at six per cent. The adoption of incorrect rate of tax
resulted in short levy of tax of Rs 3.83 lakh.

After the case was pointedl out, the Government stated in August 2007 that
bubble gum was meant for refreshing the mouth and unlike other
confectioneries, was not meant to be swallowed and therefore the
assessment made at three per cent treating it as an unclassified commodity
was in order. The reply is not tenable as the specific entry in the Act will
override the general entry. The term ‘confectionery’ means a collective
name for sweetmeats or confection. In common parlance bubblegum is
perceived to be a type of confectlonery and was req[mred to be taxed at six
per cent.
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The Government of . Puducherry framed rules in accordance with the

- guidelines framed by the Government of ][nd1a (GOI) for allotment of plots

to the beneficiaries of specific schemes' under the Land Acquisition and

Development Scheme (LADS) promulgated by the GOI.  According to the

Scheme, plots intended for sale to persons not covered by the scheme shall

be sold by public auctlon or by open tender. The rules also stipulate that the

beneficiaries should start construction within two years from the date of
allotment and complete it within a period of three years. Besides, resale of
plots with permission of the Government was also allowed if 50 per cent of
profit was passed on.to the Government. Failure to construct houses within

- the- stipulated period.or resale without permission of the Government or
non-remittance of 50 per cent of profit on resale would result in cancellation

~of'allotment and forfeiture of 20 per cent of the cost paid by the allottee.

Scrutiny of the records of the Chief Town Planner, Town and Country
- Planning Department revealed that 49 plots wete allotted to 46 Members of

“the Legislative Assembly (MLAs) and three Indian Administrative Service
(IAS) officers during 1999-2006 without open auction. - In addition to this,
allotment was made to 12 press personnel whose details of allotment were
" not available.” Audit disclosed that 32 out of 49 MLAS/IAS officers had not
constructed houses as of December 2006. Out of these, three MLAs sold
the plots with the permission of the Government and remitted Rs 7.34 lakh
~ only against Rs 18.36 lakh. payable to the Government. In addition, another
- MLA sold the plot with- the permission of the Government and remitted
Rs 4.37 lakh to the Government, Since the sale value of his plot was not
furnished to audit, correctness of the remittance could not be ascertained.
One more MLA sold his plot without obtaining permission, earning a profit-
~ of Rs 6.06 lakh but did not remit any amount to the Government. Inaction
“ on the part of the department to enforce the condition of allotment resulted
-in foregoing revenue of Rs 1.09 crore being the difference between market
value and.sale value of plots excludmg those on which houses have been
constructed (Rs 94.93 lakh) and the amount due to Government on sale of

. plots (Rs 14.05 lakh). -

The matter was referrcd to the Govemmem in July 2007 t]hc1r rep]ly has not -
been received (J anuary 2008)

! ' (’a)lslum Clearance'Schémc, (b) Subsidised Industrial Housing Scheme, (c)Low'

. Income Group Housing Scheme, (d) Middle Income Group Housing Scheme and
(e) Rental Housing Scheme for State Govérnment employees
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“This. chapter deals with the functlonrng of the Government compames _
Paragraphs 7.2 to 7.11 give an overview of the Government companies and
. . the Government’s investment in the Public Sector Undertaklngs (PSUs).-

,Paragraph 7 12 contalns a review on. the Performance of Pondlcherry E

: ][ndustnal Promotlon Development and l[nvestment Corporatron ermted

As on 31 March 2007, there were 13 Govemment companies (all working)
' “1nclud1ng one subsidiary company under the control of the Government of
the Union - Temtory ‘of Puducherry (UT Govemment) as -against 12
-~ Government companies (all working) as on 31 March 2006. During the
" year, a new- Company, Swadeshee-Bharathee Text1le Mills-Limited has been

R :1ncorporated _The accounts: of ‘the Government companiés (as defined in

~Section: 617 of - the Compames ‘Act; 1956) are audited by the Statutory
Auditors, who are. appointed- by the Comptroller and Auditor General of
- India (CAG) as per prov1srons of Sectlon 619 (2) -of the Compames Act,
1956, These accounts .are also subject to supplementary audit by the CAG.
" as per provisions of Section 619 (4)of the Companies Act, 1956. - '

3

. 'Envestment in Worknng PSUS

-Total 1nvestment in Government compames in the form of equlty and loans

2 ', as on 3l March 2006 and 31 March 2007 was as under:

(Rupees ln crofre)

B | . Investment el

Year |- Numlber.ol'_ | o "1 Share application ' Long' term Total
.o | compamies - b Equity ol - O o
TN Ol DR ] - money loans' ] -
1200506 .- 12 . .| 47155 | 210 681 .. | 48046
200607 | 13 50535 |~ -S5870 . 40,40 604.452

-Long term loans are excludlng mterest accrued and due on such loans

" UT. Government’s -investment in working PSUs was Rs .554.63 -crore (Others
‘Rs 49.82 crore). The figure as per Finance Accounts is Rs 569. 05 crore and the -
drfference is under reconc1hat10n
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As on 31 March 2007, the total investment in the working Government
companies comprised of 93.32 per cent equity capital and 6.68 per cent
loans as compared to 98.58 per cent and 1.42 per cent, respectively as on
31 March 2006.

The summarised statement of Government investment in the working
Government companies in the form of equity and loans is detailed in
Appendix - 7.1.

The investment (equity and long-term loans) in various sectors at the end of
31 March 2007 and 31 March 2006 are indicated below in the pie charts:

SECTOR-WISE INVESTMENT IN WORKING GOVERNMENT COMPANIES

Total investment: Rs 604.45 crore
As on 31 March 2007
133.04 (Figures in bracket indicate percentage of investment) 20.77
(22.01) (3.44)
37.09
(6.14) 107.65
(17.81)
14.40
(2.38) 291.50
(48.22)
® Agriculture B Industry and Electronics
O Textile O Economically Weaker Section
8 Tourism and Transport B Power
Total investment: Rs 480.46 crore
As on 31 March 2006
(Figures in bracket indicate percentage of investment) 51.05
(10.63)
133.04 17.48
(27.69) (364)
32.93
(6.85)
230.01
15.95 ® Agriculture ® Industry and Electronics (47.87)
(3.32) O Textile O Economically Weaker Section
8 Tourism and Transport B Power
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-companies for the three years up to 2006- 07 are given below:

_ Chapter VII— Government Commerczal and Tradzng Acttvmes'

- The detaﬂs of budgetary outgo; grants/subs1d1es, guarantees issued, waiver -

of dues andl conversion of loans into equity by the Government to- the

“working Govemment compames are: glven in Appmdnces =7.1 and 7.3.

‘The budgetary outgo (m the form of eqmty capital and loans) and

grants/subsidies from. the. UT Government to the working Government

—

‘(Rupees in crore)

o 200405 | . 200506 2006-07
. Particulars ' - e —— ' :
e Number 'Amoummt Number | Amount. | Number | Amount
Equity capltal outgo from PR I | e N B ' o
‘ budget , 8 %‘2‘2.04 : 8 2 2}.93 9 87.41
[Grants: .7 o 6 |66 |50 2120 5 18.04
Subsidy towards S ‘ . ‘
. Projects/Programmes/ - 1 1 .-0.40 2 ©1.13 2 . 4.94
Schemes . B R : o .
| Total outgo R T 129.08. | 8 | 4426 100 | 11039

- At the-end of '2006'-07' gaaranteies of Rs-2.80 lakh against one working
'Government company (Pondlcherry Ad1=drav1dar ]Development Corporatlon
anlted) were outstandmg -

"The accounts of the com]pames for every financial yea]r are requlred to be -
~ finalised within six months from the end of the financial year under Sections
" 166, 210, 230, 619 and 619-B of the Companies Act, 1956, read with
‘Section 19 of the Com}ptro]l]ler and ‘Auditor General’s (Duties, Power and -

Conditions . of Service) Act, 1971. They are also to be laid before the

- ']Legls]lature within nine months from the end of the ﬁnancmll year.

-Out of 13 Workmg Grovernment compames only two compames finalised
their accounts for the year- 2006-07 within the stipulated period as can be

seen from: Appendlnx ~ 7.2. During the. pernod from October 2006 to

A 'September 2007 51x workmg Govemment compames ﬁnahsed six accounts

These are the actual number of compames whlch received budgetary support in the
~ form of equity, grants and sub51dy from the Government dunng the respectxve
years. . v
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~ for the prev1ous years. The accounts of eleven4 .working Government
- companies were in arrears- for periods ranglng from one to three years as on
30 September 2007 as detalled below: "

Serial Number of | ~ Period for whn,clh ‘Number of years for Reference to Serial -
Number working aceounts are in arrears which accounts are in Number of Appendix

: companies L arrears 7.2

1 3 2004-05, 2005-06 3 2,9 and 12
and 2006-07 » B
2 2 © 2005-06 and 2 - 8and11
: 200607

3 6 2006-07 _ 1 1,4,5,6,7and 13

 The administrative departments have to oversee and ensure that the accounts
are finalised and adopted by the PSUs within the prescribed period. Though
the concerned  administrative departments were informed every quarter by
Audit of the arrears in finalisation of accounts of PSUs under their
administrative control, no remedial measures had been taken, as a result of
which the net worth of these PSUs could not be assessed in audit.

- The summarised financial results of the working Government PSUs as per
the latest finalised accounts are given in Appendix — 7.2.

According to the latest: ﬁnalised accounts of 13 working Government
~ companies, five’ companies incurred an aggregate loss of Rs 33.48 crore
and five® companies earned an aggregate profit of Rs 18.28 crore. Details of
- profit and loss, as per their latest finalised accounts, are given below:

Puducherry Agro Service and Industries Corporation Limited, Pondicherry Agro
Products, Food and Civil Supplies Corporation Limited, Pondicherry Industrial
Promotion Development and Investment Corporation Limited, Pondicherry
Electronics Limited, Pondicherry Textile Corporation Limited, Swadeshee-
Bharathee Textile "Mills Limited, Pondicherry Adi-dravidar Development’
Corporation Limited, Pondicherry Corporation for Development of Women and
Handicapped Persons Limited; Pondicherry Tourism Development Corporation .
Limited, Pondicherry- Road Transport Development Corporation Limited and -
Puducherry Power Corporation Limited -

Pondicherry Electronics Limited,  Pondicherry Textlle Corporatlon ‘Limited,
Swadeshee-Bharathee  Textile Mills Limited, Pondicherry ~Adi-dravidar -
Development Corporatlon Limited and Pondicherry Road Transport Corporation
Limited

Puducherry Agro Service and Industries Corporation Lxmlted Pondicherry Agro .
- Products, Food and Civil Supplies Corporation Limited, Pondicherry Distilleries .
Limited, Pondicherry ' Industrial Promotion Development and Investment
Corporation Limited and Puducherry Power Corporation Limited
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| Year of latest | I[’lroﬁ‘nt eammg companies . Loss making companies

accounts | Number of | Amount of profit | Numberof | Amount ofloss
ﬁ“aﬂﬁsﬁ’d | compamnies | (Rupees in crore) | companies (Rupees in crore) . |
2003=04 : 1 o 0.40 oo 1 0.65.
1200405 [ - 1 | a1 | 098
200506 | 3 | - 1382 3 31.85
2006-67 : 1o | 7406 e
CTotal | 5 | v'n??sz;s' s | 3348

- Source. Ammuall accounts of the com]pames

In respect of two compames the entire’ loss was met by the UT
Government and one company - _(Pondicherry = Tourism' Development
: Corporatlon Limited) has not yet finalised its first accounts.

- Out of the two® Govemment compames whlch finalised their accounts for

- 2006-07, only one company viz.,.Pondicherry Distilleries Limited earned a
profit of Rs 4.06 crore and declared dividend of Rs 81 lakh for 2006-07.
The dividend as a percentage of share capltal in this company worked out to
9.59. The total return to. the Government by way of dividend of Rs 81 lakh

: worked out to 0.15 per-cent on the total eqmty investment of Rs 553.69

_crore by the UT Government in all the 13 Government compames as against
the dividend of Rs 1.16 crore (0.25 per cent) in the prevnous year. The

- Government has not framed any- pyohcy for payment of minimum dividend.

" Out of the five loss incmﬁng' Government companies, three? COmpa‘ni'es' had -
- accumulated ]losses of Rs.258. 21 crore, which exceeded their paid up capital
~of Rs 236.12 crore. Despite poor performance and complete erosion of

. ipand=up capital, the UT Government continued to provide financial support

to these ‘companies in the form of. equity, grant and subsidy etc. As per
available “information, the total. financial support provided by the UT

1 POﬁdicherry Cofporation for Development of Women and ‘Handicapped Persons
Limited and Puducherry . Backward - Classes 'and Minorities Development '
‘Corporation Limited- - : '

8 : Pondicherry Dlstlllenes lelted and Puducherry Backward Classes and Mmorltxes
. _Development Corporation Limited. B A
% .. Pondicherry Textile Corporation - lelted :Swadeshee-Bharathee Textile Mllls

Limited and Pondicherry Adi-dravidar Development Corporation Limited
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: Govemment to these companle's during 2006-07 arr_lounted to Rs 29.87 crore
(equity: Rs 23.98 crore; grant and subsidy: Rs 5.89 crore).

As per the latest finalised annual accounts of PSUs, the capital employed’0
worked out to Rs 530.83 crore in 12 companies and total return'' thereon
‘amounted to (-)Rs 11.34 crore, as compared to caprtal employed of
" Rs 392.93 crore and total return of (-)Rs 1.85 crore in the previous year.
The details of capital employed and the total return on capital employed of
workmg Government ¢ com]pames are given in Appendix — 7.2.

The Statutory Auditors (C]hartered Accountants) are required to furnish a

detailed report upon various aspects including the internal control/internal
" audit systems in the companies audited in accordance with the directions

issued by the Comptroller -and Auditor General of India to them under

section 619 (3) (a) of the Companies Act, 1956 and to identify areas, which.
needed improvement. Directions under the Act, ibid, were issued to the

Statutory Auditors in respect of 11 Government companies between October
2006 and August 2007 and reports in respect of three Govemment
companies were received (August 2007).

In respect of Pondrcherry Textiles Corporatron Limited, the Statutory .
~ Auditors observed (December 2006) that the Company did not prescribe any
internal audit manual and there was no Audit Committee. They further
reiterated the need to strengthen the mtemal audrt system in terms of
‘coverage, frequency and follow up.

- As regards Pondlcherry Adr-drawdar Development Corporatlon Limited, the
Statutory Auditors pointed (November 2006) out that the timing of internal
‘audit was not appropriate and the belated internal audit did not have desired
impact on rectification of the lapses in the functioning of the system. The

~ compliance mechamsm on the ‘internal audit observatlons need to be
1mproved

Capital employed represents net fixed assets (including capital works-in-progress)
PLUS working capital except in finance companies and corporations where it
represents a mean of aggregate of opening and closing balances of paxd-up capltal
free reserves, bonds, deposits and borrowings (including refinance).

For calculating total return on capital employed, interest on borrowed funds is
added to net profit/subtracted from the loss as disclosed in the proﬁt and loss
account.

11
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Audit observations notlced durmg audlt and not settled on the spot are
communicated to the heads of PSUs and concerned departments of the
Government through 1nspect10n reports. The heads of PSUS are required to
furnish replies to the 1nspectnon reports through- respective heads of
departments within a period of six weeks. Inspection reports issued up to
March 2007 pertaining to 11 PSUs disclosed that 133 paragraphs relating to
28 ][nspectxon Reports remained outstandmg at the end of September 2007 is
glven in Appemﬁm ‘7 4.

. Itis recommended that (a) thc Govemment should ensure that ]proccdure
_exists for action against- the officials who fail to send replies to Inspection
,Reports/Revwws as per-the prescribed time schedule, (b) action to recover.

' ‘loss/outstandmg advances/overpayment is taken within the prescribed time,

and (c) the system of responding to audit observations is revamped.
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(Paragraph 7.1 2.17)

7.12.1 Introduction

Pondicherry Industrial Promotion Development and Investment Corporation
Limited was incorporated (April 1974) to promote industrial development in
the Union Territory of Puducherry with investment in the share capital of
the Company by the Government of the Union Territory of Puducherry and
Industrial Development Bank of India (IDBI).
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The Company is presently engaged in’the_following main activities:

> maintaining the. developed industrial estates allotted to the
: entrepreneurs in the past. '

» 1mplement1ng the Government of Indra (GOI) schemes -like

‘ Industrial Growth Centre at Karaikal, “Assistance to States for
developing Export. Infrastructure and Alhed Act1v1t1es (ASIDE)
Scheme etc.

> extendmg short term, medrum term and workrng caprtal loans to
' industries and monitoring of the assisted projects.

. The management of the Company is vested in a Board of Directors (BOD)
~ consisting of eight directors: including a Managing Director (MD) who is in
-charge of the day to day activities. The MD is assisted by Chief General

Manager, General Manager (Admmrstratron) Greneral Manager (Technical)
- and Executive Engineer.

The performance of the Company was last reviewed in the Report of the
Comptroller and Auditor General of India — Government of Unron Territory of
Pondicherry for the year ended 31 March 2000. The review was discussed
(July 2004) by the Comrmttee on Public Accounts (CPA). The Committee
expressed its displeasure on the appraisal system of the Company and wanted
to know the position of collection of maintenance charges from the allottees.

The Committee also wanted to know whether other monitoring mechanismis,
viz., participation of Company’s nominee in the Board of Directors of the
" assisted units and obtaining physical and financial reports of these units for
ascertaining their financial position were being implemented effectively.

7.12.2 Scope of Audit

The performance review covering the operational performance of the Company
during 2002-03 to 2006-07 was conducted during November 2006 to April
2007. The records maintained in the Registered Office of the Company at
Puducherry and its unit offices at Mettupalayam and Karaikal were examined.

7.12.3 Audit objectives
The performance review was conducted with a view to ascertain whether:

» the Company ‘has prepared a well rounded plan for integrated
development of industries in the State : :

> ‘proper surveys and mvestrgatrons were carried out to- assess the
requirement of industrial plots by the entrepreneurs, mﬁastructure,
avarlabrhty of raw matenal market, etc.;

> lease rent, mamtenance and other charges were fixed _]lldlClOUSly and
were collected regularly from the allottees of industrial sheds and plots;
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> the project Ieports/apphcatlons for assistance were properly aporalsed :

before rendering the financial assistance;

» the dues of principal and interest were collected from the assisted units -

promptly so as to enable the Company to recycle the funds for further
industrial growth and _

- » - internal control mechanism was efficient and effective.

7.12.4 Audit criteria

The audit criteria adopted for assessing the achievement of audit objectives
were:

> Demsmns/guldehnes of the Government of Union Temtory and the

BOD of the Company;

» Targets and guldelmes fixed for development of industrial estates and
growth centres;

» Observations/recornmendations of the CPA;

Targets set. by the. Company for the recovery of principal and interest

~ from the assisted units;
» . Norms fixed for equ1ty partlmpatlon and loan assistance to assisted
units; and
> System of recover-y of various charges, viz., lease rent, maintenance

charges, etc., from the allottees and targets fixed for such recovery.
7.12.5 Audit methodology

The methodology adopted for attaining the audit objectives with reference to
audit criteria were examination and review Of' :

> -+ Industrial policy and directives of the Govemment of Union Territory
and minutes and agenda papers of the meetings of BOD;

> Land acquisition records and files relating to expenditure on industrial
estates, fixation of lease rent and its periodical revision, fixation of
various' charges recoverable from the allottees of industrial plots and

‘sheds;

> Target and budgets, files dealing with sanction of loans and their follow
up; - | '

> Management Inforrnatlon System relatmg to the recovery of principal

- and interest; and

> Issue of audit enquiries and interactions with the Management.
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‘_ = Audrr ﬁnrﬁrngs

Audit ﬁndmgs as a result of performance review were reported (August. 2007) ‘

. to the Management/Government and were discussed (September 2007) in the
- meeting of ‘Audit Review Commiittee on Public Sector Enterprises (ARCPSE).

The Secretary Industries Department Government of Union Territory of

B p‘Puducherry and the MD' of the Company attended the meeting. The views

- -expressed by the members during the meetmg have been taken into
consrderatron whrle ﬁnahsmg the performance rev1ew

The Audlt ﬁndlngs are drscussed in the succeedmg paragraphs
Fmaneraﬁ Performanee ‘ |
‘ 7 12. 6 Fmaneral posrman and workmg resuﬁrs

, | The - ﬁnancral posmon -and workmg results of the Company up to
2006-07 are given in the Appendrces 7.5 and 7.6. The net worth of the

o Company increased from-Rs 80.02 crore in 2002-03 to Rs 167.48 crore in -

- 2006-07 (Appendrx 7.5). The Company also earned profit during the
vpemod of review (Appendrx 7.6). : The interest on term loans, which is tbe

main source of opera’uonal income, however, decreased from Rs 6.54 crore
~.in 2002 03 to'Rs 4 74 crore in 2006=-07 ' :

7.12.7 Sources and uses oﬁ' ﬁ‘unds

”'The Company arranges its funds mamly through equrty/recerpt of grants
from GOI/the Government of Union Territory ‘of Puducherry (GUTP) and
- from recovery of loans and interest thereon, which are used for achievement

- of its objectives. The budgeted and actual inflow/outflows during the period - |

© from 2002-03 to 2006:07 are grven in Appendrx 7.7. It could be seen from_‘ '
 the Appendrx that: - . '

> 'The Company did not receive the antrcrpated assistance from the

 Government of Union Temtory in the form of equity capital except in -

’200506 : ) _ T

< The recerpt of grants from ‘the GOVGUTP declined from

Rs 2.85 crore in 2002-03 to Rs'1.11 crore in 2004-05 and no grant was

received in 2005-06 as the rmplementauon of the GOI schemes such as

" Growth Centre and ASIDE ‘scheme were moving at snail’s pace. The

- Company, however, received grant of Rs 55.70 crore from the GUTP in

2006-07. for' the purpose of setting up of Spec1a1 Economlc Zone at
: Sedarapet and Karasur. '

> The budgeted recovery of interest every year remamed stagnant for the
' * last five years.” There was, however,. shortfall- in the recovery of
interest, which varied from 6.57 to 32.29 per cent. The stagnant targets
and - shortfall in the recovery of mterest reflect poor collectlon.,

' efficrency
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»  There was shortfall in achievement in respect of target fixed for
' spending under area development and maintenance of industrial estates,
which ranged between 80.58 and 98.09 per cent of the targets.

»  The Company has not ventured into the activities viz., investment in
shares, venture capital fund, housing, leasing/hire purchase schemes, etc
during the review period though the Company had budgeted for Rs 5.25
crore and Rs two crore in 2002-03 and 2003-04 respectively. ’

7.12.8 Development of imdﬁstriaﬁ,estates '

The Company has developed three industrial estates, two. information
technology parks and one industrial growth centre so far (September 2007).
The plots and work sheds in these estates/parks were allotied to the
entrepreneurs either on. premium lease'? or annual lease basis. It was
noticed that the Company had not planned for the integrated development of
industries in the Union Territory. During the period under review, the
Company developed only one industrial growth centre at Karalkal partially
as dlscussed in paragraph 7.12.9. -

The details of industrial estates/mformatlon technology parks/growth
centres developed along with details of land acquired, plots/sheds developed -
and allotted till August 2007 are given below:

) : ' ' Total Total Allotment Vacant
Si. Name of the Industrial acL?:il:ﬂe d iﬁ:rg . plots. | sheds — -
No. Estate (in acres) | fion develo- | develop- | Plots | Sheds | Plots | Sheds
: ped ped

1. | Kirumambakkam (KIE)- 2500 | 1975 14 8 148 -
2. | Mettupalayam (MIE) 168.00 | 1976 | 415 | 8 | 415 | 8 | - | -
3. | Sedarapet (SIE) 6200 | 1982 | 187 — | 187 | -

Thirubuvanai Electronic | ' _ . ' , .
4, Park (TEP) 52.00 1999 ,123 8 111 8 12 -

Information Technology - | - o
5| Park; Pillaichavady =~ 1800 1. ]999_ o 28 - 23 - 5

: Induémal Growth Centre, :

.| Raraikal (Phase-1A) 196 2003 | 74 17 | 57 | -

Source:. Particulars furnished by the Company.
* Since February 2007 o **  Since July 2007

1t could be se_eh from the above that the Company is yet.to allot 57 plots in
the Industrial Growth Centre, Karaikal even after completion of centre four
years (December 2003) back mainly due to lack of demand for plots.

7,ﬁ2,9~ﬁndustrﬁaﬁ Growth Centre, Karaikal A
The GOI announced (1988) setting up of 100 growth centres throughout the

-country in a five year period i.e., before 1993, Karaikal, being a backward

2 Premijum lease means lease for a period of 99 years.

™
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Delay in completion -

“of the project
" resulted in cost
. overrun of Rs 2,28
" crore o

: Selection of locatlon )

‘without conducting

 feasibility study and |

~ market survey .
- .resulted in Iack of -

" demand of plots in -

~ the growth centre -

| area, was. selected (.luly 1988) as one. of the srtes for the purpose The

Company -was “appointed- (November - 1990) as the nodal agency - for

v executron of the growth centre at Karaikal. -

_ GUTP gave approval (August 1991) for estabhshment of the growth centre. at
- Keezhaiyur village (North and South) in Karaikal at a cost of Rs 19.70 crore. -
- The GOI and GUTP were to give grant of Rs 10 crore each for this work.
o When the 1 process for acqulsmon of the land was started (March 1994), it was o
- noticed that the land identified in KeezhaJyur v1llage had considerably reduced '
“'_mamly due to sale of land by land owners to various entrepreneurs for | aqua
cultural activities. Consequently, the Company changed (May.1997) the
- proposed. location of the growth centre to Polagam village at Karaikal and

submiitted a revised project report for Rs 25 crore without carrymg out any

E feasibility study and ‘market survey The vrevrsed ‘project was approved
: /(October 1997) by the GOI ’ o : n -

" The development work of the growth centre was to be completed by March '
- 1999 in three phases. (Phase=lA _Phase-IB and Phase-II).  The Company
. -vacqulred (April to July 1999).596.65 acres of land in Polagam village at a
- cost of Rs'5.73 crore against the originally estimated (during 1997) amount
- of Rs . 3.85 crore. - The development work under Phase-IA covering 196
. acres was completed (2003) at a cost of Rs 14.43 crore leaving some minor
’ works on water and sewerage plant.- The work on the other two phases has -
“not been taken up so far (August 2007) ’

- The delay in completron of the: pro]ect resulted in cost overrun of Rs 2.28
- crore over the estimated project cost for Phase-IA. The actuals would . far
L ”‘exceed the estimate for all the three phases : :

- As against 74 plots developed at a: cost of Rs 10. 61 crore . for allotment
- (December 2003) under Phase-IA; only 17 plots had been allotted (November
-2005). As there was no further demand, the remammg 57 plots could not be
~ allotted, so' far (September 2007). 'In view of poor response for industrial plots
" in the growth centre, the Company decided (September 2006) to drvert 300to -
. '400 acres of land to the port based Specral Econonno Zone

‘" The Management stated (September 2007) that the w1thdrawal of sales tax

concessions, lifting of 25 per’ cent” investment - subsidy, changes in

o Government policies and mtroductron of uniform tax were the reasons for -
* poor off-take of- the plots. It was further stated that demand for the

. industrial . plots was expected to- 1mpr0ve once the allotment of plots was

" converted from annual lease to premium lease. The fact however, remains
- that the Company’s selectron of site for growth centre at Karaikal appears to
- be unsatisfactory as there were no. takers for 57 plots in Phase-IA since
. November 2005. This argument.is strengthened by the fact that Phase-lB ‘
'and Phase-II were not taken up as of August 2007 ' v a
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The Company failed
to review and revise
the lease rent
periodically resulting
in loss of revenue

Audit Report for the year ended 31 March 2007
Maintenance of industrial estates

7.12.10 Non revision of the lease rent

The work sheds in Mettupalayam Industrial Estate (MIE), Kirumambakkam
Industrial Estate (KIE) and Thirubuvanai Electronic Park (TEP) were
allotted to the entrepreneurs on monthly lease rental basis. The lease was
initially for a period of three years and renewable after every three years.
The Company did not have a system of revising the lease rent periodically
for the work sheds.

Audit scrutiny revealed the following deficiencies:

> After fixing the initial rent in 1976 for work sheds in MIE, the
Company took 17 years to carry out the first revision of the rent (May
1993). The lease rent was further revised after four years (May 1997)
followed by another revision after seven months (January 1998). There
has been no further revision of lease rent so far (August 2007).

> In respect of work sheds in KIE, the Company took seven years for the
first revision (1982). Subsequently, the lease rent was revised (April
1996) after 14 years and again after five years (September 2001). There
has been no further revision of lease rent thereafter (August 2007).

> In case of TEP, the lease rent was revised only once (January 2001).
There was no revision of lease rent thereafter (August 2007).

> The terms and conditions of the allotment of sheds and plots did not
include a penal clause for default in payment of rent. In the absence of
any penal clause, arrears of lease rent, which was Rs 40.49 lakh as on
31 March 2002 increased to Rs 1.35 crore by 31 March 2007.

The Management stated (September 2007) that the revision of lease rent for
plot/sheds would be submitted to the BODs after the receipt of guidelines
for value/market value of land from the Revenue Department.

Thus, due to non-revision of the lease rent periodically, the Company failed
to earn reasonable revenue.

7.12.11 Non revision of the maintenance charges

The Company was recovering the maintenance charges at the rate of 30 paise
per square metre per month since April 2000 in respect of MIE and SIE. It was
noticed that while arriving at the maintenance charges to be recovered from
allottees, the Company did not take into account salary and allowances paid to
staff engaged on the maintenance work. The reasons for non-inclusion were
not on record. Further, the maintenance charges were to be revised after two
years. No revision has, however, been made so far (August 2007), even though
there has been increase in the maintenance expenditure.
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-Failure to revise the

rate for maintenance
charges periodicaily
“and non-inclusion of
salary and allowances
of maintenance staff
while arriving at the
maintenance cost’
resulted in loss of
Rs 2.21 crore
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It was noticed that as against the "maintenance expenditure of Rs 2.7]1 crore

' (excluding Rs 1.11 c¢rore towards salaries and allowances of  the

maintenance staff, which has not been included by the Company in the -
maintenance cost) incurred during 2000-01 to 2006-07, the Company had

demanded only Rs 1.61 crore as maintenance charges leaving balance of
Rs 1.10 crore un-recovered. Thus, due to non-revision of the rate for
‘maintenance charges penodxcally and by not including salary and allowance

of the maintenance staff while amvmg at the maintenance cost, the

" Company suffered a loss of Rs 2.21 crore'®. Even against the demand of
- Rs 1.61 crore, it could collect only Rs 60.59 lakh so far (September 2007). -

‘The Management_ stated.(September 2007) that the maintenance charges were

collected whenever the units approaChed the Company for various services.
The reply indicates that there was no effective system of ‘recovering the -

- maintenance charges. This resulted i in increase in the arrears of maintenance
- charges and it stood at Rs one crore as on 31 March 2007. Further, the
. Management did not reply to the.non-inclusion of salary and allowances of the
B staff engaged on the mamtenance work Whﬂe amvmg at the mamtenance cost.

71212 Assnsmnee to States for Beveﬂopmg Export

anmstmcmre and AHEaed Activities Scheme

The GOI launch_ed-,(March 2002) a new scheme titled “Assistance to States for
Developing Export Infrastructure and Allied Activities” (ASIDE). The

‘objective of the scheme was tb_ involve the states in export promotion by
- providing assistance for creation of infrastructure for the development and

growth of exports. Funds for creation of infrastructure for-export like creation

-~ of new export promotion industrial park, equity participation in infrastructure

projects, development of roads connecting the production centres with the
ports, etc., were to be provided by the GOI to the State Level Nodal Agency
nominated by the State Government for the purpose. The Company was the
nodal agency for the unplementatxon of this scheme in the GUTP.

>  The Company 1dent1ﬁed (May 2003) a prOJect viz., settmg up of an

Export Facilitation Centre (EFC) in-a prime land owned by the
Company at Jawaharlal Nehru . Street, ‘Puducherry to provide market
_intelligence ‘on the export opportunities and guidance on export
procedures at an estimated cost: of Rs one crore. "The project was
approved (August 2003) by State Level Export Promotion Committee
(SLEPC). . The Company decided (September 2004)) to change the
- design of the building and approval for the revised design was received
“only in September 2006 from SLEPC. The contract for construction of
the building is yet to be awarded (September 2007). An expenditire of
Rs 4.40 lakh enly has been mcurred on the pI'OJCCt so far (September
2007).

Rs 2.71 crore plus Rs 1.11 crore m;‘nzts. Rs 1.61 crore
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» The GOI sanctioned (during 2002-03 to 2006-07) Rs 12.20 crore under
the scheme but released only Rs 4.50 crore during 2002-03 and 2003-
04. As the Company could not utilise this amount fully, no further
funds were released by the GOI.

» It was noticed that the Company incurred (September 2006) Rs 1.90
crore on acquisition of land for setting up of a Special Economic Zone
(SEZ) at Sedarapet and Karasur. Audit scrutiny revealed that the
Company diverted Rs 73.31 lakh for construction of a boundary wall at
the Information Technology Park, Pillaichavady and an industrial shed
at Electronic Park at Thirubuvanai, which were not covered under the
objectives of the scheme. The balance unutilised amount of Rs 1.82
crore was kept in fixed deposits.

The Management stated (September 2007) that two new works viz.,
construction of two buildings at Electronic Park, Thirubuvanai and
improvement to the existing BT Road at MIE at a cost of Rs 4.33 crore would
be taken up and funds would be utilised. The reply is not tenable as even these
two works are also not covered under the objectives of the scheme.

Thus, the Company was able to utilise only Rs 1.94 crore on the projects related
to the scheme resulting in the non-achievement of the objectives of the scheme.

7.12.13 Equity participation

During the period under review, no equity participation was made by the
Company. The Company had equity holding of Rs 74.37 lakh in nine units as
on March 2006 against which the Company made a provision of Rs 55.64 lakh
towards diminution in value of investment in their accounts (accounts for
2006-07 are yet to be finalised). The Company had not evolved any
disinvestment policy so far (April 2007), though it was pointed out in the earlier
review. It was noticed that the Company has not nominated its nominees on
the BODs of the units despite recommendations of the CPA to do so. As a
result, the Company did not have monitoring mechanism to watch the
performance of the units in which the Company had invested in equity shares.

7.12.14 Term loan assistance

Industrial promotion

The Company provides term loan assistance for setting up of new industrial
units as well as for expansion, modernisation and diversification of the
existing units. On receipt of application along with detailed project report
from the intended beneficiary, the Company conducts technical and
financial appraisals to assess the economic viability of the project. Loans
upto Rs five crore for a project are sanctioned by the Company. Loans are
required to be disbursed after verifying the genuineness and adequacy of
securities provided by the borrowers.

118



Chaptel VII— Government Commerczal and T radmg Actzvttzes

The details of:num‘ber of units assisted, amount of loan budgeted and

~ disbursed by the Company during the last five years are given below:

(Rupees in crore)

vor | Nl | puggsaoan | Lo bt | g P
- @ ®3) @ - 6
2002-03 - ) 1200 | 13.85 : 11542 -
2003-04 © 63 | 1200 | 1261 | ° 10508
2004-05 | 54 1350 | 1176 |- 87.11
2005-06 sl 1350 . | 1311 N 97.11
2006-07 49 - 9.00  8.83 . 9811

Source: Data furnished by the Company

It could be seen from the table thét tﬁe number of units" assisted by the
Company in a year-steadily declined from 92 in 2002-03 to 49 in 2006-07.

- During 2002-07, the percentage of disbursement ranged between 87.11 per cent

to 115.42 per cent.
7 12 15 Sanctiom and disbursemem

Details of loan sanctxoned and disbursed durmg 2002-03 to 2006 07 are

‘given below

Rupees in ¢crore)

2002-93 ©2003-04 S 200405 2005-06 2006-07
Number | Amount | Number | Amount | Number | Amount |Number|Amount |Number| Amount
- Applications

‘pending as on
1 April

22 | 940 | 13 | 691 | 26 | 1487 | 19 | 1275 | 29 | 1668

-Applications
sreceived during the

year

99 | 4241 | 90 | 33037 72 | 3517 | 73 | 4126 | 80 | 19.05

Rejected/ withdrawn 16 . 18.64. 14 6.92 25 1 1642 12 13.80 22 2.38

Sanctioned - 92 23.80 63 | 1657 54 1515 | 51 | 2283 | 49 | 12.09
Applications 13 691 26 14.87 19 1275 | 29 1668 | 38 | 2125
pending as on o ’ :

31 March : _

Disbursement 13.85 - ' et | - 1.76 | 13.11 8.83

_ Source: Data furnished by the Company

It will be seen from the table that the number and amount of loans sanctioned
were declining, which was stated to be due to the stiff competition from banks,
who were advancing loans of higher amounts at lower rate of interest.
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Failure to scrutinise
the project reports to

- ensure profitability
and marketability of
products, sanction of
loans to loss
incurring units and
failure to ensure
‘availability of -
sufficient working
capital by units
resuited in non-
recovery of dues
amounting to Rs 5.48
erore.

Out of 263 cases of loans sanctioned during the period, 96 sanctions were
scrutinised in audit. The following pre-sanction defects were noticed in six
cases as detailed in Appendix 7.8 resulting in non- recovery of overdues to
the extent of Rs 5.48 crore.

» Project reports not scrutinised thoroughiy to ensure feasibility,
profitability and marketablhty of the products and availability of raw

materials.
> Sanction of 'loans when the units were incurring heavy losses.
» Failure to ensure availability of sufficient workmg capital by the units,
- which sought the loans.

A case of non-recovery of overdues on account of defectlve pre-sanction

appraisal is discussed below:
7.12.16 . Jayapmkas_h Co-operative Spinning Mills Limited

The Company sanctioned (March 2003) and disbursed a loan of Rs four crore
to a unit (a Co-operative society registered under the Pondicherry Co-operative
Societies Act, 1972 ) to settle the high interest bearing loans availed by the unit

from the banks. The unit repaid the major portion of the said loan well in

advance and requested (January 2005) the Company to sanction a short-term
loan of Rupees two crore to meet its working capital requirement. The loan
was sanctioned (March 2005) and it was to be repaid in 12 quarterly

- instalments- commencing after a moratorium period of three months from the

date of disbursement. The loan was dlsbursed in May 2005

It was noticed that at the time of sanctlomng of short-term loan, the unit was
incurring losses and this fact was ignored while sanctioning the loan.
Consequently, the unit defaulted (April 2006) in repayment of the first
instalment of principal and interest and as on 31 May 2007, the dues against
the unit accumulated to Rs 1.74 crore (prmczpal Rs 1 .44 crore plus interest
Rs 0. 30 crore).

The Management stated (September 2007) that the short term -loan was
sanctioned in good faith to the unit as the unit had assured to repay the loan

- immediately on receipt of the grant-in-aid or share capital from the GUTP, as
was done while settling the earlier loan. As such the Company did not secure

its loans. It was further stated that the Company was taking steps to take up the
matter with the GUTP for initiating action to settle the short term loan availed
by the unit. The reply is not tenable as when the short term loan of Rupees two
crore was sanctioned to the unit in March 2005, it was incurring losses, which
should not have been ignored while sanctioning the said loan. Further, there
was no guarantee/assurance from the GUTP that it would extend grant-in-aid to
the unit. Thus, non-follow up of security norms while sanctioning the loan to
the unit resulted in non-recovery of dues of Rs 1.74 crore.

120



- Poor monitering and
- follow upof =
" outstanding dues -
“ resulted in non-
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. amounting to
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--712.17 o M@mt@rmg amﬁ follow uﬂp et" the assrste«i umts

The follow-up of dues commences from the due date for the payment of first -

instalment of interést and ceases with the drschargrng of loan accounts.-

. There is no codified procedure in the Company for monitoring and follow
- up of recovery from the assisted units. The following procedure, however,
- 'was bemg followed by the Company

> ‘The assrsted urnts had to submit half yearly/annual audited statement of

‘accounts 80 as to monitor  their performance by the Company. . Only
few umts were submrttmg the statement of accounts to the Company.

> The officials of the Company had. to visit the units. The Company, .

L however did not. prescnbe any periodicity for such visits and also
~ did not maintain any. record to watch the number of visits and the
N amount recovered asa result of such vrslts '

In the- absence of gurdehnes for momtormg the follow-up actions. and
mamtenance of any record to watch the inspections carried out, the

- . effectiveness of monitoring and fo]llow=up could not be ensured in audit. ‘It
" was also noticed that in majorrty of the cases there was abnormal delay in

takmg possession of the units under Section 29 of the SFC Act and also to

_ 'auctron the seized assets

E ,Durmg the test check it was notrced that poor monitoring and follow-up
. during - the - period’ resulted’ in non-recovery of - dues amountmg to

Rs 10.79 crore (Appendix 7.9). . Some of these cases are discussed in the B

' "succeedmg paragraphs |
'} "7 12 18 ‘ Reharzaar Merh Pﬁastucs Ehdna (]Prwate} ]’ernted

A term loan of Rs 94 59 lakh for the manufacture of disposable syringes was
~ disbursed (February 1998 to July 1999) to the unit. - The unit commenced -

production in June 2000. The performance of the unit was not satisfactory
from the beginning as the unit was operating below capacity for want of

- sufficient working capital. ' The unit defaulted (June 1998) in payment of the

interest and also defaulted (February 1999) in repayment of principal from

the ﬁrst instalment.

The Company took possess1on (Se]ptember 2000 to July 2006) of the unit as

' many as four times for non-payment of the dues, but, released the same on
- the assurances-given by the unit to settle the dues and on receipt of paltry
- sum ranging ffom Rs two'lakh fo Rs five lakh. However, the unit did not

" honour its assurances and cheques received from the unit were also

dishonoured on many occasions. The.dués recoverable from the unit

*‘mounted to Rs 4.12' crore (including interest of Rs 3.17 erore) by March -
'2007. The Company decided (March- 2007) to seize the assets but again

deferred the same based on the request (March 2007) of the unit.
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The Management stated (September 2007) that if the seized assets were put
to auction, the Company could realise only part amount and for the balance,
the Company had to resort to recovery either under the Revenue Recovery
Act or under civil suit, which would take its own time. The Company
further stated that it had offered an One Time Settlement scheme (OTS) to
the unit to be settled by 31 December 2007 and the unit was expected to
avail the same. The reply is not tenable as the decision to release the assets
(between September 2000 and July 2006) after getting assurance for
payment of dues was not justified as the unit has never fulfilled its assurance
of payment. Further the unit has not availed of the benefit of OTS so far
(September 2007).

Thus, failure to seize the assets in spite of repeated dishonour of cheques
received from the unit and its non fulfillment of the commitment to settle
the dues resulted in mounting of arrears to Rs 4.12 crore.

7.12.19 Sree Krishna Modern Rice Mill

The Company extended (July 2000) a term loan of Rs three lakh and a working
capital loan of Rs 20 lakh to this existing unit at an interest rate of 15 per cent
per annum for modemisation of the rice mill. Against this, the unit availed
Rs 1.88 lakh towards term loan and Rs 20 lakh towards working capital loan
between October and December 2000. As per terms and conditions of the
sanction, these loans were repayable in 20 quarterly instalments commencing
after a moratorium period of six months from the date of first disbursement.
The unit defaulted in repayment and requested (February 2004) for
rescheduling of the loans. Despite rescheduling of the loans (April 2004), the
unit continuously defaulted in payment of the dues on the grounds of scarcity of
working capital and non availability of raw material due to failure of monsoon.
The unit also complained about high rate of interest charged on the loan as the
main reason for its mounting interest burden. Even though, the overdues
accumulated to Rs 37.40 lakh (principal Rs 21.63 lakh and interest Rs 15.77
lakh as on 31 March 2007), the Company failed to take possession of the assets
of the unit under Section 29 of the SFC Act, 1951. The Company, however,
under a general OTS scheme valid upto 31 December 2007, made (July 2007)
an offer whereby the unit was to pay Rs 25.57 lakh (principal of Rs 21.63 lakh
and 25 per cent of interest amounting to Rs 3.94 lakh) with 30 per cent of the
principal amount payable upfront before 31 August 2007. The unit did not
make the upfront payment by the due date.

The Management stated (September 2007) that the promoter of the unit had
agreed to settle the dues as per OTS and he was informed that in the event of
failure, the action under Section 29 of the SFC Act, 1951 would be taken.
The fact, however, remains that the unit had not paid the upfront amount of
Rs 6.49 lakh by 31 August 2007 and the Company had not initiated any
action under Section 29 of the SFC Act, 1951 so far (September 2007).
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7. m 2@ ~ Babu Modern Rice Mill

The unit availed x(December_ 1994) a term loan of Rs 19 lakh and wbr]king
capital loan of Rs 6.50 lakh for setting up of a Modern Rice Mill (MRM) at

Nettapakkam Commune, Puducherry -The unit was sanctioned (October

1998) another term loan of Rs 11 lakh and workmg capltal loan of Rs 15.50

* lakh for modernisation of the MRM

Since the unit defaulted in repayment of loans and interest, the assets were

~ taken over (28 March 2005) under Section 29 of the SFC Act by the

Company. But the assets were handed over back (30 March 2005) to the’
promoter on receipt of Rs seven lakh and assurance to settle the balance
dues. The unit, however, did not honour its commitment.

- The Management stated.(September 2007) that thé promoter had agreed to
‘clear the dues under OTS and: remitted (August 2007) Rs 10.87 lakh as

upfront payment under OTS. If the unit failed to settle the balance OTS

amount by December 2007, the recovery action wouldl then be mmated

. ‘7 1221 Rec@ven'y perﬁ"wmame

‘ The principal ‘amount and lnterest are collected on quarterly ba51s from the
~ loanees. Amount collected asa result of recovery of principal and interest is _
- ploughed back for the activities of the Company, which in turn earn further

revenue to the Company. The Company fixes arinual targets for the recovery of
principal and interest on consolidated basis. The targets fixed and actual
realisation there against during the period 2002-03 to 2006-07 are given below:

- (Rupees in clrmre)

Data furnished by the Company =

~ Ason Dues (including overdues) . Target " | Targetasa | - A Collection .
March | Frincont | st | Tota || PR | PO | actnt | e | ercnas
2003 | 2822 | 4353 | 7175 |  18.00 125.09 17.99 99.94 - 25.07°
2004 3103 | 4428 | 7531 19.00 12523 16.88" |  88.84 2241
2005 | 31.98 | 4583 | 77.81 19.00 2442 | 1735 | 9132 12230

2006 | 3321 | 46.05 | 7926 "19".(_)0- 12397 | 14.19% 74.68 17.90
2007 32.58 48.52 | 81.10 | . 20.00 . 24.66 14.637 | . 73.15 - 18.04

Source: v '

| '_'It. Will be. seen from 'th‘e ."aAEvoV(e ihét, the target fixed was " almost stagnant
(Rs 19 crore) over the years and ranged from 23.97 per cent to 25.23 per cent

of the total dues. The total amount collected as a percentage of target declined
from 99.94 in 2002-03 to 73.15 in 2006-07.. The percentage of amount

*Excluding amount of Rs 4.26 crore received on foreclosure of loans.
.Excluding amount of Rs 50.20 lakh received on foreclosure of loans.
- Excluding amount of Rs 3.03. crore received on foreclosure of loans.
* Excluding amount of Rs 7.45 crore received on foreclosure of loans.
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collected to the total dues also declined from 25.07 in 2002-03 to 18.04 in
2006-07.

The Management stated (September 2007) that to improve the recovery, it
was in the process of setting up of a recovery wing and higher recovery
target would be fixed in the ensuing years. The reply is not acceptable since
the stagnant targets and declining trend of actual collections led to ever
rising accumulation of dues reflecting poor efficiency of the organisation.

7.12.22 Non performing assets

Reserve Bank of India stipulated (April 2001) new norms for recognising
the non-performing assets (NPA) as per which the asset of a financial
institution would be treated as non-performing if interest and/or instalment
of principal remained unpaid for more than 180 days with effect from the
year ending 31 March 2002.

The details of NPA, as per above norms, for the five years ending 2006-07
are as under:

(Rupees in crore)

Type of assets 2002-03 2003-04 2004-05 2005-06 | 2006-07
Total assets/loan balance 54.88 53.41 53.68 54.88 46.33
Less: Standard assets 30.54 2941 28.31 23.46 18.15
Non performing assets 24.34 24.00 25.37 31.42 28.18
Percentage of NPA to 44.35 44.94 47.26 57.25 60.82
total assets

It could be seen from the above details that the NPA which stood at
Rs 24.34 crore at the end of 2002-03 increased to Rs 28.18 crore at the end
of 2006-07. The NPA increased to 60.82 per cent (March 2007) of the total
assets from 44.35 per cent (March 2003), which is abnormally high and
does not indicate a healthy trend.

The Management stated (September 2007) that to improve the recovery
performance and further reduce the NPA, it had adopted the one time
settlement scheme from time to time and had again reintroduced the one
time settlement scheme to be availed by the units before 31 December 2007.
The Company added that it expected considerable reduction in NPA with
the introduction of the scheme. The reply is not acceptable since it is not a
financial prudent policy to first allow the arrears to mount and then
introduce OTS routinely from time to time.

7.12.23 Internal control system

Internal control is a management tool to ensure that the objectives are
achieved in an effective and orderly manner, assets are safeguarded and
rules and procedures are complied with. The internal controls prescribed in
the Company were not effective as discussed below:
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The time frame prescribed by the Company for processing. of the applications |

for loans ranged from 15 to 30 days depending upon the quantum of the loan.
It was noticed that during the four years ending 2005-06, the Company had
taken six to' 12 months to  process 19 applications for assistance of Rs 13.10
crore and more than 12 ‘months to process 24 applications for assistance of -
Rs 13.47 crore out of 356 applications received. The Company has not
analysed the reasons for taking such a long time for processing the applications
and taken effec’uve steps to reduce the processing time.

- Only sanction files relatmg to assrstance of Rs 25 lakh and below are routed

through the Finance wing of the Company, while cases above Rs 25 lakh are
kept out of the purview of Finance wing. This is a serious internal control lapse
since financial aspects involved in the sanction of high value loans would not

- - be analyséd unless the sanction-ﬁl_es are routed through the Finance wing,

"Thus, the internal control mechanism has to be strengthened to avoid

abnormal delay in processing of the applications and to ensure that loans are
sanctioned only for viable proj ects duly scrutinised by the Finance wing.

7.12.24 Coneﬁnsnon
The conmbu’non of the Company towards the industrial growt]h in the Umon

Territory of Puducherry was on the decline. The Company has not prepared an
integrated plan for the industrial development of the area. The Company has
developed only one growth centre at Karaikal during 2002-03 to 2006-07.
Delay in development of growth centre resulted in time and cost overruns.
Failure to carry out feasibility study and market survey before selecting the

location for growth centre resulted in lack of demand for plots from the units.

The Company failed to review and revise the lease rent periodically resulting in

“loss of revenue. Failure to revise the rate for maintenance charges periodically

and - non-inclusion of salary and allowances of maintenance staff in the
maintenance rates resulted in loss ‘of revenue. The defective pre-sanction
appraisals of the projects and ineffective follow-up and monitoring of the

~assisted units by the Company resulted in non-recovery of overdues and

increased Non-Performing Assets. The internal control system in the Company
was not effectlve : :

Recommendations

- » . The Company must take a proactive role in industrial development

of GUTP through aggressive publicity and more easier paper work
and liberalised rules if it has to compete w1th banks. .

» = The Company should learn from mistakes made in selection of sites.
of growth centres and industrial estates. Fact is that there are no
- takers for plots. Though loans are ‘given and available, the
- beneficiaries default in payments, whlch means that selection of
' beneﬁcranes was not correct.
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> The Company should revise the lease rent and malmenance charges |
periodically so that the Company is not put to financial losses

> Existing and successful ‘units should be encouraged to expand.
' Further new units should be monitored to see whether they have
started producnon or the owners are using plots orly for investment.

P The Company has to strengthen the monitoring and follow-up
procedure to ensure timely recovery of its dues and reduce the non-
performing assets _ '

: L (SHANKAR NARAYAN)
Chennai, ' . Principal Accountant General (Civil Audit)
- The ‘ - Tamil Nadu and Puducherry.
'Countersigned .
New Delhi, S . (VINODRAD + |

- The o e Comptroller and Auditor General of Indla.,
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: Appendm 1.1
(Refferenee Paragraph 1.1; Page 1)

Part A: Layout of FmanceAcccnnts

Statement

Statement
Statement

Statement

Statement

Statement

Statement

Statement

Statement

Statement

Statement
Statement

Statement

Statement

Statement

: Statement

Presents the summary of transactrons ln the Consohdated and
Contlngency Funds. '

Contams the summarised statement of capital outlay  showing

progresswe expendlture to the end of the ﬁnancral year.

Contains the summarised debt posmon showmg recerpts repayments
and current balance. :

Contain_s the summary of loans and advances by the Govemnment.

~ Contains details of gnarantees'given by the Government of India on

- behalf of the Government of Puducherry.

- 'Contingency Funds

‘10

1
12
13

14

15

16

Contains - tbe summary of balances under 'Ccnsclidated and

’Contalns the revenue and expenditure under different ]heads as a
_ percentage of total revenue/expendlture

* Shows the distribution between charged and voted expenditure.

Contains detailed account of revenue by minor heads.

Contains i_detailed account of revenue expenditure by minor heads.

‘Contains detailed account of capital expenditure by minor heads

incurred during the year and the expenditure to the end of the year.

Contains details of investments made in Government companies and v
co-operative institutions up to the end of the year.

Contains capital and other'expenditure and the principal sources of
funds for such expenditure.

Contains ‘details of recelpts, drsbursements and balances under debt
loans and advances and Contlngency Fund.

Contains detailed position of debt.

Contains details of loans and advances by the Government,
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Appeﬁndnx 1.1

(Refereme Pamgmph 1.2; Page 4) -

Part B : List of terms used in the @hapter I and basis of their caleulation

Terms

Basis of calculation

| Buoyancy of a parameter

Rate of Growth of the parameter/
GSDP Growth

Buoyancy of a parameter (X)
with respect to another ]parameter

¥)

Rate of Growth of parameter (X)/
Rate of Growth of parameter (Y)-

Rate of Growth (ROG) [(Current year Amount /Previous year Amount) 1]*
S 100 , '
Development Expenditure Social Services + Economic Services
Interest spread GSDP growth — Weighted Interest Rate
Interest received as per cent to | Interest Received/ [(Opening balance + Closing
| Loans Outstanding balance of Loans and Advances) / 2]*100
Revenue Deficit Revenue Receipt — Revenue Expenditure
Fiscal Deficit - Revenue Expenditure + Capital Expenditure + Net
: Loans and Advances — Revenue Receipts —|
Miscellaneous Capital Receipts '
Primary Deficit . Fiscal Deficit — Interest payments
| Weighted Interest Rate (Average Interest ~ payment/[(Amount of prev1ous year’s
interest paid by the UT) . - | Fiscal - Liabilities. + Current year’s Fiscal
2 - Liabilities) / 2]*100 '
| GSDP GSDP is defined as the total income of the State or |

the market value of goods and services produced

using labour and all other factors of production
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Appendix 1.2

(Reference: Paragraphs 1.2 and 1.7; Pages 4 and 19)

Time series data on Union Territory Government fimances

(Rupees in crore)

2002-03

. 2001-02 2003-04 2004-05 2005-06 .2006-07
Part A. Receipts . :
. §1. Revenue Reeeipts 1,073(84) | 1,185(83) 1,303(83) 1,631(82) 1,802(84) | I,884(81)
(i) Tax Revenue 269(25) | 276(23) '353(27) 404(25) 479(27) 570(30)
Taxes on Sales, Tradc ctc 160 || -~ 150 203 . 246 304 365
State Excise 76 . 88 106 110 125 144
Taxes on vehicles 19 22 23 24 26 29
Stamps and Registration fees and other taxes 14 16 - 21 24 24 -32 .
f(if) Non-tax Revenue ) 302(28) 412(35) 454(35) 501(31) 511(28) 550(29)
i(ii1) Grants=in-aid from Government of Indla 502(47) 497(42) 496(38) 726(44) 812(45) 764(41) -
2. Miscellaneous Capital Receipts - - | -- |- - -
3. Total Revenue and Non debt capital receipts (1+2). 1,073 - 1,185 1,303 1,631 1,802 1,884
4. Recoveries of Loans and Advances 6(1) - 6(1) 6(0) 6(0) . 6(0) 8(0)
5. Public Debt Receipts : 193(15) 230(16) 268(17). 348(18) 353(16) 444(19)
. Loans and Advances from Government of lndla 193 230 - 268 348 353 444
“#6. Total receipts in the Consolidated Fund (3+4+5) 1,272 1,421 1,577 1,985 2,161 2,336
7. Total receipts of the Union Territory 1,272 1,421 1,577 1,985 2,161 2,336

“fPart B. Expenditure/Disbursement | :

" i8. Revenue Expenditure 1,099(86) | 1,151(84) | 1,294(85) | 1,573(84) | 1,794(83) | 1,927(81)
Plan 246(22) 272(24) 332(26) 431127 646(36) | 698(36)
Non-plan . 853(78) 879(76) 962(74) | 1,142(73) | 1,148(64) | 1,229(64)
General Services (including interest payments) 223 - 249 -295 343 381 463
Social Services 319 . 361 411 579 684 - 701
Economic Services . 554 - 538 585 648 726 759
Grants-in-aid and contributions 3 3 3 3 3 4

9. Capital Expenditure 119(8) | 148(11) 146(10) 193(10) 289(13) 360(15)
__Plan 121 147 145 . 195 290 356
Non-plan (-2 1 1 (-)2 (-)1 4
General Services 15 20 11 15 26 33
Social Services 22 40 44 65 94 75
Economic Services 82 88 91 113 169 252
10. Disbursement of Loans and Advances ‘ 7@ . 5(0) 5(0) 5(0) 4(0) 3(0)
‘W11, Total (8+9+10) 1,225 1,304 1,445 1,771 2,087 2,290
12. Repayments of Public Debt - 54(4) 61(4) 69(5). 107(6) 86(4) 97(4)
Loans and Advances from Government of India 54 61 69 107 86 97
13. Total disbursement out of Consolidated Fund (11+12) 1,279 . 1,365 1,518 1,878 2,173 2,387
14. Total disbursement by the Union Territory 1,279 1,365 1,515 1,878 2,173 2,387
IPart C. Deficit/Surplus : :
15. Revenue surplus / deficit (1-8) (-)26 . (+) 34 (+)9 (+) 58- )8 (-) 43
16, Fiscal deficit (3+4-11) (-) 146 (-y113 (-) 136 (-) 134 (-)279 (-) 398
tiPart D. Other data
17. Interest payments (included in revenue expenditure) 101 - 116 134 153 171 187
18. Arrears of revenue (Percentage on Tax and Non-tax Revenue 67(12) |. 77(11) 83(10) -| 91(10) | 109(11) [ 142(13)
Receipts) - ] . . -
19. Financial assistance to local bodies, etc. 100 111 132 228 - 332 260
20. Outstanding debt (year end) ‘ 945 1,113 1,312 1,553 1,820 2,168
21. Outstanding guarantees (year end) 23 18 11 9 8 4
22. Maximum amount guaranteed (year end) 38 38 35 22 35 34
23. Number of incomplete projects 73 32 52 94 120 65
24. Capital blocked in incomplete projects 39 34 44 S0 81 93

Note : Figures in brackets represent percentages to total of each sub-heading
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Appendix 1.3
(Refemm& ]Pamgmph 1.2; Page 4)

Abstmct M‘ Recempﬁs and Dnsbwsemems for ﬁhe year 2@@6 o7

Sectiom=A: Revemne

(Rupees in cmm) :

. -Receipts Disbursements
2005-06 2006-07 2005-06 . 2006-07
' Non- Plan | Total
- _ | plan | ,
1,801.88 | T Revenue receipts 1,883.56 [1,794.42 | U~ Revenueexpenditure- 11,229.08 |697.94 [1,927.02 | 1,927.02 .
479.40 -Tax revenue 569.55 " ' e o
510.99 -Non-tax revenue~ 549.92 381.07 General Services 416.84 | 46.63 | 463.47- | 46347
- 1,119.47 : - e o
683.87 .{ . Social Services- 275.03 |426.20 | 70123 701.23
Education, Sports, Art : ) - :
. and Culture . 130.05 . 88.52 | 218.57
. -Grants-in-aid and : Health and Family ) :
811.49 Contributions : 764.09 Welfare Services 62.50 110541 | 16791
) ' Water supply, T :
_ Sanitation, Housing and . y
T . Urban Development 23.74 76.24 99.93
Non-Plan 491.68 Social Welfare and : .
S Nutrition 36.62 [122.81 | 15943
- " Others 22,12 | 33.22 | 5534
Plan: :
Union Territory ‘ : ‘ _
Plan Schemes 243.35 - 726.03 Economic Services- 533.44 |225.11 |-758.55 758.55
Central  Plan Agriculture and Altied , »
Schemes ) < Activities 2681 | 7417 | 10098
Centrally ‘ o
Sponsored Plan Energy 478.99 9.46 | 488.45
Schemes - 29.06 o
External  Grant Industry and Minerals 1.33 | 2098 | 2231
Assistance ‘ ' : L
' Others 2631 |120.50 | 146.81
, Grants-in-aid and ‘ ) .
345 Contributions 3.77- - 3 3.7
‘I Revenue deficit . Revenue surplus ‘
carried over to carried overto - .
Section B 43.46 7.46 Section B -
-11,801.88 Total 1,927.02 | 1,801.88 | Total =~ 1,927.02
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Biox

(Rupees in crore)

Receipts : Disbursements
2005-06 . . 2006-07 -2005-06 ) 2006-07
' ) Non-plan | Plan Total
LI Opening cash m Opening '
255.60 balance 243.87 ‘balance
. _ v = Miscellaneous ’ : o : .
Capital - 288.81 | v Capital Outlay - 3.88 | 356.44 | 360.32 360.32
Receipts ‘ )
’ General 3329 | 33.29 33.29
Services
Social | 75.34 | 75.34 75.34
‘Services-
Education, Sports,
_Art and Culture -18.31 18.31
Water supply, 38.32 38.32
‘Sanitation,
Housing and
Urban
. Development ‘
Others 18.71 18.71
Economic . 3.88 [247.81 {251.69 | 251.69
Services- .
-Energy 3.88 34.86 38.74
~ Industry and
" Minerals 90.70 90.70
;. Others 12225 | 12225
6.15 v Recoveries of . 8.11 3.85 v . Loansand
Loans and - ’ : Advances 2.02 1.07 3.09 3.09
Advances- disbursed '
-From " - Loans for
Government ) Social Services -- - -
Servants 5.32 - . :
- Loans for
-From others ~ 2.79 Economic - 1.07 1.07
: B Services '
7.46 Vi . Revenue - - Loans for "~ 2.02 - 2.02
surplus Government
. brought down Servants |
35333 | vm  Public debt 443.776 vi  Revenue deficit
receipts- brought down . 43.46
Loans and 86.01 | v  Repayment of "49.16 47.15 96.31 96.31
Advances Loans and
from Central Advances to
Government- Central ~
: Government
Non-plan
Plan.
Centrally
. Sponsored
Schemes
.- | vir  Appropriation - vin  Appropriation
to to Contingency
Contingency Fund
Fund o _ -
-] X Amount - IX  Expenditure
transferred to from
Contingency Contingency
Fund Fund -
- | X . - Excessof - o ‘
disbursement . X  Cash balance at :
over receipt - 243.87 end of the year 192.56
622.54 Total 695.74 § 622.54 Total 695.74
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Appendix 1.4 .

(Reference: Paragraph 1.2; Page 4

Sources and Application of funds

Rupees in crore)

2005-06 Sources 2006-07
1,801.88 | 1. Revenue receipts 1,883.56
35333 2. Public debt— Loan§ and advances from 44377
Government of India
6.15 3. Recoveries of Loans and advances 8.11
1173 | 4. Decrease in cash balance 51.30
2,173.69 Total 2,386.74
Application
1,794.42 - | 1. Revenue expenditure 1,927.02
- 86.01 2. Repayment of loans to Government of 96.31
- India : _ _
385 3. Lending for development and other 3.09
purposes _ '
288.81 | 4. Capital expenditure 360.32
-- | 5. Increase in cash balance -
2,173.09 Total 2,386.74
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- Appendices

'(Refémmice: Pariagmphs 1.2 and 1.7; Pages 4 and 19)

Summarﬁsed financial position of the UT vae’mmeht as on

31 March 2007

(Rupees in crore)

31032006 : o Liabilities : 311A6§ 2007
Public Debt: :
* | Loans and Advances from Central Govemmcnt 2,167.74
1,220.03 | Non-Plan loans _ 1,614.64 | -
599.02 | Loans for Union’ Territory plan schemes 551.94
- |- Loans for Central plan schemes. -
1.23 | Loans for Centrally sponsored schemes o 1.16
1,820.28 L ‘ o o
0.50 | Contingency Fund _ ) 0.50
o Surplus on Government Account :
362.84 | Opening balance brought forward 362.84
' Add: Pro forma Corrections T
Current years surplus (=) 43.46 T
L 319.38.-
2,183.62 Totall _ 2,487.62
Ason | Assets - . Ason
31.03.2006 - i 31.03.2007
§o Gross Capital Qutlay: . v :
606.98 | Investments in shares of Compamcs Co operatlves etc. 712.36 | .
1,291.02 [ -Other Capltal Outlay -~ =~ ’ ©1,54596 | 2,258.32
" | Loans and Advances: . o
4.27 | Leans to Co-operatives 5.01
" 16.23 | Other development loans ' o 1377 |
2126 | Loans to Government Servants - 1796|3674
1243.86'| Cash Balance o 192.56
2,183.62 | Total 2,487.62
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Explanatory netes for Appendices 1' 3,14 and 1.5

1. . The abridged accounts in the foregomg statements have to be read w1th comments
and explanations in the Finance Accounts.

2. Government Accounts being mainly on cash basis, the surplus on Government
Accounts as shown in Appendix-1.5 indicates the position on cash basis as opposed to
accrual basis in commercial accounting. Consequently, items payable and receivable or
items like depreciation or variation in stock figures, etc., do not figure in the accounts.

3. There is no Public Account for the Union Territory (UT). The transactions
pertaining to ‘Debt’ (other than those included in the Consolidated Fund), ‘Deposits’, -
‘Advances’, ‘Remittances’ and ‘Suspense’ are accounted for in the Public Account of the
Union Government.

4. The cash balance of the UT Government is merged in the general cash balance of
the Government of India (GOI). The GOI had amended (September 2001) the
‘Government of Union Territories Act, 1963 allowing the UT of Puducherry to operate
their own ‘Public Account’ separately. As such the cash balance of Consolidated Fund of
‘the UT, positive or negative, should not form part of the general cash balance of GOI- -
The UT Government after correspondence with GOI, notified the creation of ‘The Public
Account of the Union Territory’ on 10 May 2006. However, Reserve Bank of India
sought clarification (31 August 2006) from GOI and the separation has not taken effect.
The cash balance of UT Government remained merged with the balance of GOI as of
31 March 2007. The balance adopted here is pro forma to enable tallying of total receipts
" with total disbursements, represents the excess of receipts over expenditure in the UT.
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Appendix 1.6

(Reference: Paragraph 1.5.5; Page 18)

Pendency in furnishing utilisation certificates

Appendices

Serial Number of Amount
iniber Department/Local Bodies/Institutions certificates (Rupees in
outstanding lakh)
1. | College and Technical Education 2 243.08 |
2 Directorate of School Education 7 470.17
3, Directorate of Arts and Culture 31 95.25
4. Health and Family Welfare 2 41.72
5. Town and Country Planning 118 2,131.26
6. Adi-dravidar Welfare 33 343.04
i Social Welfare 315.05
8. Revenue 4 7,082.90
9. Hindu Religious Institutions and Wakf 4 60.06
Board
10. Agriculture 26 1,039.45
11. Co-operation 132 1,540.59
12. Fisheries 69 1,748.54
13. Rural Development 14 195.94
14, District Industries Centre 3 18.44
15. Science, Technology and Environment 2 14.54
16. Information and Technology 2 237.90
b Tourism 2 110.40
18. Civil Supplies 3 469.83
19. Women and Child Development 5 129.81
20. Local Administration, Puducherry 554 8.015.20
21. Local Administration, Karaikal 510 3,820.33
22. Mahe Municipality 63 483.58
23. Yanam Municipality 125 666.92
24, Yanam Marketing Committee 2 11.41
Total 1718 29,285.41
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_ Appendix 1.7
(Reference: Paragraph 1.6; Page 18)

- Department-wise analysis along with departmental and criminal action pendency details

' Pendency details
. . Amount ’
Serial ; Number |- . i :
Department .| (Rupees in . = . i
number o of cases fakh) Action Number of
, ) : pending - -cases
@ @) ) @ & | e
‘1. | Adi-dravidar Welfare 1 043 | Departmental. I
' ' ‘| Criminal _ _—
2. 'Agriculture : 4 0.22 De.p a.nmental 2 -
o _ ) Criminal . 2
3. | Animal Husbandry 3 001 | Dcpartmental 2
) . ] - | Criminal B
4. | Artand Culture 2 005 |Deparmental | -
o ' Criminal B 2
‘Block Development .. | Departmental -1
5. » 1 . 0.15 ——
: Offices Criminal - -
- ' Departmental | - -
6. Collegiate Education 1 17.97 epa en@l
: o Criminal. - " |- 1
7. | Education - 24 | a1 | De.paf'tmental — 0.
: : Criminal . 14
8 | Electricity 233 702,40 | Dcparimental 218
. S o ' Criminal - 13
: Government Automobile - o . .| Departmental -
9. : 1 0.01 - :
Workshop | Criminal | 1
0. Health and Fam;ly 3 0.42 De‘paﬁmen.tal 4
Welfare .
Criminal 4
11. Local Adminiétration 3 0.55 Depg.rtmental b
‘ Criminal o 2
12. | Police 2 030 | Dcpartmental | -
; B ‘ - Criminal _ 2
13. | Public Works 5 576 |Dcpartmental 4
o . " Criminal - 1
| : 'glesvtglc(:)t Iéllzzr:tlA ency 3 0.49 Departmental ' -
' P geney | Criminal ER
; Revenue and Disaster Departmental -
15. : 2 0.87 .
_ Management . T :
. Criminal - 2
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KU @ ® @ ) - ®
16. Tourism 1 02501 Departmental | ~
’ _Criminal 1

7. Women and Chlld 3 5.00 De.pa.rtmgntal 1
Development : S .Criminal 2

. j t 1
18. Information Technology 1 1.14 De.p a.rtrngn al !
: . - ' L Criminal -
n o : | Departmental 245

297 741.18 ¢ .

Total 7! Criminal 52
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Appendix — 2.1

(Reference: Paragmph 2.3, 2 Page 33)

Grantsrwhere savings in supplementary provision exceeded Rs 50 lakh

{Rupees inb lakh)
Serial Grant number .and . Suppiementary Add.n tional Savings in
number Description Provision expenditure over | supplementary
: 1 v ~ original Grant - Grant
Revenue - Voted
1 |17 Eduication 1,977.32 1,761.32 216.00
2 18 Medical 3,300.03 3,216.50 . 83.53
3 |21 Social Welfare ' 3,85247 3,718.85 133.62
4 25 Animal Husbandry 176.91 116.91 60.00
TOTAL o 9,306.73 - - 8,813.58 493.15
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N | Appendix 22
(Reference: Paragraph 2.3.3; Page 33) -

Cases Where expenditare fell short by Rs 50 lakh or moré_and also
‘ by more than 10 per cent of total provision

(Ru

. » ees in lakh)
Serial Grant S : Total Provision ‘Percentage of
' Number Numiber Head of Accoupt (Original + Expenditure Savings saving; over
v Supplementary) : _ total provision |
® @ | @) @ ® © @ |
1. | 06 12029} 00 (800 01 | 02 ' 100.00 0.00 100.00 |~ 100.00
2. 06 |2216] 03 | 102 02 | OI 133.14 8215 | 50.99 38.30
3. 06  |2245{ 80 800 01 | 01 8,300.00 0.00 | '8,300.00 100.00
4. | 06 - 13456 00 1001 ] 05 | 01 ©900.59 198.84 | 70175 7792
5. 06 |3456| 00 | 789 01 | O1 . 326.00 276.00 | 50.00 15.34
6. | 08 [3075) 60 |800! 01 | oI 120000 1135 | 18865 94.33
7. 09 2052 00 1092} 02 O ~223.00 5965 | 16335 | 7325
g. | 09 |[3451 00 090! 03 |01 61150 | 35237 | 259.13 4238
9, 09  |3451; 00 091 02 01| 975.00 12673 | 84827 87.00
10. 10 |2216 80 103 01 01 231.00 £ 63.00 | 168.00 72.73
1. 10 {2216] 80 789 | 04 | 01 456.00 17500 | 281.00 6162
12. | 10 |2216] 80 | 789 04 | 02 114,00 44.40 69.60 61.05 -
13| 10 |2216 80 789 07 o1 17600 0.00 | 176.00 100.00
4. | 10 [2216) 80 | 789 07 A 02 - 64.00 000 | 64.00 100.00 |
15, | 10 {2216 80 | 800} 02 | 01 33300 | - 14662 | 18638 55.97
16. | 10 |2216] 80 |800) 04.| 01 | 2,506.50 | 71872 | 1,787.78 7133
17. | 10 |2216! 80 | 800 | 04 | 02 636,00 177.60 | 45840 |  72.08
18. 10 |2216] 80 | 800! 05 | O1 552.50 22000 | 332.50 60.18
19, | 107 {2216! 80 (800! 07 | 01 924,00 1 0.00 | 924.00 100.00
20| 10 |2216] 80 | 800 07 | 02 336.00 000 | 336.00 100.00.
21. 10 [2217 03191 01 |0l 70.00 0.00 70.00 100:00
2. | 10 |2515 00 101, 15| 02  6,000.00 0.00 | 6,00000|  100.00
23| 10 3054 04 337 02 01 280.00 21338 | 6662 2379
24. |. 10, |3054] 04 | 789, 0201 18000 18.00 62.00 71.50
25, 12 |2055/ 00 | 115 01 ; 01 522.09 44331 | - 78.78 15.09
26. | 12 |2055 00 18001 01 | 01 154,97 3741 | 117.56 75.86
27. 12 [2070| 00 | 108 | 04 | 01 344.65 | 12346 | 22119 64.18
28 16 [2059! 01053 01 | 01 155.01 - 5881 | 9620 62.06
29, | 16 |2215) 01.789 ! o1 | o1 330.00 4775 | 28225 85.53
30. | 16 [2216] 01 | 106] 05 | 01 . 21270 7560 | 137.10 6446
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31. 16 2217 05 001 02 o0 72.00 20.00 52.00 72.22
2. 16 [2217 05 789 01 oI 200.00 135.00 65.00 32.50
33. 16 |4059 01 051 03 @ 01 250.00 2600 | 224.00 89.60
34, 16 |4059 80 800 01 ' Ol 250.00 3280 | 21720 86.88
35, 16 |4215' 01 101 04 oI 755.61 43872 | 316.89 41.94
36. 16 [4215 01 800 02 | 04 2,000.00 0.00 | 2,000.00 100.00
3. 16 |4216| 01 | 106! 01 | 01 253.20 7700 | 17620 69.59
38. 16 4216 01 700 01 Ol 74.50 11.44 63.06 84.64
39, 16 |4217 60 051 o1 @ ol 11,600.00 0.00 | 11,600.00 100.00
40. 16 (4217 60 051 02 02 1,800.00 0.00 | 1,800.00 100.00
a1. 16 |4702 00 101 02 01 300.00 11690 | 183.10 61.03
4. 16 (4702 00 789 01 o0l 188.00 108.62 79.38 4222
43, 16 4711 01 ‘103 01 01 100.00 1133 88.67 88.67
44, 16 (4711 03 (789 01 Ol 100.00 22.89 77.11 7.1
45. 16 |4711 03 800 03 | 01 2,500.00 1,198.04 | 1,301.96 52.08
46. 16 [4711 03 800 03 02 1,000.00 500.00 |  500.00 50.00
4. 16 |s054 04 800 06 01 500000 | 1,304.40 | 3,695.60 73.91
48, 16 |5054 04 800 06 02 500000 | 2,100.00 | 2,900.00 58.00
49, 16 |5054 04 800 07 o0 300.00 000 |  300.00 100.00
50. 16 |5054 04 800 08 | 03 1,500.00 0.00 | 1,500.00 100.00
51. 17 |2202 02 110 01 o1 936.50 840.19 96.31 10.28
5. 17 2202 03 103 20 o0l 150.00 3335 | 11665 7777
53. 17 |2203 00 105 04 01 400.00 0.00 |  400.00 100.00
54, 17 |2203 00 112 01 01 660.00 589.00 71.00 10.76
5. 17 |2203 00 789 01 01 105.43 0.00 | 10543 100.00
56. 18 (2210 01 110 13 04 280.50 163.16 | 117.34 41.83
57. 18 2210 03 110 01 01 527.12 45746 |  69.66 13.22
58. 18 [2211 00 o001 01 oI 418.30 28581 | 13249 31.67
59. 19 3452 80 104 04 01 100.00 000 | 10000 100.00
60. 19 3452/ 80 104 06 01 100.00 2.19 97.81 97.81
61. 19 |[s452 80 190 02 01 100.00 0.00 |  100.00 100.00
62. 21 (2225 01 789 05 01 77.50 14.47 63.03 81.32
63. 21 2225 01 789 08 o0 375.00 15801 | 216.99 57.86
64. 21 |2225 03 283 01 o0 175.00 102.72 7228 4130
65. 21 2235 02 101 16 01 270.00 179.08 90.92 33.67
66. 21 [2235 02 101 19 ol 571.47 45943 | 11204 19.60
67, 21 2235 02 103 07 01 1,035.00 73500 | 300.00 28.99
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68. | .22 |2404] 00 |195] 02 | 01 200.00 0.00 |  200.00 100.00
6. | 24 (224502 1011 01 02 70.00 10,00 7000 | 100.00
70| 24 |2401: 00 800 06 | 02 10000 4999 | s001| = 5001
7L 24 |2415:°01 277 02 | 02 551.00- 445.98 10502 | - 19.06
72. | 24 |2702i 02 00101 | 01 © 488.00 23997 | 24803 | . 50.82
73. | 25 |2403 00 102 05 | 01 156.21 98.15 | - 58.06 3717
74, 28 [2851 '00_ 105 | 01 | 01 - -341.94" 26781 | 74.13 21.68
75.-| 20 |2801] 05 001 01 | 01 611,05 30219 | 218.86 3582
76. 29 - |2801] 05 001} 02 | 01 2,89020 | 242424 | 46596 16.12
77. |- 29 [4801] 05 | 800 09 | 01 22360 | 8206 | 14154 63.30
78| 29 |4801) 05 800 12 | oI 50000 | 377.00 | 123.00 24.60
9. 30 - |5051) 02 | 2001 o1 | 01 2,023.60 1337.63 | 1,685.97 83.32
80. 30 [5051] 02 1200 04 | 01 37435 7475 | 299.60 80.03 |
81. | 30 |50s1| 02 [800| 01 | 01 1,000.00 000 | 1,00000 | 10000
&2 | 31 [7610] 00 201! 01 | 07 - 150.00 2270 | 12730 84.86
83, |31 |76101 00 202 02| 07 15800 | 10350 | 54.50 34.49
84. 32 [2225 801789 | 01 | 01 9200 | 3200 | 6000 | - 6522
85| 32 |3452 01 800 01 | 01 25000 | 9878 | 15122 | 6049
86, 32 (42021 01 |201! 01 | 01 20000 | 10000 | 10000 | . 50.00
87| 32 |4202).01 202,01 | 01 293.84 187.00 |- 106.84 3636 |
88. | . 32. |4202) 01.202] 02 | o1 165.00  74.00, 91.00 5515 |
80. | 32 |4202] 01 |203] 01| 01 7000 | 13.00 57.00 81.43
90. 32 |4202] 01 789 01 | O1 100.00 - 4500 | 55.00 55.00
91. 32 |4202] 01 | 789 01 | 02 © 77,00 - 1.00 76.00 98.70°
o2 | 32 |4202) 01 [789] 02 | 01 100,00 1400 | 8600 | 86.00
03. | 32 |4202 01 |789 03 | 01 ~100.00 20.00 80.00 80.00
o4 | 32 |4202; 01 800! 01 |02 | 100.00 30.00 | 70.00 70.00
95. | 32 [4202; 03 8007 01 .03 4_90.00_ 155.00 | 335.00 68.37
96. 32 [4202]03 [ 800| 01 | 04 25000 | 9799 | 15201 60.80
97. | 32 ,}4202@ 03 800 02 | 02 20000 50,00 150.00 75.00 |
98, 32 (42100 01 110} 01 | 01 250.00 99.19 |  150.81 6032 |
99, 2 4210 01 110, 02 | 0] 2096.40 107483 | 102157 48.73
100 32 [4200] 60 101 o1 | o1 199.00 © 000 | 9900 | 100,00
101 | 32 [5452) 01 800 01 | 04 37148" 000 | 37148 100.00
102.| 32 5452§ 01 soo 02 | o1 200.00 123.00 77.00 38.50
Total | 81,115.45 | 2092392 | 60,191.53 '
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" (Reference:

Appendix —-2.3
Paragraph 2.3.3; Page 33)

by more than 10 per cent of total provision -

R e BT OSSR S R T ANV SR TR CA AN T L T T e L6 B PLA AT o D et e e T L e £ T
e e e i 2

e o T e

Cases where expenditure éxceeded approvéd provision by Rs 50 lakh or more and also

B » (Rupeés in lakh)
Nsumgsif nﬁﬁt?:r Head of Accoﬁnt :E%%%E}:g—: Expenditurev -Exéess
(1) 2) . 3 4) &) ©)
1. 06 2029 00 101 O1 ! 02 .49.00 105.52 56.52 .
2. 06 [2029 00 101 03 | 01 . 144.00 278.92 134.92
3. | 06 2029, 00 {101 05 | 01 120.00 197.01 77.01
s 06 * 2029/ 00 | 102! 01 | 01 11130 168.24 56.94
5. 06 -|2029 00 | 800 01 01 100.00 ©3,110.00 3,010.00
6. 06 |2039. 00 | 001  01 01 185.00 246.96 61.96
) 06 2245% 02 [ 101 ] 01 . 01 1744 86.36 68.92 |
8. | 06 22450 02 101 01 | 04 3.00 33142 328.42
o. | 09 |2052) 00 |090 01 | oI 540.00 .~ 60827 68.27
10. | 10 |2216! 80 | 800, 05 | 04 52.00 140.00 88.00
11 10 |2217 05 800 01 | O 45.00 145.00 100.00
12, 10 |2217) 05 1800 02 | 01 340.00 42831 88.31
13, 10 [2217 80 001 02 | 01 87.67 | 264.19 17652 |
14, 10 |2217) 80 | 191 o1 | 04 10.00 | 8736 7136
15. 10 |3054, 04 1337] 01 | 01 75.00 131.00 56.00
16. 10 [3054 04 800 02 01 350.00 41232 6232 |
17. 12 |2055! 00 001 01 | o1 387.50 550.02 162.52
18 | 12 |2085 00 115103 01 10.00 200.46 19046
19. | 16 - |2215] 01 101 o1 | 04 22000 . 300.00 80.00
- 20, 16 |2215/-01 102] 05 | 01 - 155.00 235.12 80.12
210 | 16 |22151 01 102 05 | 02 132.34 260.00 127.66
22. 16 |2217) 05 | 001 03 | 01 398.95 728.00 329.05
23, 16  [3054] 03 1337 01 | 01 194.16 272,39 78.23
24, 16 |30541 04 | 789 01 | 04 55.00 125.00 70.00
25 16 40591 01 001 01 | 01 1,042.93 1,265.93 223.00
26. 16 [4059] 01 | 051} 01 | o1 166.72 31039 143.67
27, 16 4050 o1 051 01 | 04 ' 1.00 .~ 100.00 99.00 -
28. 16 (4059 01 | 051 05 | 01 200.00 325.00 125.00
20. | 16 [4215 01 [101] 01 | 02 100.00 202,00 102,00
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30. 16 [4215, 01 [101) 02 | 03 | ~60.00 668.10 608.10
3|16 |4215) 01 |02 o1 | o1 200.00 59820 398.20
2.0 16 |4215] 02 loo1| 01 | o1 800.33 1,080.96 280.63
3. 916 (4711) 03103 | 01 | 01 1100.00 27344 173.44
34717 16 |a711l 03 (800 02 | 01 £ 60.00 198.31 13831
35, 16 |4711 03 800 03 ! 04 500.00 - 800.00 300.00
36| 16 |5054; 03 337 01 | o1 45000 518.08 68.08
"37. | 16 |5054.-04 800 01 01 850.63 1,065.49 214.86
38| 17 2202% 03 107 04 |07 | 83500 - 1,470.36 635.36
39, | 17 - |2203] 00 789 02 o £205.00 300.00 95.00
40, | 19 3452 80 |104| 07 | 01 195.29 278.59 83.30
41, 21 22250 01 (277 13 | 01 185.00 23231 147.31
42,0 - 21 |2225003 190 02°| o1 125.00 - 185.00 60.00
53] 21 (2235 02 104] 03 | o1 1,839.25 2,363.32 52407
44. | 21 2235, 02 789 17 [ 01 160.00 236.34 7634
45, 24 [2401 00 [789 | 03 | o1 10.00 82.00 72.00
46. 24 |2435 01 (10102 | 01 172,00 -~ 601.21 42921 -
417, 25 {2403, 00 |789 02 | 01 40.00 109.74 69.74
48. 28 |2851) 00 (003 | 01 | of | 12159 181.48 59.89
49, 20 |2801 05 800 01 |02 | 8,500.00 9,473.77 L 973.77
50. | 200 |2801 05 (800 04 o1 471,00 868.78 397.78
- 51, 20 |4801 05 1800 06 Ol 186.90 26038 © 7348
52. 20 14801, 05 1800 13. 01 400.10 . 561.00 160.90
53. 32 (2225 80 800 01 | 04 5,00 9339 8839
54, | 32 140550 00 (2117 01 | 04 | 10.00 - 85.00 75.00
s5. | 32 |4055 00 |211) 01 | o17f 164.00 44245 278.45
s6. | 32 [4202] 01 |202]| 02 | 03 - 30.00 140.00 110.00
57. 32 42250 01 277) 01 | 01 0,01 81.90 81.89
ss. | 32 [4250 00 201 01 | 01 52.00 102.50 50.50
Total | 21,921.11 3496729 13,046.18
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- Appendix ~2.4
(Reference: Paragraph 2.3.4; Page 33)

- Unnecessary re-appropriation of funds

(Rupees in lakh)

T8 ﬂ ‘G Amount Actual | ‘
erial rant : ' re- - . | Excess(+)/
pumber | mumber Head of Account . 4] S - appro- Total Extpen_dl- Savings(-)
: priated ure
1 17 2202.02.789(02)(01) | 47.52 | 1276 | 0.07 60.35 5770 2.65
2 18 2210.06.101(18)(01) 6300 000| 277 907 29 ' -6.17
3 24 2401.00.109(05)(01) | 10.00 | 0.00 | 600 | 16.00 |  0.00 -16.00
'4  25 ' 2403.00.102(03)(01) | 13156 { 0.00 |  3.68 13524 | 13111 -4.13
5 25 2403.00.800(02)(02) | 15.00 | 0.00 1.80 | 16.80| 1374 -3.06
: Total v 210.38 -12,76‘ _ ‘14,32 237.46 | 205.45 | =32.01 |
~ ©: Original S: Supplementary
~ Appendix ~2.5 . :
{Reference: Paragraph 2.3.5; Page 33)
- Savings of more than Rs 10 lakh not surrendered ,
' (Rupees in lakh)
Serial | Grant C ‘.| Amount Amount not
Number | Number Descnp tion Actual Savmgs Surrendered | Surrendered
_ [Revenue - Voted 7 ‘
1 | 16 |Public Works 42.12 Nil 42.12
2 17 [Bducation 216.00 Nil 216.00
3 18 |Medical 83.53 Nil 83.53.
4 21 |Social Welfare 133.62 - Nil. 133.62
5 | 25 |Animal Husbandry 6000 | . Nil 60.00
- ' |Capital - Voted |
. 6. 16  |Public Works 2432442 | 24,145.13 179.29 |
7 32  |Building Programmes 1481.17 1,206.13 275.04
| Total 26,340.86 | 2535126 989.60.
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Infrastructure ereated in Yanam Region during 2002-07 .

(Reference: Paragraph 3.1.7.3; Page

Appendix — 3.1

45)

] Appendices

Water | Over E dit
Treat | head Sum , . , Amount xpex; JM ;Me
" ment | Tank | . P Month of | Reasons for | sanctioned as o1 July
Locality . : . (in lakh - . . 2007
Plant (in . . sanction construction | (Rupees in .
. . litres) : (Rupees in
(in lakh lakh) lakh
mld) | litres) )
‘Dariyalathipa 3 Decomber | Basedonthe | 18100 199.00
water :
' D ber " requirement -
Kanakalapeta . 2 ezcem-er . for the : 131.00 131.00
L _ projected
'] - population of .
Yanam Town 4 February 2018~ | 25400 278.70
: 2004
: February :
‘Kurusempetta 2.00 2003 3221 35.32
. | Febroary Inadequacy of
_Francethipa 2.00 1.00 2003 water in tail - 5270 57.58
- ‘ end —~
Kurusempeta 1.00 | March 2003° 44,73 46.54
Gurempetta 2.00 1.00-| May 2003 53.42 58.75
Yanam Town - 3.00 N°;gg‘3b°’ © To meet the 14.00 15.99
. ) : increased . '
water
requirement of
- December the Yanam in
Yanam Town 6.00 : Town 4243 | 52.17
2003 , :
Under Progress
Gopa] Nagar 2.00 1.00 | June 2005 | 60.22 56.32
Dariyalathipa 4.00 2.00 { August2006. | Inadequacy of 186.00 53.46
— : - - | water in tail , .
Ambedkar Nagar 2.00 1.00"} October 2006 end 98.42 59.71
Kanakalapeta 2.00 1.00 | October 2006> 96.00 28.41
Total 9 - 22.00 11.00 1,246_.13‘ 1,072.95

145




Audzt Report for the  year ended31 Mar ch2007 -

- Details of expenditure incurred on various schemes

Appendix 32

| (Reference: Paragraph 3.2.1; Page 52)

(Rupees in lakh)
: - Expenditure 2001-07 :
oot | om0t the - Objective of the scheme JLiumds — 1} cor
: : Plan - Funds
. : Plan
O] 10) NO) @. | & | ®
1. Post matric To provide financial assistance to 560.74 346.49 389.71
| scholarship for SC/ST students studying at post- ' ' :
SC/ST students matriculation level to enable them to
: complete their education without
gconomic constraints
2, Book bank To purchase and distribute text - - " 138 |:
: scheme for SCs books to the institutions like
' medicine, engineering etc., for use
by the SC students studying in the -
, : Institutions :
3. Pre-matric To provide financial a551stance to 5342 -~ | .. 33.52
) scholarship for parents traditionally engaged in
the children of unclean occupations like scavengers,
those engaged in | flayers and tanners to enable their
unclean - children to pursue education up to
occupations matriculation level ' -
4, Hostels for In order to enable the SC/ ST 42.75 - 39252 |
SC/ST students studying in middle schools, ' -
community higher secondary schools, colleges,
students | universities to pursue their studies in
‘(construction) the educational centre, the cost of
construction of hostels met by
Central Government
5. Coaching and To provide pre-examination 1.96 - -
allied activities coaching to the students belong to :
: "SCs/STs/OBCs -
6. Upgradation of | To upgrade the merit of SC/ST 172 - e
-1 merit of SC/ST students by providing them remedial '
students - and special coaching in primary and
' secondary level classes
7. Opening and To provide boarding and lodging - . 53390 | 1,611.42 | --
| maintenance of facilities to the SC students in R
hostels pursuance of their education and to
‘ dissuade dropping of education- at
school and college level, hostel
: facilities are provided
8. Pre-matric Elementary and secondary level of 160.09 571.04 -
scholarship “education contmuously without ’ :
S hardship
9. Opportunity cost | To financially assist the SC parents 859.19 - -
for girl children for sending their daughters to
schools who otherwise earn
livelihood for the family engaging
themselves in menial labour
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3

: ‘ (), ® (6)
-10. Reimbursement Reimbursement of tuition and other 29.14 C - : -
of tuition fees to | fees to deserving degree/post -
students graduate and other professional
undergoing courses to SC students to pursue
| professional | their further studies =
courses £ ' - . e
11. Retention Award of retention scholarship to - 17563 | -
- scholarship to encourage SC girl students to
girl children undertake primary education and
S ‘ ~ continue studies without drop out _ :
Co12. Ad-hoc merit Award of ad-hoc merit grant to SC - 5.19 -
) grant to SC - | students who secured 65 per cent or
student studying | more in matriculation/ SSLC Board
in High School . | of examinations -
and Higher ’ o
Secondary
School - , B
13. Grant of | To supply two sets of dress materials - 103.24 -
| uniforms to { to the inmates of hostels
inmates of - :
. hostels - : :
14, Dr.-Ambedkar- Award is granted totop ranking one - 3.04 -
Memorial SC boy and one SC girl student of
Scheme ' each region - :
I5. Stipend to “To give financial support to SC - - 10.69 -
trainees in TTI candidates/trainees who are ; -
undergoing training in Technical
. Training Institute
Total Expendituxre'- . -2,248.91 | 2,826.74 817.13
’ 5,075.65 817.13
"50.76 crore 8.17 crore

58.93 crore
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Appendix - 4.1 ,
 (Reference: Paragraph 4.3.1; Page 81)

Departmem-wise pendency of Action Taken Notes

Serial . Number of . o
eria Department recommendations Year of Audit Report
number . v
1 , pending :
@ | @ @ @
1. Adi-dravidar Welfare 11 1977-78, 1992-93, 1994-95 and
_ 1999-2000
2. Agriculture - v 25 1995-96 to 1999-2000
3. Animal Husbandry 22 1992-93 and 1998-99
4. - | Civil Supplies 11 1998-99
5. Commercial Taxes 4 . | 1995-96, 1997-98, 1999-2000
and 2001-02 A
6. | Community Developmént 3 1992-93, 1996-97 and 1997-98
7. | Co-operation 7 | 1994-95, 1998-99, 1999-2000 |
o and 2000-01
8. Directorate of Accounts and 1 2000-01-
' Treasuries (Finance Department) ' _
9. | Education 28 1199293, 1994-95 and 1996-97
' 4.t0 2001-02 - :
10. | Election 1 1998-99
11, | Electricity 18 1996-97 to 2000-01
- 12. | Bxcise 3 1996-97, 1998-99 and
1999-2000
13. | Finance 15 1993-94 to 2001-02
14. . | Finance (Housing) 4 1994-95 and 1995-96
15. | Fisheries 8 1996-97 to 1998-99 -
16. | Health 49 1990-91, 1992-93, 1995-96, -
- 1996-97, 1998-99, 1999-2000
| | and 2000-01
17. Industries 42 1988-89, 1990-91, 1992-93,
1993-94, 1997-98, 1998-99,
, -1999-2000 and 2000-01
18. | Information and Publicity 1 1992-93
19, | Jail 1 | 1998-99
20. | Labour 2 1993-94 and 1996-97
21. | Local Administrétion - 27 1995-96, 1997-98, 1998-99,

1999-2000 and 2001-02
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(1) (2) 3) “4)
22. Planning and Research 2 1995-96 and 2001-02
23. | Police 1997-98
24, | Port 2 1989-90 and 1995-96
25. | Public Works 73 1688-89, 1990-91 to 2000-01
26. Revenue 10 1996-97 to 1998-99
27. Rural Development 20 1993-94, 1998-99 and
1999-2000
28. Science, Technology and 10 1999-2000 and 2000-01
Environment
29. | Social Welfare 5 1996-97, 1997-98, 1999-2000
and 2000-01
30. | Stationery and Printing 2 1996-97 and 1997-98
31. | Tourism 1994-95
32. Town and Country Planning 14 1994-95, 1996-97, 1997-98
1999-2000 and 2001-02
33. Transport 10 1994-95, 1997-98 and
1999-2000
34. Welfare 1 1997-98
35. | Women and Child Development 2 1996-97 and 1998-99
36. | General 8 2000-01 and 2001-02
Total 452
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Appen
(Reference : Paragraphs 7.3 and

Statement showing particulars of up-to-date paid-up capital, budgetary outgo, loans given out

Paid-up capital as at the end of the current year
ni:;l;glr Sector and Name of the company (Figures in brackets indicate share application money)
Union Territory Central Holding  Others Total
Government Government Companies
(1) 2) (3a) (3b) (3¢) (3d) (3¢)
Agriculture
L. Puducherry Agro Service and Industries
Corporation Limited 1,083.28 - - - 1,083.28
4 Pondicherry Agro Products, Food and
Civil Supplies Corporation Limited 894 81 - - 5.00 899.81
Sector-wise total 1,978.09 - - 5.00 1,983.09
Industry
3 Pondicherry Distilleries Limited 845.00 - - - 845.00
Pondicherry Industrial Promotion
Development and Investment 3,186.21 - - 854.00  4,040.21
Corporation Limited (PIPDIC) (5,870.00) (5,870.00)
Sector-wise total 4,031.21 - -- 854.00  4,885.21
(5,870.00) (5,870.00)
Electronics
5 Pondicherry Electronics Limited
(Subsidiary of
PIPDIC) - -- 9.65 - 9.65
Sector-wise total - - 9.65 - 9.65
Textiles
6. Pondicherry Textiles Corporation
Limited 24,700.64 -- - - 24,700.64
2t Swadeshee-Bharathee Textiles Mills
Limited 894.50 - - - 894.50
Sector-wise total 25,595.14 - - - 25,595.14
Economically Weaker Section
8. Pondicherry Adi-dravidar Development
Corporation Limited 32324 167.77 -- - 491,01
9. Pondicherry Corporation for
Development of Women and
Handicapped Persons Limited 324.12 - - - 324.12
10. Puducherry Backward Classes &
Minorities Development Corporation
Limited 232,65 - - - 232.65
Sector-wise total 880.01 167.77 - - 1,047.78
Tourism
1. Pondicherry Tourism Development -
Corporation Limited 500.00 - - - 500.00
Sector-wise total 500.00 - - - 500.00
Transport
12 Pondicherry Road Transport Corporation
Limited 3,209.89 - - - 3,209.89
Sector-wise total 3,209.89 - - - 3,209.89
Power
13. Puducherry Power Corporation Limited 13,304.42 - -- -- 13,304.42
Sector-wise total 13,304.42 - - - 13,304.42
Grand Total 49,498.76" 167.77 9.65 859.00 50,535.18
(5,870.00) 5,870.00
Note:  Except in respect of two companies which finalised their accounts for 2006-07 (serial numbers 3 and 10} figures are provisional and as given by the companies,
" UT Government’s investment in PSUs was Rs 554.63 crore (Others: Rs 49.82 crore). Figure as per Finance Accounts 2006-07 is Rs 569,05 crore. The difference is
under reconciliation.
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dix-7.1

7.4; Pages 104 and 105) ‘

of budget and loans outstandmg as on 31 March 2007 in respect of Government Companies’
(Figures in column 3(a) to 4(11) are rupees in lakh)

Equﬁty/lpans receivéd] out oftlhe ' ) Loans outstanding at the cllose of Debt equity ratio
budget during the year Other loans received L 2006-07 . for 2006-07
] - . during the year - o (Previous year)
Equity o Loans ‘ R UT Govt.© *~ Others 7- Tota! ’ " @£/ 3¢)
@) @b (o) __@d - @ ¢y 6 .
150.00 - Coe e T - L
8500 - - 9350 - 93.50 o101
235.00 S - : - - 93.50 T = 93.50 © 0.04:1
(5,660.00)
- {5,660.00)
1,700.00 , - ,
594.50 - S - 355498 355498 3971
2,294.50 C - - i - T 3,554.98 3,554.98 0.14:1
103.00 ' - 3.65 : - _ -50.35 50.»35 0.1:1(0.93:1)
31.00 - 60.02 - 34137 . 34137 1.47:1(1.59:1)
"134.00 - P 63.67 - - 391.72 .391.72 -0.37:1(0.75:1)
200,00 - e e . - T
© - 200,00 - - ' T e - - o =
217.00 - - . e e .
217.00 S - C T - ' - : - Co- - -
- 3,080.50 C : o 63.67 93.50" 3,946.70 4,040.20 0.07:1 (0.01:1)
{5,660.60) ' S ' . ]

%% Loans outstanding at the close of 2006-07 represent long-term foans only .

ISl
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Appen

(Reference: Paragraphs 7.5, 7.6,

Summarised financial results of Government Companies

Year in Net
Serial Name of Date of Period of which :
number Sector and.sems;of fhe: conpny Department incorporation accounts accounts ll:roﬁt :
finalised i)

(1) (2) 3) 4) (5) (6) (7)
Worldn! companies
AGRICULTURE

1. Puducherry Agro Service and Industries Agriculture 26 March 1986 2005-06 2006-07 18.60
Corporation Limited

2. Pondicherry Agro Products, Food and Civil Civil Supplies 27 September 2003-04 2006-07 40.39
Supplies Corporation Limited and Consumer 1990

Affairs

Sector-wise total 58.99
INDUSTRY

3 Pondicherry Distilleries Limited Industries 8 December 2006-07 2007-08 405.52

1971

4. Pondicherry Industrial Promotion Industries 17 April 1974 2005-06 2006-07 472.82
Development and Investment Corporation
Limited (PIPDIC)
Sector-wise total 878.34
ELECTRONICS

5. Pondicherry Electronics Limited Industries 7 December 2005-06 2006—07 (-)2.88
(Subsidiary of PIPDIC) 1982
Sector-wise total (-) 2.88
TEXTILES

6. Pondicherry Textiles Corporation Limited Industries 25 November 2005-06 2006-07 (-)2,618.41

1985

y Swadeshee-Bharathee Textile Mills Industries 4 July 2005 2005-06 2006-07 (-) 563.23
Limited
Sector-wise total (-) 3,181.64
ECONOMICALLY WEAKER
SECTION

8. Pondicherry Adi-dravidar Development Welfare 26 September 2004-05 2006-07 (-) 98.26
Corporation Limited 1986

9. Pondicherry Corporation for Development Welfare 31 March 1993 2003-04 2006-07
of Women and Handicapped Persons
Limited

10 Puducherry Backward Classes and Welfare 31 March 1999 2006-07 2007-08
Minorities Development Corporation
Limited
Sector-wise total (-) 98.26
TOURISM

11. Pondicherry Tourism Development Tourism 1 April 2005 First account not finalised
Corporation Limited
Sector-wise total
TRANSPORT

12. Pondicherry Road Transport Corporation Tourism 19 February 2003-04 2006-07 (-) 65.01
Limited 1986
Sector-wise total (-) 65.01
POWER

13. Puducherry Power Corporation Limited Electricity 30 March 1993 2005-06 2006-07 890.50
Sector-wise total 890.50
Grand Total (-) 1,519.96

” Capital employed represents net fixed assets (including capital work-in-progress) PLUS working capital except in case of finance companies, where
the capital employed is worked out as a mean of aggregate of the opening and closing balances of paid-up capital, free reserves, bonds, deposits and
borrowings (including refinance).
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dix — 7.2

and 7.9; Pages 105, 106 and 1@8)
for the latest year forr which accmmts were finalised :
(Fxgures in coﬁumns 7 to 12 and 15 are rupees in Ila]kh)

. Net impact .. - — P Total return - Pcrcentage of total - Arrears of . :
- of Audit l;zldi_t:%) 1:-?;7 ;::l:zt_i) el;(!: all:ti}i* - oncapital. - returnon capital  accounts in terms 'I(‘)ui’r;:- Ng:z;
comments - °P L ) ploy employed | - employed - of years P -
® ) . 10) an . 1y S 14 sy . (16)
1,00328 27214 :»‘1,405.78 C 1860 I K 7) 1 - 490128 393
649:81 (72308 129.89 . 7374 56.77 3 . 893500 295
1,653.09 . (-)450.94  1,535.67 9234 6.01
845.00 - [,624.66 2,467.86 o 40552 . 1643 . W 235067 113
5,340.21 2,75033  10,056.05  473.06 4.70 - A 873.96 144
6,185.21 437499  12,523.91 - . 87858 : 7.02
965 251 3241 (288 _— : 1 L " 10
“ " 9.65 2251 3241 © o ()2.88.
increased - - . : : . : . .
23,000. - . X - . . ‘ : .
 byRs2.90 000.64  (24,873.00  "14,148.99 ()2,284'02_ _ 1 ~ 7,00000 - 3,012
" crore
30000 . () 563.23 3,285.90 (-)56323 . 1 1,627.30 702
23,300.64 (2543623 1743489 = (-)2,84725 - - B w
311.38 (-)384.85 L 289.16 7982 ., . ' 2 B 61
m7508 . e 455.08 L . 3 . 79845
23265 % . esa8 ... p
. 819.11 - (-) 38485 . 1,687.42 ()79.82 . e
2 46200 265
2,310.73 1,996.16 58573 (96501 . 3 C 199062 463
231073 - 199616 = 585.73 . () 65.01 ' w .
13,304.42 540475 © 19.283.28 89050 ¢ - 462 - 539200 - 128
13,304.42 540475 = 19,283.28 - - 890.50 4.62 .o . -
- 4758285  (-)14473.61  53,08331 - - (1,133.54 o “ “

**  Entire loss is reimbursed by the Government. » includes a share advance of Rs 37.68 lakh;
The pamculars glven in the Cols, 15 and 16 are furmshed by the Company for the year 2006-07 and are provxs:onal exeeptSL No 3.
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Appendix — 7.3
(Reﬁemme Paragraph 7.4; Page 1@5)

Statement sh@wmg subsndy received, guarantees receﬂved waiver of d‘ues, loans on which
moratorium allowed and loans converted into equity during the year and subsidy receivable
and guarantees mntsﬁamdmg at the end of March 2007

{Rupees in lakh)

" Pondicherry
Industrial
Promotion )

Development and . Total
Investment
Corperation
Limited ]

1) 2 R ¢ ] ) (&) (6)

Subsidy/Grants received during the year

Pondicherry
Agro Products,
Name of the working Foed and Civil

‘Pondicherry " - Puducherry -
Corporation for Backward Classes
Development of and Minorities
company Supplies N Women and . Development

Corporation Colfil:: :}1 :;on Handicapped Carporation
Limited - Persons Limited Limited

Pondiéherry Adi-
dravidar -
Development

Union Grants 194.62 99.00 ‘ 784.00 | 215.52 ‘ 510.89 - 1,804.03
Territory ; v - - -
- | Subsidy .. 3.86 450.00 S i --- e 493.86

" | Central - | Grants - 15.06 123.97 - 1,127.51 1,266.54
Govemn- X 5 = ;
ment “Subsidy - 21.80 e -1 21.80

Others - ' 2 - - -

: Grants © o 209.68 99.00 907.97 215.52 1,638.40 | - 3,070.57
Total

Subsidy . 386 511.80 = = sis66

Guarantees received during the year and outstanding at the end of the year

banks

Loans from other (2.80) - - (2.80)
_sources ) - ) ) .

Letter of credit ‘ - - e A e — | -
opened by bank in : )
respect of imports .
Payment obligation - — — - _ — » -
under agreement
1 with foreign -
consultants

Total - (2.80) - - — (2.80)

Waiver of dues during the year
Loans repayment — — - . - - . .
written off .
Interest waived — . - — _ - -

Penal interest .- - - S R -
waived » '

Total - - - - - -

Loans on which - - - ' - ’ — R
moratorium allowed

Loans converted - — — _ — ) —_— - -
into equity during ) e
the year

anures in brackets indicate guarantees outstanding at fthe end of the year

Note: Except l'nm respect of a company wﬁnichﬁmﬂised its accounts for 2006-07 (column 4), figures are
provisional and as given by the companies
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_ A}ppemdnx 74
(Referelmce Pa\mgmph 7.11; Page MI)9)

Appendices

: Smtemem sh«wvmg the depan‘ftmem-wnse aufcsmmﬂmg Inspection Repmrts (ERS)

S erﬁa]l _ _ . _ Numben‘ Num[ben‘ of . Number_ of Yean- from which
' . Name of Department ‘outstanding | outstanding “paragraphs -
number | . of PSUs . v .-

- . o S - IRs paragraphs outstanding - -

1. | Agricuiture - - 1 4 19 - 2002-03
2. | Industries. . 4. 10 40 £2001-02
.3 | Welfare 3 10 39 200001 -
4. | Transport 1 2 17 ©2001-04 -

5 | Tourism 1 1 4 2005-06

6. | Electricity - L 1 14 “2005-06"

' TOTAL 11 28 133 '
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Appe)mdﬁx 7.5 o
(Refereme Pamgmph 7. EZ 6; Page 113)

Financial position of Pondicherry Endmsﬁmaﬂ Pmm@tﬁmxm Development and Investment
Corporation Limited for the five years ending 31 March 2007 |

_ - (Rupees in lakh
2002-03 2003-04 2004-05 | 2005-06 2006-07°
LIABILITIES ' _ | '
(a) | Paid-up capital (including 4,468.21 | 4,118.21 424021 5,340.21 | 10,910.21
advance for shares) - .
(b) | Reserves and surplus 3,'534. 14 4,882.53 1 5,059.20 5,468.16 5,837.97
(c) | Borrowings: _ , o - -. . !
| Short term and long term 896 | 622 351 0.80 | NIL
(d) | Trade dues and other liabilities A 1,356.72 | 1,455.54 1,313.72 1,078.98 | 1,162.10
(including provisions) _ o _ :
TOTAL v - 9,368.03 | 10,462.50 10,616.64 | 11,888.15 | 17,910.28
ASSETS : e '
(a) | Gross bl'oc.k o - 1,01621 1,005.41 1,260.40 | - 833.17 837.20
(b) | Less: Depreciation : 331.78 355.02 385.82 | 32729 352.83
(c) | Net fixed assets 68443 | 650.39 87458 |  505.88 48437
(d) | Capital works-in-progress 782.79 874.43 947.54 949.38 ' 1,038.76
(e) | Investment : _ 26.79 26.79 - 23.39 28.39 23.39
(f) | Current assets ' : - 7,874.02 8,910.89 8,771.13 - | 10,404.50 | 16,363.76
- TOTAL ‘ 9,368.03 | 10,462.50 | 10,616.64 | 11,888.15 | 17,910.28
Capital employed ~ -~~~ 7,388.84 | 8,509.14 9,154.94 | 10,056.05 | 13,778.68
Net worth ' 8,002.35 | 9,000.74 9,299.41 | 10,808.37 | 16,748.18
Note: o | '
1. Capital empﬂoyed replresems the mean oif aggregate of opemng and closmg balance of ]pand=up
' capital, reserves and borrewings. _
2, Net worth represents paid-up capital plus reserves Hess intangible assets.

- Provisional
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Appemdnx 7 6
(Referemce Pamgmph 7.12.6; Page MB)

Wofking@ results of Pondicherry Industrial Promotion Deveﬂopmem and Envesfcm;emt
€0H‘p0m¢mm Lumnted for t}he five yeazrs endmg 31 Mamh 2007

(Rupees in llalklht)

I £ 2002-03 ',2’003:-04 2004-05 | 2005-06 1| 200607+
'INCOME - - I T ' _ o
(@) | Interestontermloans . - | 653.81 | 69583 | 63455 | 521.81 |  474.00 -
| (b) | Interest on deposits with banks and | 20635 | 225.50 220.19 | 22048 | - 260.86
. |- co-operative society _ o - - -
() | Rent including hire purchase and 6049 | 6741 | 5665 | 11276 | 308.60 -
lease N o I . - SR -
(d) | Otherincome .- 7580 | 86.09 73.96 | 442.41%+  60.80
TOTAL 99645 |1,074.83 | 98535 | 1,297.46 | 1,104.26
EXPENDITURE o I o
@ | Iterest - © 259 | 073 | 069 |- 024 | 012 |
(b) | Administrative and other-expenses. 306.69 - | 36345 | 59423 514.78 42762
| (©) | Maintenance charges for industrial | 14.94 2121 | 5338 | 1963 | 2935
| estates.- S : _ T -
(d) | Depreciation . | 4269 | 4058 37.38 28.14 | - 2555
(e) | Provision for doubtful debts™ 1939 | 1644 | 3282 157.08 43.05
including investments and bad debts : - . : C o ' '
written off _ _
TOTAL 38630 | 442.41 718.50 619.87 525.69
Profit (+)Loss(-) 61015 | 63242 | 26685 | 677.59 578.57
- | Tax provision/payments o - 182.82 179.63 101.07 | 255.18 181.00
Profit after tax _ ’ 42733 | 45279 | .165.78 :422-.41' 397.57
# . Provisional ' ' :
** The abnormal mcrease in the other income dlurmg 2005- 06 was mamlly due to accounting of the

premium leasé income of Rs 5.62 crore relatmg to the earlier years on account of chamage in the
accounting policy dunng the year :
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~ Appendix—7.7
(Reference : Paragraph 7.12.7; Page 113)

- Sources and uses of funds

2002-03 ©2003-04 200405 2005-06 . 2006-07°
= =] ) =] o y-]
o 2 ] b 2 e - 2 e ] = ] b &2 =]
g2 | | ¥ || |¥ |5 |8 |2|8 |8 |2 |8 £
&l % | E & |2 || & | 2|2 |&|2 |8|&)|32 3
a < | A& <! a < a < |
(Rupeesin | (per (Rupees it | (per :(Rupeesin (per (Rupees in (per | (Rupees in lakh) (per
lakh) cent) |- lakh) cent) lakh) ceny) lakh) cent) cent)
. |- SOURCE ' ' '
@ t?ali:?x::'::g Cash | 'yso3 | 2893 | | 2994 | 2995 | — | 3806 | 3806 | - | 3m06 | 362 | —| 3700 388 —
- () | Increase in 377 250 | 3369 | 250 | 100 60| 300 2| 26| 300 | 1100 I —_ —
) share capital - 1 : : ’ §
(¢) | Grants from ' ‘ - : ’ . )
— 85 e - . 00 7
GOUGOP , 28 15 250 400 111 | 7225 | 400 1o 5,850 5570 | 479
(d) | Recovery of . .
(i) Principal 1,000°] 1,145 — | 1,150 | 1,418 — | 1200 | 1,150 | 447 | 1,200 | 1,201 — 1300 {© 1,734
(i) Interest 700 | -654 | 657 750 696 721 700{ 635 9291 700 521 | 2557 700 474 | 3229
(e) | Receipts from . . ) : : - . ) ‘
area .80 92 - 87 108 — | 123 | 73| 4065 123 151 - 183 270 -
development - : .
(®) | Intereston , e ‘ .
deposit with 1| 206) | 205| 225 —~ | 220 195 | 1136 | 20| 193] 1227 250 58 | 76.80
banks and } S ' . 68
dividend ) '
(8) | Other cash - 6s| 2|s0mm| sal | | 13| 18| ] 103] | = 145 200 -
inflow : : A4 ]
TOTAL 5085 | 5257 '5,505 | 5,871 6852 | 6100 | . 6,852 | 7,005 ' 12,128 12,144
USES _ ) ' '
(@) | Term loans 1200 | 1,385 — | 1,200 | 1,260 - 1350 | 1,177 | 1281 | 1,356 | 1,311 [ 289 ] 900 683 | 2411
(b) | Area 1,720 | 334 | 8058 | 1,571 85 | 94.59 | 2,149 360 | 8325 | 2,149 | 41| 98.09 515 90 | 8252
) development i
(©).| Administrative | 5,3 | 5y — 1 49| 3m —~ | 350 sm | esia| 350 | 497 ) 585 410
| expenses: ) . . . :
(d) | Repayments of : : .
loans and 27 26 - 12 4 3 3 3. 3 - 2| -y -
interest : ‘
(e) | SEZ — - — — | 500 |. 141 9720 500} 1,034 - 5750 | 5763 -
(f) | Others 398 205 — 245 384 | 56.73 271 283 | | M 281 - 183 450 | 14590 |
(g) - Investment n 100 . 100 50 — 100 | — — — — — — ) — —_ ‘___
shares e A
(h) | VCF/HF loans 375 - 100 100 - 100 - - - - - - — | 200 -—
(i) | Leasing/hire 50 ~ 1 10! -so | 100 _ I _ I I — -
purchase ]
(j) 1 Closing cash 892 | 2995 — | 1,848 | 3,806 — | 2,223 | 3,692 - | 2,223 | 3,838 - 4,193 4,547 | -
balance ] ) .
TOTAL .| 5085 | 5257 '5,505 | 5,871 6,852 | 6,100 6,852 | 7,005 12,128 12,144

Note: Only those deviations which reflect the negative performance of the Company are shown
Sources and Uses are worked out on actual receipt and payment basis

Provisional
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o Appemdﬁi =78
 (Reference : Paragraph 7.12.15; Page 120)

| Cases of sanction defects asw 6@31 March 2007

" (Rupees in lakh) -

Serial | Name of the Year of. Ameunt -’ . Overdues - -| Reasons for non-
mum 'ebr _ umn. sanctm}nl dnsbursgd “Principal | Enterest | Total. recovery
1. SriRam Tower | February | 7511 ° | 7511 | 168.31 | 243.42 | Failure to appraise
[ Tech - 1998 - S I the project . . -
_ , , - oo .| independently
2. . Jayaprakash March | 200.00 ,14'4.'00;4 30.00 .| 174.00 | Sanction of loan
| Co-operative : 2005 o B when the unit was
‘Spinning Mills U | incurrinig losses =~ -
3. Subha Organics | March 36.00 |- 26.88 | 16.71 | 43.59 | Improper project -
oot T 2001 C S : . : '| appraisal especially
with reference to tie -
up arrangements for
raw material and
N Sl marketing
4. | Muthuramalingam | September | 29.04 - | 2697 | 2122 | 48.19 | Failure to ensure
: »Modem Rice Mill | = 1995 C ' -adequacy of working
’ ' o capitaland =~
availability of raw
- , _ : material ~
5. | Murugan Jahﬁary 1310 . | 8107 | 655 14.65 | Failure to ensurée -
| Modern Rice - .| 2000 : SR A : arrangement of' -
Mill S | adequate working
' capital and raw
‘ material
6. RPM Retreads | February | - 16.50 1447 942 |- 23.89 Podr‘appraisal of the
' T 1999 . - ' : N | commercial viability
T 'of the project by the
o . : S - | Company -
TOTAL 369.75 | 29553 | 25221 | S47.74 |
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Cases of follow-up failure as on 31 March 2007

Appemﬁnx 79 .
(Reﬂ'ereme Paragraph 7.12.17; Page 121)-

(Rupees in lakh)

iy . . R Overdues
Se“l;ﬂ " Name of the unit Yealt'_of dz_%.lrll)nountd Reasons for non-recovery
number _ | sanction ) disourSeC | principal | Interest | Total - ’
1. Babu Modem Rice - De_t:emBer 15.50 15.50 17.26 32.76
Mill 1994 - : ‘ :
- - . Ineffective follow-up
October. | = 20.73 20.73 45.64 | 6637 i
1998 Lo
2. Rebarzaar Medi - | September |  94.93 9493 | 31676 | 411.69 | Failure to seize the assets in spite of
Plastic 1997 : i : repeated dishonour of cheques
3. Regma Ceramics April 2002 200.00 140.00 'NIL | 140.00 | Poor meonitoring and follow up and
" 1 - | failure to liquidate the security at the
] right time
4. Sree Krishné Modem | July2000 |- 21.88 21.63 15.77 3740 Failure to take action under Sec. 29 of
Rice Mill v ’ SFC Act
5, Mercy Tex Knit . June 1993 41.70 - 26.84 81.77 108.61 | Inordinate delay in taking possession
Private Limited . N of assets., Assets taken over only after
seven years since the first default
6. Priya Ceramics August 7917 11.63 84.20 95.83 Improper monitoring and follow up
: : - 1995 : resulting in-non-commeticement of -
’ : ‘project till the assets were taken over
17 Sun Moon Granites March 26.58 19.06 35.70 44,76 Abnormal delay in takeover of assets
s o 1992 under SFC Act .
| 8. Amrutha Foods July 2003 97.85 18.60 2747 4607 Delay in takeover of the assets under
' ' : ’ - SFC Act and poor follow up
9. Hotel Karthik - March 15.00 9.50 4.73 14.23 Ineffective follow up resulting in NIL
‘ 2003 : ' recovery.towards principal
September |  20.00 8.00 | 9.08 17.08 ’ '
. 2003
10. Techled Electronic March ) 9.06 9.06 . 12.64 - | 21.70 | No action was initiated under SFC Act,
: Company 1996. 1951 )
11 Pick Pack Packages | April 1995 14.00 10.70 © 937 20.07 Ineffective follow up
12. Ganapathy Polished February 13.92 11.79 349 15.28 Ineﬂ“ccti?e monitoring and follow up
Mosaic Tiles 2000 : : inspite of having a Branch office at -
Karaikal
13. Vengadachalapathy June 1996 25.00 2.00 3.01 5.01 Failure to recover the dues inspite of
Modern Rice Mill - ; provision of funds by the unit in its
- - June 1999 6.66 .0.66 1.10 1.76 accounts and poor follow up
TOTAL - 701.98 | 410.63 667.99 | 1,078.62




