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1. This Report has been prepared for submission to the_ Lieutenant 
. Governor under Section 49 · of the Government of Union 
Territories Act, 1963. 

2. Chapters I 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. 

3. 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 
Companies. 

4. 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. 

5. It is certified that the audits have been conducted in conformity 
\vi.th the Auditing standards issued by the Comptroller and Auditor 
General oflndia. 

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 ctore 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.l 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 cent) against the Government 
investment of Rs 712.36 crore in companies and co-operatives. 

(Paragraphs 1.1to1.10) 

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 6.3 7 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 2.1to2.4) 

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 v. astage of water. 

(Paragraph 3.1) 

4 Educational Development of Sc lleduled Castes 

Government of India implements various educational schemes to 
upgrade the educational levels of the weaker sections of the society. A 
review of efforts at promoting educational cevelopment of Scheduled Castes 
in Puducherry showed that funds for impkmenting 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 followed for processing of application 
for scholarships was deficient. The Department had not ensured payment of 
scholarships to all eligible students; the 1lepartment 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 guidelines. 

(Paragraph 3.2) 

5 Functioning of the computerise :I billing system in the 
Government Automobile Work ;hop, 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 entJ y 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 Goverrunent 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) 

7 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 perfonnance 
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) 
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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 Government 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 ohhis, 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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FINANCJES OF THE UNION 
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PUDUCHERRY . 





The accounts of the Union_ Territory (UT) Government are maintained in 
(i) the Consolidated Fund in which receipts 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 
general . cash balance of the GQI. GOI amended (September 200 li) the 

. constitution providing . maintenance of separate cash . balance by the UT of 
Puducherry with Reser\re Bank of India (RBI) and powers for raising of 
market foans. Government of Puducherry issued. notification (May 2006) 
fix_ing li 0 May 2006 as the date ()f separation of its cash balance from the 

cash ballance of GOL The separation has, however~ not taken place as yet 
. (November 2007). 

Finance Accounts of the UT Government of Puducherry are laid out in 
sixteen statements, presenting receipts and expenditure (revenue as well as 
capital), in the Consolidated Fund and Contingency Fund of the UT. The lay 
out of the Finance Accounts is depicted in ApJPliendlix 1.1 =Part A. 

· _1faMe=1.l summarises the finances of the UT Government of Puducherry 
for the year 2006-07 covering revenue receipts and expenditure and capital 
receipts and expenditure as emerging from Statement'." 1 of Finance Accounts 
and other detaHed statements. · 
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Tablle-1.1 ~ Summary of l!"eceipts and dlisblll!ll"sements for the yeair 2006-![)7 
(Rupees illll crnre D 

2(])06-07 

2005-06 Receipts 2006-07 . 2005-06 Disbmrsemellllts Non-
JP fan 

lPilallll 1l'otaR 

Section-A: Revelll11e 

1,802 Revenue receipts 1,884 1;794 Revenue 1,229 698 1,927 expenditure 
479 Tax revenue 570 381 General services 416 47 463 
511 Non-tax revenue 550 683 Social services 275 426 701 

Share of Union 
726

1 
Economic services 534 225 759 -- Taxes/Duties --

Grants from Grants-in-aid and 
812 Government of 764 4 contributions 4 .. 4 

India 

Section-R: Capfifail 

--

6 

353 

.. 
256 

2,417 

Miscellaneous -- 289 · Capital Outlay 4 356 360 
Capital Receipts 
Recoveries of 8 4 Loans and Advances 2 1 3 
Loans and disbursed 
Advances 
Public debt receipts 444 86 Repayment of Public· 97 

Debt 
Contingency Fund -- -- Contingency Fund .. 
Opening Cash 244 244 Closing Cash 193 
Balance Balance 
Total 2,580 2,4n7 'Jf'otai 2,580 

Following are the significant changes 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 capital expenditure increased by Rs 133 crore 
and Rs 71 crore respectively over previous year. · 

)>;> Increase in the recoyery of loans was· due to writing off the outstanding 
loan of Rs 2.39 crore llllder Village Housing Projects. The 
disbursement ofloans 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 GOI for meeting the non-plan expenditure while 
repayment increased only by Rs 11 crore. 

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

2 
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1.Jl..2 Treml!s ftirn :fnscmH mggiriegaties 

Fiscal position of the UT Government as. reflected by the key fiscal 
indicators during the. current year as compared to the previous year is given 
in 'JI'able~ll..2. 

Tall>Ile-Jl.;2 
1'Rllll1Pees Illlll crrnre 

' 2005-06 Sil.No Majm· Aggll'egates 2006-@7 

1,8®2 11.. Revenlllle Receipts (2+3+41) 1,8841 

479 2. Tax.Revenue 570 

·511 3. Non-Ta.X Revenue 550 

812 4. Other Receipts .. 764 

6 5. Nollll=Debt Capitan Receipts 8 

6 6. Of which Recovery of foans 8 

1,8®8 7, Tofaft Recenpts (1+5) . 1,892· 

1,115@ 8. Nrnm-IPilal!ll Expell1lidlfitume 1,235 

1,148 9. · .On Revenue Account 1,229 

171 10. . Of which Interest payments· .. 187 

(-}l* 11. Oill Capital Accomrnt 4 

3 12. ·On Loans disbursecll 2 

<})37 13. Pfan Expe!lllid!lit11Hre · 1,@55 

646 14. On Revenue Account 698 

.. 290 15. On Capital Account 356 

1 16. On Loans disbursed 1 

2,087 17. Tofall :Expell!ldiitw11re (113+8) 2,29@ 

(+) 8 18. RevenueSurplus (+)I Deficit(..:.) (-) 43 
(1-9-14) 

H279 19: Fiscal Surplus(+) I Deficit(-) (-) 398 
(17-1-5) 

(-) 108 20. Primary' Surplus(+)/ Deficit(-) (-)211 
(19-10) 

* The minus expenditure was due to issue of more stores from 'Stock' than that. 
purcha5edduring the year . 

During the current year, revemie receipts increased by 4:55 per cent (Rs 82 
· crore ), revenue expenditure increased by ·seven per cent (Rs 13 3 crore) over 
. previous year resulting in art increase of deficit of Rs 51 . crore . during 
2006-07 from the revenue _surplus of Rs eight C!Ore in previous year. Given 
the deficit of Rs 51 crore in r~venue account in 2006-07 along with an 
increase of Rs two croir.e under rion~debt capital receipts accompanied with 
an iii.crease of Rs 71 crore in capital expenditure and a_ decline of Rs one 
crore in disbursement of loans and advances led to fill 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)1 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 >ees in croret 

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 
(P) (QE) 

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 

4 
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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, constiruting 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 

n 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 1,272 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. 

T bl 15 R a e- . : evenue receipts - B . t as1c parame ers 
2001-02 2002-03 2003-04 2004-0S 2005-06 2006-07 

(J) (2) (3) (4) (5) (6) (7) 

Revenue receipts (RR) 1,073 1,185 1,303 1,631 1,802 1,884 
(Rupees in crore) 

Own truces (per cent) 269 (25) 276 (23) 353 (27) 404 (25) 479 (27) 570 (30) 

Non-true 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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(1) (2) (3) (4) (5) (6) (7) 

Rate of growth of RR 13.3 10.4 10.0 25.2 10.5 4.6 
(per ce111) 

RR/GSDP (per cent) 25 24 24 31 32 30 

Revenue buoyancy2 (ratio) 1.3 0.7 1.0 (-) 5.6 1.1 0.4 

State's own taxes buoyancy (-) 0.8 0.2 2.7 (-) 3.2 1.9 1.8 
(ratio) 

Revenue buoyancy with 
reference to State's own (-) l.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 
GO I declined from 4 7 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 GOI. 

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 cent) 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 

2 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 ill hospital 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 mm:e receipts from motor garages, guest house, Government · 
hostels and sale of election forms and documents . 

. Grants-in~aid 

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 Tmlble-1,6.. . . . . 

Tablle L«ii: .Grmm~s=inn=aid firnm GOJI 
(Amollllllllt- Rllll1Pees nllll cmJre 

2001-02 2002~03 20«]}3-04 2004-05 2005-06 2006-07 

Grants for UT plan 126 136 122 132 297 243 
schemes 

Non Plan grants 362 348 361 578. 468 492 

Grants for Centrally 14 13 . 13 16 47 29 
Sponsored Schemes 

'fotan 502 4191 4196 726. SU 1641 
Percentage of increase (+)26 .. (-)I (-) 0.2 . . (+) 46 (+)12 (-) 6 
(+)/decrease(-) over ' 

previous year ' 

.Arrears of !l'eVeJJUlle 

Arrears of revenue pending coll~ction which was Rs 109.39 crore in 
2005-06 increased to Rs: 14204,l crore in 2006-07 (30 per cent). These 
mainly relate to Electricity Department (RS 91.80 ctrore), 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 I;:xcise was dµe to non-payment.of fees by the lessees of 
arrack and toddy shops. The 'arrears pending coHection by Commercial 
Taxes. Department. include Rs 22.63 crore covered under official liquidator 
and :miscellaneous action and Rs 5. 7 6 crore covered by appeals in Court. 

1.4.1 Growth of expendliiture 

. Statement 10 of the · Finance Accounts depicts the detailed revenue 
expenditure by-minor heads and capital expenditure by major heads. The 
UT raises resources to perform its sovereign functions, to maintain the 
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existing nature of delivery 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 receipts are indicated in 1falble~l.7. 

Tablle-1.7~ 'f~tai expenditure- Basic parameters 

2001-02 2(]102-03 2003-04 20041-05 2005-06 2006-07 

Total expenditure (TE) 
1,225 1,304 1,445 1,771 2,087 2,290 

(Rupees in crore) 

Rate of Growth 
17.6 6.4 10.8 22.6 17.8 9.7 

(percent) 

TE/GSDP Ratio 
28.8 26.4 26.6 34.1 36.6 36.4 

(percent) 

RR !fE Ratio (per 
88 91. 90 92 86 82 

cent) 

Blllloyancy olf totan exjpe1I11dlftt1lll!re with reforerrnce to : 

GSDP (ratio) 1.7 0.4 1.0 (-) 5.03 1.8 0.9 

RR(ratio) 1.3 0.6 J.l 0.9 1.7 2.1 

Total expenditure during the current· year has increased by Rs 203 crore over 
the previous year of whlch revenue expenditure was Rs 133 crore, capital 
expenditure was Rs 71 crore off set marginally by decrease of Rs one crore in 
foans and advances. The increase in revenue expenditure was on account of 
increhsed expenditure under liand 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) mainlly 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 atTears 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 expenditure 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 expenditure was lower than the rate of increase in 
. GSDP of the UT. The higher buoyancy of total expenditure to revenue receipts 
indicates incre8Se in receipts enhanced the propensity of the . Government to 
spend during the year. 

Trends ln total expenditure by activiti,es: In terms of the activities, total 
expenditure 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 
expendittrre is indicated in Tablle-1.8. 

1fablle=:D..8: Compilllllll.ents l[JJf Expeltllditmnre - Refatiive Slbtanre 

il!ll percel!Bt 

200]-02 2002-03. 2003-04 2004-05 2005-06 2006-07 

Gelllleral Services 19.3 20.7 21.1 20.2 19.5 . 21.7 

Of which interest 
8.2 8.9 9.3 8.6 8.2 8.2 paym·ents 

SociaB Servke.s 27.9 30.7 31.5 36.3 37.2 33.9 

lEcol!llo~ic Services 52.0 48~0 46.8 43.0 42.9 44.l 

Grant.s-a11n-and 0.2· 0.2: 0.2 0.2 0.2 0.2 

Lmm.s and Advannce.s 0.6 0.4 . 0.4 . 0.3 0.2 0.1 

The share of expenditure on General Services, marginaUy increased mainly 
due ·to increase in the salary of Government servants ·with retrospective 
effect. The share of Economic Services 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. 

:L4.2 Incidem:e o:ft' revellilll!e expemllitu:re 

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 ·ove~aH revenue 
expenditure, its rate of growth, ratio of revenue expenditure to GSDJP and to 
revenue receipts and its buoyancy are indicated in T21ble=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 I, 151 l ,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 2 1.6 14.0 7.4 

NPRE 22.4 3.0 9.4 18.7 0.5 7.1 

PRE 10.8 10.6 22. 1 29.8 49.9 8.0 

NPRfJGSDP (per cent) 20.0 17.8 17.7 22 .0 20.1 19.5 

NPRE as per cent of TE 69.6 67.4 66.6 64.5 55.0 53.7 

NPRE as per cent of RR 79.5 74.2 73.8 70.0 63 .7 65 .2 

Buoyancy of Revenue Expenditure with 

GSDP (ratio) 1.9 0.3 1.2 (-) 4.T 1.4 0.7 

Revenue Receipts (ratio) 1.5 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 
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ll..4.3 Committed expend!ifure· 

Expenditure on salaries 

1f JM l 10 lE d' a • a e . ' xpen nture on sa mJl"lles .. 
20dH-02 2002-03. 2003-04! 2QJl04;..05 2005-06 2006-07 

Expenditure on 258 281 299 327 364 429 
salaries 
(Rupees in crore) 
Of which 

Non-plan head 223 237 249 268 287 326 
Plan head 35 44 50 59 77 . 103 
As per cent of 6.1 5.7 5.5 6.3 6.4 6.8 
GSDP· 
As per cent of 24.0 23.7 .22.9 20.l 20.2 22.8 
Revenue-Receipts 

During 2006-07, expenditme on salaries was Rs 429 cro)t'e (Non-plian Head -
Rs 326 cro:re; Plan Head - Rs 103 crore). The share of salaries in revenue 
expenditure was 22 per· cent during 2006-07 while relative to GSDP and 
revenue receipts it was 6~8 and 22.8 per.cent respectively. The expenditure on 
salaries increa8ed by 18 per cent over previous year (Rs 364 · crore in 2005.;06) · 
mainly due to revision of pay seal.es with retrospective ~ffect and payment of 
arrears. 

Pens.ion payments 

Table-1.ll.1: JExpendiit1uure oim pemisioims 
.. 

Headls 200Jl.;.02 2002.:.03 2003-04 ·20041-0S 21lb05-06 2®06~11n 

Expenditure 
on Pensions .. 46.67 57.24 71.82 .. 77.33 85.68 . W4.16 
(Rupees in 
crore) 

Rate of (-) 1.2 22.6 25;5 7.7 U2.l 20.2 
growth 

As .per cent 
1.1 1.2 1.3 L5 1.5 1.7 

ofGSDP 

Asper cent 4.4 . 4.8 5.5 4.7 4.8 5.5 
of RR 

Asper cent 
4.3 5.0 5.6 4.9 4.8 5.4 

of RE 

The increase in pension. paymeJ:tt! by 22 per cent from Rs 85.68 crore in 
2005-06 to Rs 104.16 crore in 2006-07 was mainly due to increase in number 
of pensioners, payment of tWo instalments of dearness relief to pensioners and 
revision of retirement benefits due to upgradation of pay scale with 
retrospective effect 
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Interest payments 

Table-1.12: Interest payments 

Percentage of interest 

Total Total 
payments 

Interest with reference to 
Revenue Revenue Payments 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 001 ranged between I I 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 001 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 

Amount 
Percentage increase(+)/ Percentage of 

Year 
(Rupees in crore) 

decrease(-) over previous subsidy in total 
year expenditu re 

200 1-02 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 
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ration card holders, free supply of rice, cloth, etc., made ·by various departments 
and cash incentives and subsidies paid to agriculturists as these are either not 
shown as subsidy in Government Accounts or dassi:fied as 'other charges', or 
'grants-in-aid' to agenciesimplementing the scheme. 

i.5.1 Quanilty of expendit11lli"e 

The availability of better social and physical infrastructure in the UT is 
.reflected in its quality of expenditure. The ratio of capital. expenditure to total 
expenditure as well as to . GSDP and proportion of revenue expenditure being 
spent on running efficiently and effectively the existing social and economic 
services .. d~termine the·. quality of expenditure. Higher the. ratio of these 
components to total expenditure and GSDP better is quality of expenditure. 
Table--1.14 gives these ratios during 2001-07. 

. . i 

· iflRl!ll1Pees nllll croire 
21fHH.-02 2002-03 2003-04 2004-05 21[J)l!Jl§..l!Jl6 2@®6-®7 

Capital Exieellllditmre 119 148 146 193 289 360 

Revenue Expenditure 1,099 1,151 1,294 1,573 1,794 1,927 

Of which 
Social ·and Economic Services 
with 

(i) Salary Component 210.42 224.72 238.15 258.65 266.41 318.29 
. (ii) Non-Salary Component 662.90. 674:65 758.19 96856 1,143.49 1,141.49 

As per cent of Tota& 
Expenditmre (exchnding foal!Rs 
and advances) . 

Capital Expenditure . 9.8 11.4 10.l 10.9 13.9 15.7 

Revenue Expenditure 90.2 88.6 89.9 . 89.l 86.1 84.3 

As per cent of GSDlP' 

Capital Expenditure 2.8 3.0 2.7 3.7 5.1 5.7 

Revenue Expenditure . 25.8 23;3 23.8 30.3 31.5 30.6 

The capital .expenditure inciicated an increasing trend with a marginal[ dip in 
2003-04. The capital . expenditure was incurred mainly 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 indicated. increasing trends but the salary component 
increased sharply during 2006-07 due to revision of pay scales whereas the 

. . non-salary component marginally. declined. However, non-sallary component 
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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 

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

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 
(b) Non-salary 

41.54 48.61 
component 

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 componenl 46.02 49.03 52.66 57.48 64.81 73.68 

(b) Non-salary 
component 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 4.88 5.27 5.43 6.67 

(b) Non-salary 
27.20 38.31 51.10 98.82 110.38 93.31 component 

Capital expenditure 14.61 21.84 27.21 34.25 40.84 38.32 

Total expenditure 46.54 65.00 83.19 138.34 156.65 138.30 
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(1) (2) (3) (4) (5) (6) (7) 

. Other Socfall. Services 
Revemme expeiffidlfttlll!lre 70.08 86:79 115.50 . 203.80 267.42 214.77 

Of which 

(a) Salary component 15.90 17,02 18.59 16.22 13.77 . 18.95 

(b) Non-salary 
54.18 69?7 96.91 187.58 253.66 195.82 

component 

Capital expemlliture 0.47 LOO 0.89 5.00 3.63 5.46 

·. TotaD expel!llditmre 70.55 87.79 1i6.39 208.80 27U}5 2:W.23 

TotaR (Soicial Servlicies) 

Revenue expellllditmre. 319.20 361:07 411.13 578.97 683.86 701.23 ,. 
Of which 

(a) Salary component 162.35 175!51 185.43 201.27 210.36 242.73 

(b) Non-salary 
component 

156.85 185:56 225.70 377.70 473.50 458.50 

Capital expemlliture 22.23 39.68 43.78 64.37 93.67 75.34 

Tota~ expenditu1Hre 341.43 400.75 454.9! 643.34' 777.53 776.57 

1'he allocation. to social. services increased at an· average· annual growth rate of 
21 per cent from Rs 341.43 crore in 2001.;02 to Rs 776.57 crore in 2.006-07. 
Expenditure on social services during current year accounted for 34 per cent of 
total expenditure and 43 per cent of developmental expenditure5

. Relative to 
2005-06, the revenue· expenditure l:tnder 'Social Services' increased. due to 
revision of pay scales of Goveiirunent employees of Education and Heallth 
departments. A consistent increase in expenditure on education and heallth 
sectors during the period 2001-07 as wen as its dominant proportion in both the 
revenue and total expenditure : incurred on social services indicates the 
Government's increasing commitment to improve social well being . of the 
society. 

1.5.3 JExpemllftt1u11re on JEcrnrnomic Services 

Expenditure on economic services includes all such expenditures as to 
promote directly or indirectly, productive capacity within the States' 
economy.· The trend of expenditure under various components of this sector 
are shown in Talbile L16~ · · , · ·· 

Developmental expenditure is defined as the total expenditure made on social 
and economic services · 
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Table-1.16: Expenditure on Economic Sector 
(Rupees in crore) 

2001--02 2002--03 2003-04 2004--0S 2005-06 2006-07 

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

AKriculture 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 

{b) Non-salary 
component 

33.20 34.23 40.11 52.21 71 .97 77.05 

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 

(b) Non-salary 
4.89 7.88 

component 
6.89 11.42 12.90 13.73 

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 

{b) Non-salary 
394.24 392.91 412.09 431.47 432.09 459.25 

component 

Capital expenditure 24.93 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 4.34 4.53 4.81 

(b) Non-salary 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 I 19.44 105.31 
Of which 

(a) Salary component 8.52 8.58 9.37 10.10 10.33 12.20 

(b) Non-salary 62.19 39.06 54.29 71.10 109.11 93 .11 
component 

Capital expenditure 28.90 23 .25 32.51 33. 11 48.13 99.05 

Total expenditure 99.61 70.89 96.17 I 14.31 167.57 204.36 
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. (Jl) (2) (3) (41) (5) (6) (7) 

Tofall (Econoinnulc S~nriices) 
Reve11Jme Hpemudlntmre 554.12 538.30 585.21 648.24 726.03 758.55 
Of which 

(a) Salary component . 48.07 49.21 52.72 57.38 56.04 75.56 
(b)Non-salary 

. 506.05 489.09 532A9 590.86. 669.99 682.99 component 
CaJPitai expenditUllre 82..45 87.69 91.61 113.25 169.10 251.69 
TotaD expenlliitmre . 6~6.57 625.~9 676.82 761.49 895.13 l!,@:W.24 

The alloc~tion to economic services increased at an average annual growth rate 
. of IO per cent from Rs 63 7 crore 4} 2001-02 to Rs 1,010 crore in 2006-07. The 
expenditure on Economic .SerVices (Rs l,O 10 crore) during 2006-07 
(f abnC.. 1Jl.6) accounted for 44 per ~ent 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 increase in the' revenue expenditure under this sector over 
· 2005-06 was · due ·to ·revision of' pay scales of Government employees in 

Agriculture· ·and ElectriCity dep~ents, the sharp increase in · Capital 
expenditure was due to increased investni.ents in Government companies and 
establishment of fishing harbour at Karaikal. 

1.5A Final!llcfall assista!llce to focal bodies alll\dl othell" illllstituntimns 

The quantum of assistance provided by way of grants and loans to local bodies 
and others during the six year perioq 2001-07 is presented in Tablle-JJ..1 i. · 

Tabie= 1.17: Final!D.ciaB assistance fo !local bodies and other ftimstitutnmns 

{RUl!Jlllees fillll crorel 

2{){11-02 2002-03 2«Jl{l3-04 . 2{)04-0§ 

_Educational Institutions (Aided 
Schools) 9.15 8.75 12.01 10.90 

· Municipal Corporations and 
Municipalities · 16.62 26.89 21.73 19.24 

Commune Panchayats 12.10 l 1.49 14.39 8.27 

Statutory Boards/ Authorities 48.10 48.96 61.59 152.43 

Co-operatives l l.50 9.53 15.44 31.71 

Other Institutions** 2.80 5.24 6.50 559 

'JfotaB ·. 11.00.27 1Il0.S6 I 131.66 228.14 

Assistance as per percentage of 
Revenue Expenditure 9 10 10 14 

. * Differs from Kast year',s report <lllllle ~o reddiicatnollll olf mnsdassnlficatmllll 
** WeRfaure societies and! JH!inndlll.ll religionns nnnstntuntimns 

21()()§..06 2®06-07 

*lLS4 10.93 

43.26 40.67 

31.11 19.78 

*218.44 151.50 

25.47 27.78 

2.28 9.57 

332.!0 260.23 

19 14 

The financial assistance extended to local bodies and other institutions 
decreased froin Rs 332.10 crore 1n 2005-06 to Rs 26023 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 infonnation 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 biH 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 Banlc credited the money and 
attributed the delay to administrative reason. It was, however, seen in audit 
that the challan kept by tlie 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 notice of the Government by Audit for Vigilance 
investigation. 

In the Government· accounting· system; comprehensive accounting of fixed 
assets like land and buildings oWned by the .Government is not done. However, 
Government accounts do capture the finandal liabilities. of Government and the 
assets created out of the expenditure·· incurred. Appel!D.dix 1.5 gives an abstract 
of· such liabilities and the assets as on 31 March 2007, compared with the 
corresponding position on 31 ·March 2006. While the liabilities in this 
Appendix consist mainly of loans and advances from the GOK, the assets 
comprise mainly the capital outlay and loans and advances given by the UT 
Government and cash· b.alance. ·The good financial position. of the Government 
is revealed by the fact that the Government Habilities constitutes only 
87 per cent of the assets. Appendix 1.2 depicts the time series data on UT 
Government finances for the period 200 l ;.07. 

t.1.1······1imcomplete projects· 

. J:'here :were 46 incomplete projects which were schedulled for completion before . 
31March2007 on which Rs 57.90.crore of Capital expenditure was incurred. 
The time oveM1m 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 hllldgeted cost of Rs 15.37 crore and 
no revised sanction were issued for these works. 

1. 7.2 lnvestmel!D.ts and returns 

As of 31 March 2007, Government had invested Rs 712.36 crore mainly in - . . . 

Goverllinent companies .and Co-operatives (Tabie-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 1 l.5 per cent on its borrowings 

·during 2001-07. 
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Table-1.18: Return on investment 

Investment 
Average rate Difference 

at the end of Return Percentage of interest on between 

Year the year 
of return Government interest rate 

borrowing and return 

(Rupees in crore) (per cenf) 

2001 -02 446.76 0 .73 0 .2 I 1.5 11.3 

2002-03 476.59 2.84 0.6 11.2 10.6 

2003--04 517.85 2.47 0.5 I 1.1 10.6 

2004-05 554.12 2 .79 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 earning 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). 

(1) 

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

<Ruoees in crore· 

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

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

Opening balance• 53.74 50.82 50.16 44.89 44.06 41.76 

Amount advanced during 
7.32 5.43 4.95 5.46 3.85 3.08 

the year 

Amount repaid during 
6 .24 5.88 6.22 6 .26 6.15 8. 11 

the year 

Closing balance• 54.82 50.37 48.89 44.09 41.76 36.74 
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.. 

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

Net addition 1.08 (-) 0.45 (-) 1.27 (-)0.80 (-) 2.30 (-) 5.02 

Interest· received 3.15 · l.~3 1.82 1.97 2;07 5.53 

. Interest received as per 
cent to outstanding loans 5.7 3.6 3.7 4.5 5.0 15. l 
and advances · · 

Average illterestrate (in 
per cent) paid on 
borrowings by UT 11.5 11.2 11.1 10.7 10.2 9.4 

Government. 

Difference between , 

average interest paid and 5.8 7.6 7.4 6.2 5.2 HS.7 
received (per cent) 

* The difference between openmg balance and closing balance of previous year were due to 
pro form a corrections made during the respective years . 

.. During the current year major portion 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 Housing Projects. Excluding this, mterest 
received against the loans advanced was 6.2per cent during 2006-07 as against 
five.per cent in previous year and .the difference betWeen ·interest paid and 
received would be 3 .2 per cent instead of(-) 5. 7 per cent. 

Five Heads of Departm~nts viz., · Social Welfare, Fisheries, lridustries, Local 
Administration and Civil Supplies. had not given the certificates of acceptance 
·of balances outstanding as reflected in Government account. 

·Audit scrutiny of the loan recovery . records maintained by· Agriculture, Social 
Welfare, Fisheries and Industries departments revealed the following: 

. . 

· );;>- The Agriculture Department did not take any action to recover the loan 
of Rs 1 A8 crore outstanding from a private sugar mill which ceased to 
function from 2003-04. ·. 'fhe assets of ·the mill were solid by a . 

. nationalised. bank and after recovering the dues,. the balance amoUn.t 
was kept under the custody of High Court .. 

);;>- Though the Social Welfare Department obtainecl Government 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 fyom Government accountS during 2006-07. 

);;>- ·The balances under various heads recorded in the books of the Fisheries 
Department did not match with those reflected in Government 
Accounts. 
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~ 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 

Fiscal Liabilities 
945 1,113 1,312 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 

Revenue Receipts (per 88 94 101 95 JOI I 15 
cent) 

Own Resources (per 165 162 163 172 184 194 
cent) 

Buoyancy of Fiscal 
Liabilities to 

GSDP (ratio) 1.7 I.I 1.7 (-) 4.06 1.8 1.8 

Revenue Receipts (ratio) 1.3 1.7 1.8 0.7 1.6 4.2 

I Own Resources (ratio) 

6 

4.0 0.9 1.0 1.5 1.8 

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 dose of the year 2006,.07 comprised of non-plan loans (Rs 1,614.64 
crore); loans for plan schemes (RS 55L94 crore) and loans for CSS (Rs L16. 
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 
200 l-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. 

Guarantees are Habilities contingent on the ConsoHdated Fund of the State 
in case of default by the borrower for whom the guarantee has been 
extended. Though the Goverllm.ent of UT Act, 1963, was amended 
empowering the Government of Puducherry to maintain separate cash 
balance and give guarantees on the strength of its Consoiidated 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 
guarantees were given by GOI and outstanding guarantees at the end of the 
year since 2001-02 as shown. in 1'alMe=1.21. 

TabHe=1.2Jl.: Guairamtees given lby Government of lllllldlia for tl!ne 
Gove:rnmermt oif Union 'f er:ritmry of Purlluchell"iry 

ffi.U1111>ees ftnn (Cl!"OIJ"e) 

Yeall" 
Maximum aml[]llllll!ll1t Outtstarrndlinng ammnllll11: of 

guamnn11:eed gU11illll"arrn1l:ees 

2001-02 37.55 22.90 

2002-03 37.55 18.38 

2003-04 34.94 11.38 

2004-05 22.14 8.53 

2005~06 . 34.94 7.78 
,, 

2006-07 33.78 4.26 

No guarantee was invoked during any of the six years. 

23 



Audit Report for the year ended 31March 2007 
e ~ ·· .. s i" --~ . Sb _. § + •ii i#· ,. - ~ a w• 

The. debt sustainability 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. Sustainabiiity of debt therefore 
also refers to sufficiency 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 stabilisation in term of . . . 

debt/GSDP ratio. 

1.9.l Debt stabillisation 

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 r 
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 cons~t or debt would stabilise 
eventuaHy. On the other hand, if primary deficit together with quantum 
spread turns out to be negative, Debt-GSDP ratio would be rising and in 
case it is positive, Debt-GSDP ratio woulid eventuaHy be falling. Trends in 
fiscal variables indicating the progress towards the debt stabilisation are 
indicated in TabHe 11..22. 

Tmble 1.22 : Debt stabmsatnon : ][ndkators and! Trends 

2002-03 2003-04 2004-05 '.:W05-06 2006-07 

Average Interest Rate (per cent) · 11.2 11.l 10.7 10.2 9.4 

GSDP growth (per cent) 15.8 10.3 (~) 4.5 9.8 10.5 

Interest spread (per cent) 4.6 (-) 0.8 (-) 15.2 (-) 0.4 l.l 

Outstanding Debt (Rs crore) 1,113 1,312 1,553 l,820 . 2,168 

Quantum Spread (Rs crore) 51.20 (-) 10.50 (-) 236.06 (-) 7.28 23.85 

Primary Deficit(~) I Surplus(+) (+) 3 (-) 2 (+) 19 (-) 108 (-)211 
(Rs crore) 

TabUe 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 period. Although the ratio of fiscal liabiHties to GSDP 
is relatively low but its increasing trend viewed . along with the increasing 
Fiscal Deficit - GSDP ratio is cause of concern as it may impair the UT's 
capacity 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 

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 (-) I 19 

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 t(xpenditure 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 2002-03 2003-04 2004-05 2005-06 2006-07 

Loans and advances from GOI 

Receipts 193.34 229.96 268.40 347.54 353.33 443 .76 
Repayment 

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

20 23 24 25 27 36 (percent) 

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 oer cent) 

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

Revenue deficit (RD) 
(-) 26 (+) 34 (+) 9 (+) 58 (+) 8 (-) 43 

(-)/Revenue surplus(+) 

Fiscal deficit (FD) (-) 146 (-) 113 (-) 136 (-) 134 (-) 279 (-)398 

Primary deficit (PD)(-)/ 
(-) 45 (+)3 (-) 2 (+) 19 (-) 108 (-)211 

Primary Surplus(+) 

RD/GSDP 0.6 -- -- -- -- 0.7 

FD/GS DP 3.4 2.3 2.5 2.6 4.9 6.3 

PD/GSDP 1.0 - negligible -- 1.9 3.3 

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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1 
2001-02 
2002-03 
2003-04 . 
2004-05 
2005-06 
2006-07 

. Chapter I:-- Finances of the Union Territory Government of Puducherry 

revenue surplus for four. years (2002-06) although with wide inter 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 borrowing of the Government and its· total resource gap, · 
increased from Rs 146 crore iti 2001..:02 to Rs 398 crore in 2006-07. 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. As proportion to GSDP, fiscal deficit had reached 6.3 per cent in 

.2006-07. . 

An increase of Rs J 19. crore in fiscal deficit along with an increase of Rs 16 
crore in interest payments led fo an increase of Rs · 103 crore in primary 
deficit during 2006-07 from Rs 108 crore in 2005-06. 

1.10.2 Quality ofDeficit/Su1ui:JlHus 

The . ratio of RD to FD .and the decomposition· of Primary Deficit into 
primary revenue deficit7 and capital expenditure (induding 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 
variations, revenue account of UT turned . into deficit again during the 

. current year indi~ating the fact that some part- of borrowed funds are 
diverted towards current consm11ption. · 

Non-
debt · 

receipts 

2 
1,079 
1,191 . 
1,309 
1,637 
1,808 
1,892 

7 

Table L26~ Primary deffoit/Surphns - Bifmrcation of fadmrs 

ffilllll!lHees nllll Cll"Oll"e) 

·.Primary.· . ! Loans 
·Primary JP1rnmary 

Revenue 
Capital. 

and -
Primary revenune defndt (-)I 

expenditmre expenditure ·advances 
Expenditure deficit (-) I sunrJPilluns 

sunirpllllls (+) (+) 
3 4 5 6 (3+4+5) 7 (2-3). 8 (2-6) 

998 119 7. · 1,124 81 . (-) 45 

1,035 148 .. 5 . 1,188 156 (+) 3 
1,160 146 5 1,311 . 149 (-) 2 
1,420 193 5 1,618 217 (+) 19 
1,623 ·. 289. 4 .. 1,916 185 (-) 108 
1,740 360 3 2,103 152 (-)211 

· Primary revenue deficit . defined as gap 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 expenditure 
incurred under revenue account 
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The· bifufcation 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 ill 2006-07 with 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. 
h 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 remaining years it 
experienced the primary deficit largely on account of increasing capital 
expenditure. · 

The table on indicators of fiscal heallth relating to 2006-07 of UT of 
Puducherry is given below:· 

. TaMe 1.27: hudicators ofFiscai Health (inpe.r cent) 

Fiscal Indlicators 2002-03 2003-04 2004-05 2005-06 2006-07 

(I) (2) (3) (4) (5) (6) 

I Resource Moll>iilisatio111 

Revenue Receipt/GSDP 24 24 31 32 30 

Revenue Buoyancy 0.7 1.0 (-) 5.6 lJ 0.4 

Own Tax/GSDP 5.6 6.5 7.8 8.4 9.0 

Own Tax buoyancy 0.2 2.7 (-) 3.2 1.9 1.8 

HK Expendnture Mllllllagemennt 

Total Expenditure/GSDP 26 27 . 34 37 36 

Revenue Receipts/ Total Expenditure · 91 90 92 86 82 

Revenue Expenditureffotal Expenditure 89 90 89 86 84 

Capital Expenditureffotal Expenditure 11 10 11 14 16 

Buoyancy of TE with RR 0.6 I. I 0.9 1.7 . 2.1 

Buoyancy of RE with RR 0.5 1.2 0.9 1.3 1.6 

HI Management of JF'iscaU ImbaDllllllces. 

Revenue deficit(-) /Revenue Surplus (+) (+) 34 (+) 9 (+) 58 (+) 8 (-) 43 
(Rs in crore) 

Fiscal deficit (Rs in crore) (-)113 (-) 136 (-) 134 (-) 279 (-)398 

Primary Deficit(-)/ Primary Surplus(+) (+) 3 (-) 2 (+) 19 (-) 108 (-)211 
(Rs in crore) 

Revenue Deficit/Fiscal Deficit - - - - 11 
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(1) (2) (3) (4) (5) (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 4.2 

Buoyancy of FL with Own Receipt 0.9 1.0 1.5 1.8 1.5 

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 0.3 0.1 

Financial Assets/Liabiiities 1.26 1.23 1.23 1.20 LIS 

The perfonnance of UT of Puducherry viewed in terms . of key fiscal 
parameters - revep.ue, 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 weH as 
recovery of loans and. advances could not meet the Non-plan revenue 
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 additional 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 Government vis-a-vis those 
authorised by the Appropriation.Act. 

The objective of Appropriation audit is to ascertain whether the expenditure 
, 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. . · 

. 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 SI grants/appropriations. The 
summarised position of· actual expenditure during 2006-07 against these 
grants and appropriations is as foUows: 
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(Rupees in crore) 

Nature of Original Supplementary 
Actual Saving(-)/ 

expenditure grant/ grant/ Total 
expenditure' Excess('+-) appropriation appropriation 

Voted I Revenue 1,775.11 155.12 1,930.23 1,74 1.40 (-) 188.83 

II Capital 646.47 23.40 669.87 378.80 (-) 291.07 

HI 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 -- -- - - -

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 takirig into account the recoveries 
adjusted in accounts as reduction of expenditure. 
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2.3.l In four grants, against additional requirement of Rs 88.14 crore, 
suppleinentary provisions of Rs 93.07 crore were obtained resulting in 
aggregate savings of Rs 4;93 crore (Details are given in Ajppelllldix - 2.1). 
The savings in each case exceeded Rs 50 lakh. In one grant2, the entire 
supplementary provision· of Rs 4.38 lakh proved unnecessary as there was a 
saving of Rs 20 .11 lakh. · 

2.3.3 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 (Details are given in Appenul!ix - 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 l 0 per 
cent of the total provision, resulting in an excess of Rs 130.46 crore. In 25 
out of these 58 cases, the expenditure exceeded the approved provision by 
l 00 per cent. (Details are given in Appel!lldix - 2.3). 

2.3.4 Re-appropriation is transfer of funds within a grant from one unit of 
appropriation where savings are anticipated to another unit where additional 
funds are needed. In· five cases_, re-appropriation was· proved unnecessary 
(Details are given in Appeml!ix - 2.4). 

2.3.5 Antncipatecl! saviHllgs llllOt su!l"renJl((!l<eired 

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 
stirrendered 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 surrend~red (Details are given in Appendix -2.5). 

2.3.6 Expel!lll!!i1ture Ollll Cellll1tll'aUy Spm11s@1red §clme:m.es 

Out of Rs 3L71 crore provided as Final Modified 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 ·o.52 crore), the expenditure was less than 50 per cent of 
provision in respect of seven schemes. 

Scrutiny of the records re fating ·to budgeting ·and expenditure control 
maintained by Animal Husbandry, Public Works, Transport, Information 

2 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 Budget Actual Amount 
withdrawn by and description provision Expenditure Re-appropriation Remarks 

(Rupees in l11kh) 

Grant No.16 Funds provided on ad hoc basis for 4059.01 .051 (3) 
Construction of 250.00 26.00 224.00 

payment of consultancy charges 

Assembly 
even before clearance of work by 

Build in~ 
High Level Committee. 

Provision of funds was made on 
ad hoc basis. While one Division 

4059 .80.800( I) 
spent Rs 14.80 lakh only, out of 

Construction of 
Rs 160 lakh, another Division 

infrastructural 
could obtain sanction for works 

facilities in the 
250.00 32.80 217.20 amounting to Rs 27.50 lakh only, 

Tsunami affected 
against the allotment of Rs 80 lakh. 
Of this, one work was not 

areas 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 m the following cases 
resulting in savings: 

<Rupees in crore ) 

Budget Requirement as 

Htad of Account and description 
provision/ revealed from Excess ovrr Savings 
Revised the rccordJ of requirement 
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 
4210.0 1.110(2)( I) - 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. 

2.4.3 Erroneous provision of funds 

The Chief Engineer, Public Works Department provided Rs eight crore for 
Y anam 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) 

Provision Aclual 
Head of Account FMG Expenditure Savings 

Original Supplementary 

2403 .101(1 )(1) 85.67 40.23 125.90 107. 02 18.88 

2403 .102(1 )(I) 101.11 57.56 158.67 149.29 9.38 

2403. l 02( l )(2) 27.59 34.12 61.71 51.34 10.37 

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/ Amount Remarks description drawn 

Grant No.22 Co-<>peration 
The amount was drawn and deposited with 

2401.195(9) - Assistance to 
Pondicherry State Co-operative Bank Limited 

Agricultural Credit Co- 550.00 pending receipt of orders from Government of 
India for waiver of loan and interest due from operative Societies 
the farmers to the Bank. 
Although the grant of Rs 18 lakh released in 

Grant No.28 Industries 
March 2006 was not utilised by the 

2851.003(1)(1) and 
Puducherry Management and Productivity 

2851.789(1)(1)- 87.40 
Council (as additional land required for the 

Construction of a separate work was not transferred by the Director of 

Office-cum-Training Hall 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. 

Name of the 
FMG Expenditure 

scheme Remarks 
(Rupees in lakh) 

Special 
The scheme which was implemented for women' s 

Livestock 
self help groups during 2005-06 was extended to 

Breeding 
276.06 271.90 assist Below Poverty Line (BPL) fanners and 

Rs 133.92 lakh was drawn for extending subsidy to 
Programme 

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 loans fr~m 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 Pfan outlay by 

· Rs 366.55 crore, Government 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-furnishing of specific reasons for 
withdrawal of Rs 117 .3 7 crore. 

\. 
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PERFORMANCE AUDIT 
' 

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. 

lfU~f.tlC WORKS DEPARTME~'f 

__ __.Review on Urban Water Su ~ly Schemes 

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. 

Ground water was extracted in excess over requirement in 
Pilducherry, Karaikal and Mahe regions and schemes for using surface 
;water were not im~ted in Puducherry and Mahe regions for want 
o(land. --~~ ........ ....::....~.--....::.........ao.~~ 

(Paragraphs 3.1.6.1 and3.1.6.2) 

P.OOr plaDDing MMJ non-adherence to Government of India 
lill$D"u4:tl0lns in d•igning schemes in Puducherey and Karaildal regio~ 

iiilte in wasteful ex naiture of Rs 82.14 lakh. 
(Paragraphs 3.1. 7.1 and 3.1. 7.2) 

· Infrastructure facilities beyond requirea1ent were created f o 
treatment and storage of water in Yanam region during 2002-07 at 
cost of Rs 10. 73 crore. 

(Paragraph 3.1. 7.3) 

Avoidable delay iil completion of three schemes and non 
commissioning of one scheme in Puducherry region and non 
commissioning of pipel~es laid in Yanam r~on resulted in blocldn& of 

15.09 crore. 
(Paragrapli 3.1. 7.5) 
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(Paragraph 3.1.8.2) 

3.l.1 . InttJrodudimn 

The Union Territory (UT)· of Puducherry comprises four geographically 
isolated regions1 with an urban population of 6.48 lakli2. Drinking water 
requirement in urban areas· of Puducherry and Karaikal regions is met by 
utiHsing 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 Godavari river supplied by Andhra 
Pradesh Government. . 

Tenth Plan (2002-07) laid stress on (a) qualitative improvement of water 
ensuring slistainabiHty 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, redesigning/relaying 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 impiemented Water Supply 
Schemes .(WSS) in th,e urban areas during 2002-07 at a cost of Rs 103.27 
crore (Capital: Rs 80.76 crore and Revenue: Rs 22.51 crore). 

Central. ·Public. Health aind . Environmental .Engineering Organisation 
(CPHEEO) prescribes guidelines 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 zones3 Were completed before the commencement of the tenth plan 
period. Works in three more zones (Zone H, 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 Y anam, only infrastructure development 
works were carried out. 

2 

Puducherry, Karaikal, Mahe and Yanam 
2001 census 
Zone I, IV and V 
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3.1.2 O:rganisational set up 

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

3.1.3 Audlit obj~ctlive 

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, efficiency and effectiveness in revamping the existing 
system and creation of additional sources . 

)P> the economy, efficiency and effectiveness of the operation and 
maintenance system. 

3.1.4 Audit criteria 

)» CPHEEO Manual 

)P> Government Plan Document 

);- Central Public Works Department Works Manual 

·~ Government orders· and circulars; instruction issued by Government/ 
CE/SE. • . 

;;... Rules on water comiection 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 reyiewed during January 2007 to Maf2007. 

· Site visits were conducted and discussions were held with the officers. An 
entry confetence was· held in February 2007 with the CE. In the exit 
conference held in June· 2007, the Secretary to Government assured to 

· review the status and take up action on the audit observations. 
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The department drew 
ground water in 
excess of norms 
prescribed by 
CPHEEO 

Schemes to use 
surface water were 
not implemented due 
to non-acquisition of 
land 
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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 (lpcd) 
of water for cities having sewerage system and not having sewage system 
respectively and an additional 15 per cent for transmission loss. The 
department extracted ground water in Puducherry, Karaikal and Mahe 
regions much in excess of requirement as detailed below: 

Population projected from Water Water actually 
2001 Census Norm as per requirement drawn a nd 

Region CPHEEO (in million supplied du ring 
Month Populat ion (in lpcd) litres per day the month 

(mid)) (in mid) 

Puducherry May2007 5,66,426 155.25 87.94 121.85 

Karaikal March 2007 84,843 80.50 6.83 11.00 

Mahe November 
38,637 80.50 3. II 4.73* 

2006 
' 

* 1.45 mid 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 200 1) 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, 
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. however, returned by the Revenue Officer with a request to submit a revised 
proposal (January 2007) for acquiring the land under normal acquisition 
proceedings as courts have taken· strong exception 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 Planning 
Department. The avoidable delay in acquiring land resulted in non-

Expendli.tmre ollll 
constrncting·a WSS 
in private lannd · 
resulted! in non­
utilising. of 
infrastructure· costing 
Rs 23.!7 lakh 

implementation of the scheine. · 

The department induded a scheme for construction of a treatment plant in 
Karaika] . for using surf ace water of Arasalar river in the Annual Plan for 
2002-03; but the esti~ate 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 
credentials of the bidders and retendering was yet to be done (August 2007). 

~ ' 

In order to augment the short supply of drinking water in Mahe during 
summer months, the department carried out (March 2001) detailed 
investigation through a consultant for harvesting rain water and storing it in 

. newly 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 
fearing drying up ·of their wells, .the proposals for issue of notification for 
acquiring land for the other pond, sent by ·.LAO in January 2004, was 
pending with Government {May 2007). 

3.1.7 Revamping of existing systems.to meet the demand 

Water Supply Schemes comprise .creation of sources with infiltration wells 
(for surface water) and boreweHs (for ground water), construction. of 
treatment plants (for surface water), conveyance of treated water to sumps 
and service reservqirs and supply of water to consumers through distribution 
system. · CPHEEO has pr~scribed riorms for arriving at the capacity of 
various infrastructure to be created and their designed life period to improve 
the . ·efficiency and effectiveness of the schemes and economise the 
expenditure. The execution of various works by the department disclosed 
the following deficiencies: · · 

3.1.7.1 Wasteful expenditmre due to poor planning 

In order to augment the shortfaJI in water supply to Kanuvapet area, the EE, 
Public H~alth Division, Puducherry constructed (January 2004) two 
borewellsata cost of Rs 2.72 lakh.and awarded (March 2004) the work of 
construction of compound wall to protect .the structure and the pumping 
main to be laid. The work was stopped after spending Rs 15. 71 Iakh due to 
claim by a private party that the land on which one of the boreweils. was 
located and a portion of the land used for constructing compound wall were 
hfs propert)r. 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 propos~d to use the other borewell located. 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 years4 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 lak.h 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 GJnd 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 ca.Pacity 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. 

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

4 
Water requirement for the projected population at the end of 16 years including one 
year project period at the prescribed nonn 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 
carried 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 arid 
12.05 lakh litres respectively as of March 2002. The departllient 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 anci the department is 
not supplying treated water to industries, the water requireinent for.· this 
population adopting the norms prescribed by CPHEEO would be 4.735 
mld5

• Hence, the re~uirementofinfrastructure would be 4.735 mld ofWTP, 
7.5 lakh litres OHT and 3.75 lakh litres sump. As such, the infrastructure 
existed as of March 2002 would be more than adequate. By boosting the 
projected population to 90,300, adopting higher norms of 100 lpcd 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 mid, eight OHTs of22 lakh lifres capacitY .. and eight sumps of 11 lakh 
litres capacity at a total cost of Rs 10.73 crore (vide Appendix - 3.ll). 
Failure to follow CPHEEO guidelines resulted in creatio.n of unnecessary 
infrastructure, wastage of water and higher cost of maintenance. · · 

Goveniment contended (November 2007) that the additional infrastructure 
·was provided to cater to the projycted population for 30 years (upto 2033) 
and the requirement of surrounding populatfon of neighbouring Andhra 
Pradesh and industrialisation was also considered. This contention was not 
factual as the project reports considered the requirement of projected 
population of 15 years as provided 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 paid on equipment .. 

Central Excise notifications issued in · March 2002 and September 2002 
exempts payment of Central 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 
exemption can be claimed by the contractor by obtaining· a certificate from 

.s 
6_ 

50,000 X 70 lpcd + (15% unaccounted for water+ 0'.710 for fire fighting) 

15 per cent of 4.735 mld 
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the District Collector through the department. While issuing tender for the. 
three water treatment plants in Y anam 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 total cost of Rs 6J 3 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 their final bills. 

3.1. 7.5 Blocking of funds due to time overrun 

CPHEEO prescribed a time limit 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 GOV 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 takirig up the works and iri erection and commissioning. 
The cases are discussed below: 

Krishna Na.gar Scheme 

To augment acute shortage of water in Krishna Nagar, a newly developed 
area in Puducherry region, Government sanctioned (i) construction of , 

. additional storage facilities .. and puniping main in February 2002 and (ii) 
creation of additional source and construction of head works and 
distribution grids in September 2002. No time limit was fixed for . 
completing these major works and the project did not contemplate 
acquisition/availability of land 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 
Rs 18.35 · lakh, was not completed for· want of land. Pipes for the work 
costing Rs 21.27 lakh purchased in 2004-05, 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 Sclieme 

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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Relaying of pipelines in .Yan.am 

As the size of the existing distribution pipes were not sufficient to cater to . 
the demands, Government sanctioned (February 2002) the work of relaying 
new pipeline in Yanam. Though the work was completed in January 2005 
at a cost of Rs 129 crore, it was not commissioned on the ground that the 
additfonal water required would be available only after construction of new· 
water treatment plants.· Audit scrutiny, however, revealed that the treatment 
plants were constructed and co~issioned in August 2006. The Executive 
Engineer, Y ariam informed audit (September 2007) that the pipeline would 
be commissioned after giving pipe connection to the consumers from the 
new line.. G.overnment also concurred (November 2007) with this reply. 
However, the Department failed to obtain sanction for providing house 
service conneetions from the newly laid pipeline along with the .work of 
laying pipeline and Government sanction for providing service connections 
·was not obtained (November 2007). 

3.1. 7.6 Non commencement of schemes for want ofhmd 

The following two schemes· could. riot be· implemented. as the land required 
was not transferred by Health Department/Mahe Municipality. 

· In order to store the additional water proposed to be received from Kerala 
State ori 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 providing feeder line . from Kerala State was 
completed in October 2006, non-construction of sump defeated the objective·· .. 
of sanctioning the scheme .. 

The construction 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 Municipality (March 2007). 

3.1.8 Operation and M.aintemrn.ce Systems 

The efficiency and effectiveness 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 operation and maintenance of water supply schemes 
are discussed below: · 
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3.1.8.1 Wastage of.water 

To avoid wastage and to conserve water, CPHEEO stipulated fixing of bulk 
water meters in strategic points . .The department fixed bulk meters in three 
out of five OHTs in Karaikal and 10 out of 37 OHTs in Puducherry only 
duriiig 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 in time would result in wastage 
of water and increase the.maintenance cost. 

The rules for domestic water •connection stipulate ·installation of water 
meters by the department and raising of demands based on water actually 
consumed. The working conditions of water. meters in·the four regions are · 
as under: 

Region 
Number of Meters not working :Percentage of 
connections· Mo.1rnth NU11mber defective meters 

Puducherry 74,637* March 2007 50,492 68 

Karaikal 11;462 April 2007 5,180 45 

Mahe 1;~95 April 2007 403 27 

Yanain 2,550 May2007 . 2,550 100 

* includes a portion of rural area 

While·· JS,513 meters in . Puducherry failed · before· 2004-05, ·· 
1,174 to 1,510 meters failed during every quarter thereafter. All the meters 
in Y anam 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 department supplied 7.60 mld of water during 
November 2006 as against 3.06 mld. of water required for the present 
population of 38,064. The department constructed a number of storage 
facilities on the ground of inadequacy of water in tail ends. The excess · 

· . delivery of water, however, 1ndicated 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 unauthorised drawal of water. Instead, he had 
created more infrasU¥cture to supply to the tail ends. 

Government stated (November•· 2007) that new. water meters would be. 
· provided at the time of commissioning the new relaid pipeline. 

Details of bulk meters fixed in)Aahe and Y anam have riot been furnished 
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3.1.8.2 Rationalisation of water tariff 

The tenth plan envisaged rationalisation of water tariff to deterrent Jevel 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 

Region Year 
Demand maintenance 

Percentage 
(Rupees in lakh) expenditure* 

(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 '17.35 41 

Yanam 2004-05 2.81 69.11 4 

2005-06 2.91 57.49 5 

2006-07 2.91 81.32 4 

• 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 CPHEEO 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 

50 



. Chapter III - Performance Audit 
,,. ?f e SW~ WW!& qg;i~p &&"4 

supplied from four such borewells has higher iron content and water from 
two borewells has higher nitrate cpntent and this was not fit for consumption 
as drinking water'. 

3.1.9 ·Conclusion 

The .department exploited ground .water in excess of requirement and did not 
·exploit surface water. More infrastructure· were created unnecessarily and 
· schemes were n:ot implemented within a time frame. Economical use of · 
water.was· not enforced.· Poor quality water was.supplied directly from four 
borewells in Puducherry. 

Recommendations 

);;> . Schemes for utilising surface water should be given priority. 

);;> Wastage of water should be prevented by fixing bulk meters, 
detecting leakages, replacing the defective · water meters and 
.c.onducting surveillance. 

);;>. Water tariff rationalisation shquld be considered; 

The above ·points were referred to Government in August 2007; reply,. 
except for observations in respect of Y anam region, had not been received 
(January 2008). . ·· · 
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HighligbtS 

Government of India implements various educational schemes to upgrade 
the educational levels of Scheduled Castes. ·A revieJY of the schemes being 
implement(!d in.Puducherry region slwwedtiuflt: · ·· 

(Paragraple 3.2.6) 

(Paragraph 3.2. 7.1) 

(Paragrap!Jos 3.2. 7.2 am! 3.~. 7.3) . 

(Paragraph 3.2. 7.5) 

3.2.1 · I:ntrodudimm 

The Union Territory of Puducherry (UT) is geographically 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 population 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 !.their educational fovels. 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 
·educational development ofSCs as detailed in Appendix -3.2. 
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3.2.2 Oirganisatfonal 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 headof·the Department, is assisted by two Deputy 

' . ' 

Directors (of whom one is exclusively for the students' wing) and four · 
Assistant Directors (two in Puducherry region and one each in Karaikal and · 
Yanam regions). Thereis a Senior Accounts Officer, who is responsible for 

. Internal Audit.· 

. 3.2.3 Audit objectives 

The performance audit of the implementation ;of various schemes by the 
Department for the educational development of SCs was taken up by Audit 
to verify whether: · · 

};> ;reliable and acceptable data was maintained. 

· };> the allocation and utilisationoffunds were judicious and effective. 

;;... the prescribed guidelines were followed while implementing the 
schemes. 

};:> the efforts resultedin achieving the objectives of the schemes.· 

)»-. the monitoring system at various levels was functioning effectively. 

3.2.4 Audit criteria 

};>. Data on eligible. students 

~ Guidelines issued by.GOI for.implementing the schemes .. 

)>;>. Occupancy of hostels. 

)»- ·Government orders on purchase of dietary articles. 

);> · Educational indicators determined by Director of School Education. 

3.2.5 Audit coverage 

Records, data, information for the years 2001-02 to 2006-07 relating to the 
implementation of schemes in Puducherry and . Karaikal regions were test 
checked in the departments of Education, ·Adi,.dravidar Welfare and 
Collegfate Education. For the purpose of test check, records relating to · 

·disbursement of scholarships, maintained by Pondicherry Uruversity, 
12 colleges (of this, foilr were women colleges), and eight each out of 328 
primary schools, 127 middle schools, 147 high schools and 78 higher 
secondary schools were scrutinised. · . 
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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 Deparnnent 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 Puducheny 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 lak.h), post-matric (Rs 127. 73 lak.h), opportunity cost 
(Rs 26.14 lak.h) 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 und1sbursed amount. 
The Director stated (September 2007) that the pendency had been reduced 
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to Rs 47.54 lakh (293 institutions) in respect of post-rriatric scheme and 
acquittances for Rs 42.54 lakh was pending from 685 institutions for three 
other schemes. 

3o2o 7 Implementation of the scheil1:eS 

3o2. 7.l Identification of beneficiaries 

The beneficiaries of various schemes are students of schools, colleges and 
other professional institutions run by Government and private agencies. The 
benefit of post-matric scholarship extended to the resident8 SC students even 
studying outside the UT. · 

The Department obtains applications from new beneficiaries who satisfies 
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 correctness of renewal claims. Besides; there is no 
mechanism to verify whether the ·list of renewal/applications from· new 
beneficiaries have been received from all the institutions. Consequently; the 
Department is not in a·position to ensure.that all eligible beneficiaries have 
been extended the benefits of the schemes. 

. . 

Scrutiny of records· by Audit 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 scholarships amounting to Rs 2.59 lakh to .148 
students and sanction. and payment of scholarships to ineligible . students. 
The Department accepted the faifores and attributed it to pr.ocessirig of large 
number of applications in short time. Thus, th~re was lack of proper system 

·for receiving and processing· applications. The Director stated (September 
2007) that· a software would be developed to eliminate the deficiencies in 
processing the applications. · 

3.2. 7.2 Payment of scholarships to ineligible beneficiaries 

The regulations governing the pre-matric scholarship to the children of those 
engaged in unclean occupation issued by GOI in April 2003, stipulated that 
the assistance should be given to the children of those who are actively 
engaged in scavenging of dry latrines and other unclean occupations9

• The 
Department had not .conducted any survey to identify persons who were 
traditionally engaged in unclean occupations. ·Instead, ·they processed all the 
applicatiOJJS received and sanctiOned scholarships to children of sanitary 
assistant and safaiwala . working in Goverritnent, Municipalities and 
Commune. Panchayats. A survey conducted by Puducherry Adi-dravidar 

8 · Residirig in the UT Of Puducherry for not Jess than five years 
9 . Taru1ing and flaying which are t~aditionally considered unclean 
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Development Corporation (PADCO) in February and March 2006 on the 
direction of Supreme Court of India revealed that there were 87 families 
comprising 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 abolished in the UT, only 76 children are 
eligible for this scholarship. · The Director state4 (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 working in Government was not justified as they were not 
engaged in scavenging of dry latrines. . 

The eligibility criteria for post~matric · scholarship stipulated 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-matric 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 Withholding payments during 2006-07. 

3.2.7,3 Excess Payment 

The guidelines for post-rhatric scholarship classified 'all courses leading to 
graduate or above' under Group III and 'all post matriculation level courses 
before taking up graduation including vocational courses for which the 
minimuin qualification was matriculation' under Group IV for the purpose 
of payment of. maintenance allowance10

• Though the various diploma 
courses~ 1 were to be classified under Group IV, the Department classified 
them under Group ill 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-following ofGOI guidelines 

Post-matric scholarship includes reimbursement 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 tb 
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 GOI. However, all 
educational institutions including· Govern.rilent institutions collected non- · 

JO 

11 

Grade III: 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. 
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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 occupancy of rural hostels 

.There are 28 hostels, 18 for boys and 10 for.girls functioning for the benefit 
of SC students in Puducherry, Karaikal and Yanam regions. Against the 

. sanctioned capacity of 2,835 to 3,335 students12 during 2002-07, the 
occupancy ranged between 2,172 and 2,552 13

. The vacancy of 423 to 948 
·were mainly iri the hostels located in rural areas. Test check of five such 
hostels revealed occupancy of 63 to 100 per cent by students living within 
five kilometres as indicated below: 

.. 
2001-02 2002-03 2003-04 2004-0~ 2005-06 2006-07 

. C!lpacity 
A L IP A lL p A L p A L IP A. L p A lL 

80 . 79 72 91 77 62 81 . 78 63 81 80 71 89 79 6~ 84 79 50 

120 JOO 80 80 100 92 92 107 102 .95 91 75 82 67 65 97 59 51 

p 

63 

86 

Abhishegampakkam 100 95 64 67 92 69 75 94 73 78 80 69 86 94 87 93 90 85 94 

Karaikal 

GGH, Nedungadu 80 55 51 93 63 62 98 55 53 97 59 56 95 59 57 97 SI 48 94 

GBH, Neravy 80 32 27 85 32 27 84 43 32 75 43 32 74 60 54 90 66 66 100 

GBH : Government Boys Hostel; . GGH: Government Girls.Hostel; A :Admitted L : Locan . P : .Per cent 

Unnecessary 
constrm.~tion of hosteU 

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 thai1 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 strictly instructed to be available at hostel for 
maximum time. 

There ·are thre~ girls hostels one with a strength of 120 functioning in own 
buildinK and the other two with a total strength of 160 functioning in rented 

. buildings in Karaikal. The Department took up the constmction of two 
hostels . during 2004-05 and 2005-06 with a total capacity of 204 to 
13.ccommodate 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, 

12 

13 

2,835 up to 2002-03 and 2,875 during 2003-04, 3,015 in 2004-05 and 2005-06 and 
3,335 in 2006-07. · 

. 2,172 in 2001-02, 2,272 iri 2002-03, 2,452 in 2003-04, 2,552 in 2004-05, 2,536 
in 2005-06 and2,387 in 2006-07 
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at a cost of Rs 1.42 crore was not justified. This hostel is located in rural 
area and has low occupancy. 

The Director 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 groceries 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 (A11gust 2007) that Government· approved 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 i;:ivoices 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. · 

To improve the reading habits of inmates, the Department purchased 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 

58 

'--<}·· 



.·Data not relliable 

Chapter Ill - Performance Audit 
LL%£ • £ @if mm RQ'C!W2lR'i'i"Mi'm"%'Ri" sn3 >ii!!i•Mp , •~i !If!&\?•&¥@ 

2007) that the books were not distributed due to shortage of manpower and 
workload of welfare officers. 

3.2.8 Impact analysis 

. Trends · of various educational indi~ators, percentage. of pass in the. X and 
XII class examinations, percentage of SC students taking up post-matric and 
higher education and number of students who wrote civil services and other 
professional entrance examinations are the basic parameters to assess the 
impact of various schemes implemented for the development of SCs. 

3.2.8.1 Educational indicators 

Educatiqnal 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 educatfonal development of SCs. 

Literacy rate 

The literacy rate computed by dividing total literate 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 
schemes in increasing the literacy during 2001-07, could not be evaluated. 

Gross enrolment ratio 

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 l to X. The GER 
of more than 100 per cent was due to enrolment of SC students of 
neighbouring States in the UT schools. 

The GER in Higher Secondary School level declined steeply from 52.65 in 
2001-02 to 4l.52 in 2004-05 14

. The Department had not analysed the 
·reasons for taking corrective measures. 

Gross 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. 

14 GER for 2005-06 and 2006-07not compiled 
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The drop out rate of SC students as compiled by the Statistical wing of 
Education Department during the years 2001-02 and 2002-03 15 and that 
compiled by Sarva Shiksha Abhiyan (SSA) for 2005-0616 are as follows: ~ 

(in percen f) -
Year 

Primary stage (Class I to V) Middle stage (Class VI to VUI) 
Boys Girls Total Boys Girls Total 

2001-02 2.53 2.03 2.29 12.15 15.50 13.81 

2002-03 2.50 2.08 2.27. 12.18 15.45 13.80 

2005-06 3.21 2.66 2.92 5.32 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 attributed (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 in-espective 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 education. 

The details showing Gender pality 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 0.94 

2002-03 1.02 0.93 

2003~04 .. 0.98 0.96 

2004-05 1.02 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, t.he 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 
during 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 I 0 per cent are retained in the same class. Against this, the 

15 

16 

The rate was not compiled after 2002-03 

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)earners 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 specia~ coaching scheme by inducting evening class tutors. 

·The pass percentage of general and SC students in Class X and Class XH are 
given below: · · . 

(i!lll per cent) 
. 

Pass in Class X Pass in Class XII 
Year 

Generaft* SC Gap General* SC .Gap 

2001-02 67 57 10 87 76 11 

2002-03 71 63 8 71 51 20 

2003-04 76 61 15 73 57 16 

•2004R05 75 59 16 72 55 17 

2005-06 73 56 17 74. 56 18 

2006-07 
\ 

83 63 20 83 68 15 

* other than SC 

The performance of SC students when compared to the performance 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 Director accepted (November 2007) the audit observation. 

3~2.8.3 Admissions to professional course 

The admissions for profossiOnal courses run by private (Gove~ent seats) 
and Government institutions are done by the Centralised Admission 

·.Committee (CENT AC). The seats reserved for SCs and that actually filled 
up during 2002-07 are given below: 

Biology based Courses EngnH11eering Others 

Year. Reserved Fmed up Resenredl Filled up R.ese!l"Ved FullRed up 

2002-03 31 34 113 88 --· --
2003-04 31 34 113 88 -- --
2004-05' ·' . 26 28 172 81 12 5 

2005-06 46 49 188 . 106 12 15 
.. 

2006-07 60. 57 198 148 11 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 'origin17 as well as migrant SCs living in the 
UT as of 2001, the children of migrant SCs were, however, considered only 
under general categqry 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~·~ 

given by P ADCO during 2002-05 but none passed the examination. 
Pondicherry University Community College gave training 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 

17 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 with the assistance of Planning 
officer posted tecently. Thus; ~e monitoring system needed strengthening. 

There wa:s no system to ensure the extension 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 implemented . 

. Internal audit and monitoring of schemes was weak. 

Recommendations 

};;>- Receipt of acquittance in proof of disbursement should be watched. 

· ·);> Survey should be conducted to identify ·eligible beneficiaries and 
records computerised to process claims for assistance. 

);;:> Merging of hostels having poor occupancy should be explored. 

);;:> The educational indicators relating to SC students of UT should be 
compiled by the Department. 

);> Evaluation of existing schemes should be taken up. 

);> Internal audit on · implementation of the · schemes should . be 
conducted. 

Above points were refened to Government in June 2007; reply had not been 
received (January 2008). 
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3.3.1 IntiroductiOn · 

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 wi:,ts developed hi-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 Teclmiques. 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 findings 

The application software was developed and maintained by a Data Entry _.1>..-

0perator. 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 . 
following deficiencies: 

3.3.2 Issue of POL to p:rnvate vehicl!es 

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 iri 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 private 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 vehicies. The reply of the GAW 
corroborated the lack of input controls at the time of data entry. An analysis 
of the vehicle 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, continued to exist · 

3.3.3 Issue of POL without iimdents/dllllpiicate indents 

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 

. a) same indent numbers were captured repeatedly during the 

b) 

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 allowed capture of duplicate indent 
numbers; · 

. . . . 

system also allowed the issue of POL without any indent. .It 
was seen that POL was supplied in 5 l cases without 
capturing the indent numbers and subsequently . demands 
were also raised and paid. 

Tpe GAW accepted _the capturing of duplicate indent numbers and stated 
.that the petrol was supplied without indents based on the request by the 
Deputy Director (Immunization} in respect of vehicles hired for 
immunization drive and cost of petrol was also reimbursed. Acceptance of· 
entry of <;luplicate indents and issue of POL .without indents indicated that 
the input controls were not in-built into the system and continued to pose the 
risk of unauthorised issue.of POL. 

3.3.4 Issue of POL without Sales Tax 

The cost of POL . supplied fo 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 POST .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 POST amounting to Rs 2.04 lakh. 

The GAW accepted 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 vehicJes 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 :llld 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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'Th.is chapter presents the results of the· audit of transactions of the Departments 
of the Government, their field formations as wen as that of autonomous bodies. 
The instances of lapses in the management of· resources· and failures in the 
observance of the norms of reglilarity, propriety and economy have been 
presented in the succeeding paragraphs tinder broad headings. · 

WOMEN AND CHILD DE'VELOPMENT DEPARTMENT 

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 o:fric·e free of cost to an ration card hoidel!"s resulted bn 
avoidable additional expeimdntul!"e of Rs U.21 crmre. 

Government ~f India (GOI) allots rice at the central issue price1 as may be 
specified from time to time to Union Territory (UT) Government fodssue to 
Below Poverty Lirie families under 'Targeted Public Distribution System'· 
(TPDS). GOI alSo supplies rice to UT Governnient at higher rates for issue 
to Above Poverty Line families. The distribution price of rice to the public 
is, however, left to the UT Government 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 Auditor General oflndia 
. 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 dee allotted by GOI under TPDS and Education, Adi-dravidar 
and Fisheries departments failing to utilise unlifted quantity of rice for 
distribution unde~.various welfare schemes, resulting in avoidable additional 
expenditure to the Government.· 

The UT Government launched a new scheme or' 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 

Central issue prices were Rs 5,650 per Metric Tonne for Below Poverty Line and 
Rs 8,300 per Metric Tonne for Above Poverty Line categories 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 
implemented till 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 rice 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 required 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 Government in July 2007; the reply had not been 
rec~ived (January 2008). 

EDUCATION DEPARTMENT 

POND/CHERRY INSTITUTE OF POST MATRIC TECHNICAL 
EDUCATION 

Faihure to collect tuition fees from the students of Government aided 
polytechnics resulted in an additional expenditure of Rs 1.65 crore t~ 
Govermmnent. 

Of the five Polytechnics in the Union Territory (UT) of Puduchei-ry, four are 
being administered by Pondicherry Institute of Post Matric Technical 
Education (PIPMATE), a society registered under Societies Regulation Act. 
The expenses "Of PIPMA TE 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 . Government stopped the coUection · of tuition fees from the 
students of Government polytechnic from the academic year 1998-99, 
tuition fees was not coHected by PIPMA TE. 

The Lieutenant Governor, the administrator of the UT, observed (July 2000) 
that institutes. of higher education run by . the societies should generate 
revenue to make theni self-sustaining. As receipts of PIPMA TE 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 polytechnics under their control and sent (May 2001) 
proposals · to Government through· Director · of Collegiate Technical 
Education (DCTE)~ Government deferred the decision for the academic 
years 2001-02 arid 2002-03. .. · · · 

PIPMATE again submitted 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 an4 2005-06 respectively. 
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 keeping the proposal in abeyance. When this 
recommendation was forw,arded 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 be,ing collected from students of other 
professional courses run by other societies in the UT and suggested giving 
scholarships or other subsidies to poor and meritorious students. After 
discussion with the Chief Minister and.Minister for Education, the file was 
returned · by the · · · Secretary . to·• Goveminent to Deputy Secretary to 
Government in April 2004 with directions to take action before the next 
academic year in consultation with DCTE ~d Finance Department. The 
file was, however, returned to DCTE only· in June 2005 and no further 
actionwas taken. · , . 

When the non-collection of tuition fees even after the resolution of the ,. . . . . 

Governing body, was pointed out· :by Audit, the Member · Secretary, 
PIPMATE contended{October 2007) thatthe tuitiOn fees were not collected 
due to non-receipt of orders from .. Government. He also said that 

· Govermrient· proposed to extend.free education,. which was applicable to 
Higher.· Secondary Education, ~o higher education from 2007-08. These 
contentions are not tenable as 

)» the governing body of PIP MATE is empowered to· have its own fee 
structure and the resolutfori of December 2000 to have its own fee 
structure nullified their ' e~lier resolution (May 1989) to have 

. uniform fee structure. :Hence, orders of Govermnent were not 
necessary. 
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~ though the Gover~ent approved the· fee structure in April 2004, 
orders were not. com_municated to PIPMA TE resulting in non­
collection of tuition fees from the academic year 2004-05. 

» policy deci~ion announced by Government will have only 
prospective effect. As Government continued to collect tuition fees 
from students of other professional colleges, the policy decision was 
not implemented even during 2007-08. 

Non-collection of tuition fees approved by Government from 2004-05 to 
· 2007-08 deprived PIPMATE of a revenue ofR~ 1.65 cror~2 and resulted in 
addition.al expenditure to Government to that extent. 

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

REVENUE AND DISASTER MANAGEMENT DEPARTMENT 

NmMu:ihereimce to guidelines. issued by Government to determine the 
fair market vaiue for lamfa acquired for the new CoUectorate at 
Karaikai resulted in excess ex enditu:re of Rs 1.60 cmre. 

The Goverriment of Puducherry issued (February 1989) comprehensive 
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 
judgement~ 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 1 IJ 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 earnings. 

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

2 Based on fees proposed by PIPMA TE in January 2003 
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Are . As the land, based on which the value was assessed, was located in 
the area proposed for acqu1sition, -the LAO felt that the land owner woulld 
lose considerably if the deduction was made from his purchase value as per 
guideline issued by the Goverinnent. - 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 paid to. the land owners as per the award (July 2007) at the rate of 
Rs 56,028 per Are. · · 

The contention of the LAO is not tenable as 

);> The entire land under acquisition is m low lying area 
requiring improvement 

.·. , . . ·. ' . 

The guidelin~ value of land under acquisition ranged between 
Rs 25,000 and Rs 30,000 per Are 

Fifty two out of 63 sales considered by the LAO for 
assessing value were below Rs 32,000 per Are 

The land owner wquld not lose as the assessed value was to 
be increased by 30 per ·cent towards solatium whHe 
calculating compensation; besides, increase in cost after the 
date of notification .under Section 4 "(1) is also compensated 
by way of addltion~l.market value.. . 

By allowing the minimum deduction of 20 per cent over assessed value, 
compensation payable for the land worked out to Rs 44,822 per Are. 

The action of the LAO in having assessed the fair market price without 
diminishing assessed value a.S stipulated in the guidelines resulted in excess 
expenditure of Rs 1.60 crore4

. 

The matter was referredto Government in August 2007; reply had not been 
received (January 2008). 

l •. 

100 Ares = 1 hectare 
4. (Rs 56,028 - Rs 44,822) X 1,432 Ares 
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PUBLIC WORKS DEPARTMENT 
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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 I/8th 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 
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24 April 2006. This contention was not tenable as the drawings were sent 
only on 25 April 2006 for finaHsing the design. The design were sent to the 
EE only on 19 May 2006 and given to the contractor on 23 May 2006. The 
reasons for this delay were not given by Government. 

Falifo.re of the Chiiief Engnneeir m sunbmittiimg the san'ctionedl estimate 
resulllted in defay .of financhnl sanctfol!D. by G@vernmellllt alllld! teol!llsequent 
avoidlab!e extra lialbinity of Rs 1.45 crnire «Jin a mad work. 

·Based on the detailed estimate approved by the Chief Engineer (CE), for 
Rs 2.83 crore the Government of Puducherry sought (July 2005) approval 
of Governmentoflndia (GOI) for the work of 'Improvement of Road RC 17 
from Muiungapakkam to Villianur' under Central Road Fund. Considering 
the urgency of work, the CE ordered (September 2005) issue of tender. GOI 
while according the administrative approval for Rs 2.88 crore (October 
2005) stipulated that the work would· be deleted from the programme if 
financial sanction by Government of Puducherry and technical sanction by 
the competent authority were riot accorded within four months from the date 
of administrative app~oval. The sanction also stipulated that any excess 
expenditure beyond 10 per cent of sanctioned amount should be met from 
the resources oftheUnionTerritory (UT) Government . 

. The CE while approaching the Government for financial 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 
on2 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 darification (May 2006) accorded technical sanction 
(June 2006) and called for fresh tenders as the lowest tenderer refused to 
extend the validity period. 

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 obtafoed (December 2006) approval of 
Government for meeting the difference of Rs 1.61 crore5 from the .funds 

5 Rs 4.77 crore- Rs 3.16 crore (10 per cent above GOI sanction of Rs 2.88 crore) 
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allotted for creation of infrastructure facilities in Tsunami affected areas by 
GOY. 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 Jo west offer of Rs 3. ll 
crore. Consequently, the·work was awarded for Rs 4.56 crore resulting in 
an avoidable extra liability of Rs 1.45 crore. Besides, contrary to GOI 
orders, the excess over l 0 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. 

Nol!Mlld«D]pltliollll of piiHe foUllnd!atfon based! oim soil test iin the technically 
sanctfoned estim1u1te 1resultedl lilll\ cancelfation @f contl!"~u~t :a1rn«ll e:xeclllltfo:m of 
tlbte W@ll"lk :mt higbelt' C@St by Rs 22.30 falkh. 

To provide comfortable accommodation for the large number of pilgrims to 
the Dharbaranyeswara Swamy· temple at ThirunaHar, Government approved 
(March 2001) the construction of a Yatri Ni was for Rs 60 lakh. The 
Consultant engaged for conducting soil tests recommended laying ofa pile 
foundation, however, the Executive Engineer, Buildings and Roads 
Division, Karaikal prepared detailed estimates (January 2003) adopting 
open foundation for Rs 57.11 lakh6

, ignoring consultant's report. The 
Superintending Engineer.,.! (SE-I) accorded technical sanction (January 
2003). The work was awarded (July 2003) to the fowest tenderer for 
Rs 56.37 lakh. Audit noted that pile foundation was adopted for the 
compound waH of Y atri Niwas. 

Although the site was ready for handing over in December 2003, yet it was 
. not handed over to the contractor tiH January 2004 as the Department 
contemplated change of foundation from open to pile as the second soil test 
conducted also confinned the necessity of pile foundation. Consequendy, 

. the contractor demanded rates based on PSR 2003-04 and market rate for 
pile foundation. The SE-I, 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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foundatfon ·.· would. ~xceed: Gov~mment .sanction, SE-I ordered (October· 
2004)r~teDJ.dering based o~ the original estixnate of Rs 57.11 nfilch with open ' 
founda:tfori.. · The .work was avvaiided.(Septemheir 2005) for Rs 70.9Llakh. 

· . Mt?anwhile; a revised· estimate "\Vas preparecL (Aprin· 200S) for Rs 1.29 crore 
adopting; pile foundatibri and Gqvemment ~pjproved it in August '2006; m 
the mea,lltime, the Chief Engin,eer sanctioned- {February 2.006) market rate . · 
for pile .foundatfon' treating. it as :substituted item. The work' was completed 

.. ·fo ~illy2Q07 andRs,83.6l:lakh1was'paid:fo the contractor. The'final bill 
·· ... was not s~ettfod (No\Tember2007):: · 

. ,_ · Had the. $JEaUowed th.~ firs,t c~htractorto ~x~cute the pile foundation as a 
.·. substitut~d)tem as was done for the.Second ,contractor, additiomirliability 
estimat~d:atRs22;30':lakb.?couldhaveheena\7oided. · .·.· · .. · ···• · •···. 

: .. • The m~tt~rwas ref¢rr~d·. to ·rjovernm~n(>in.July. 2007; Govemllient 
..•.. contend~d{Novembeir2007) that ihe.~greenierit •with the first contractor was . 

• • '!'' •• • fore-clo.s¢cfas the site col)kl n9t.he, ha.nded q"\fer to.him dlue to. non-shifting . ' 
.. ofHighjrension(HT) overheadl:lfue(bythe JEilectricity Department arid the .· 

'' additioria[expendljtur~.was inev~table'as the, power Jine was shifted.only in·. 
• . ·· Septeinber2Q05.· This.contentioln.\Vasnot·factualiasthe Assistant Engineer · 
' ·.' reported{Febmary 2004}to the Executive Engineer that the power line was 

. shifted bi the Efodricity. Depmtment during.:the first week of Dec.ember 
· .··. · .. 2003 .. · Thus,· the Departm~ntprepared estimates . and accorded techmcal 

' ' sanction to ihe work ignoring full facts and also created additional liability 
. :. for the Government · · · · 

. ·.·· PUBLIC'WORKSANDELECTiJCITY DEPARTMENTS . 

Av«»fidfable dlefay ~ _ffIDurmiislhnmig 'tllne ·cifoss se~tfonrn of c~rrliageway by th~ 
Pil!blic :works Departmmemnt ·.and ::defay .iln obttaii1miillllg teclhumllca.n sa11u-:tfon · 
and!. ttai!knng .Ullp the sbiiftillllg of,_~Recttic~D. Jline~r lby Eiedricify Dejpairtlillnti~llllt 
· resllllntedUn. addlntfonal.·expendlituure of Rs. 20.52 lal!m. · · 

The w()rk' of 'Conversion of existing two fane carriageway into fo\lr lane 
. carriagt::way · from Kanagachettikulam .to Kalapet' , satrctioned · by 

... Government in December·.· 200_31 induded shifting of electric~! posts ·and · 
trapsformt1rs;. Thougltthe proposal for shifting the electrical lines were sent.· 
to Elettricity Department in Detember .2001 arid the road . widening work 

. 7 
', ~ . 

Additional li~bHity has beeri worked out 'based· on the differenQe between . 
JPSR 2003-04 and PSR 2004~05. for the quantity adopted iri the revised es~nmates · 
fotali items of workexcept f~r. pile foundation. For foundation, the rate of PSR 

. 2004"05. with tender excess Of first' contractor and the actUaI rate given to the 
s,e¢(lnd contractor have been adop~ed · · · · · · · 
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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 lakh8 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). 

a 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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. AGRICULTURE DEPA~TMENT 

Rellease «llf :ff1U1nds to 'Land Puii-clhlasing Agency' wnthmnt ascertainiIDl.g tllne 
vfabmty of pult"chasnng agiriicunlitural fand foir dnstl!"ibutimn to RaimdUess 
mraR sclhed1lllRedl caste peopRe nesunllteid! in bfoclkinmg of Rs two croll"e 
Olllltsiitdle GoverrJIDllllllent Acc([])mrn.t. 

To improve the standard of living of landless rural scheduled caste people, 
the Government decided (March : 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 S-ervice and Industries Corporation Limited (PASIC) as 'Land 
Purchasing Agency' for implementing the scheme though such activity was 
outside thejurisdiction of this Government company. 

Even before ascertaining the number of beneficiaries to be covered and the 
quantum of fand requix:ed 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, P ASIC obtained (October 
2005) offers for 13 hectares ofland from owners at Puducherry and Karaikal 
regions. As the sellers wer~ not ready to part with their land at the guideline · 
value fixed. by Registration Department, P ASIC requested 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 ofland by PASIC may result in litigation over title to the 
property in future, the ·Secretary to Government, Agricu].trure Department 
decided to acquire land through . Revenue Department and ordered 
(December 2006) to assess the requirement of land for the scheme. Since ilie 
requirement was found to be 3,000 hectares to cover an 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 th<;: money in short-term deposits 
and earned an interest of Rs 18.25 lakh as of August 2007. 

The release of Rs two crore to PASIC without ascertaining the viability of 
the scheme resulted in blocking of the amount . outside Government 
Account. 
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. The matter was referred to Government in August 2007. Government 
accepted (September 2007) that tile .amount was released to P ASIC 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 implementing the scheme, after obtaining approval of 
revised guideline by the Lieutenant Governor. 

Thus, release of funds far in advance of requirement resulted in blocking of 
Rs two crore with PASIC. 

TOWN AND COUNTRY PLANNING DEPARTMENT 

POND/CHERRY SLUM CLEARANCE BOARD 

Fmlll1unre ([)lf the . Polllldliclbtelt"ry . §Kum CHe:mlt"ance B([)lard to recover the 
subsidy paid! to poor persolll\s wlhlo have n([)lt taken \lll]l> the collllstrudnmn 
for moire than one yeair of re[ease ([)lf subsidy JresuKted. ftn umf!rllllitfuR 
exjpenditllllre of Rs 1.40 crol!"'e. 

\ 
\ 

The Government of Union Territory 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 implementing the scheme ·provide for release of subsidy in three 
instalments9 without prescribing 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 interest from persons 

. who failed to take up construction. 

Government targeted. 7 ,500 poor persons per year during 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: 

9 First instalment of Rs 15,000 on sanction and second and third instalments of 
Rs 15,000 and Rs 10,000 on completion oflintel androoflevels respectively 
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(Nunmber of lbtellllteficfa11ries) 

Se!ectiollll of 
RteHease of sunbsndly 

Yea1r 
belllleficiaii"lles I fiiriist!llllmellllt 

Ill m 
. fiJIDstaDmellllt fiJIDstallm~mt 

Phase! 2003-04 . 1,24~ 1,243 344 --
2004-05 6,250 6,250 6,264 4,987 

2005-06 1 I 481 l,289 

2006-07 6 6 81 339 

'JI'ofall ·. 7,50~ . 7,500 7,1'70 6,6ll5 

Phase n 2004-05 1,011 1,0U 0 0 

2005-06 . 6,485 6,485 6,163 4,696 

2006-07 4 4 537 1,146 

·' ·Tofall .. 7,500 7,500 6,700 . S,842 

The Board released subsidy of Rs 55.76 crore as of March 2007. · The · 
balance amount of Rs 4.24 ~rote (Rs 1.38 crore for Phase I and Rs 2.86 
crore forPhase nj could not be released as 1,130 beneficiaries had not 
applied for the second instalment and 2,543 beneficiaries had not applied for . 
the third instalment. 

Three hundred and thirty benefi~iaries who received first instalment mainly 
during February 2004 to NoveID:ber 2004 in Phase Land 800 beneficiaries 
who received first. instalment inainly during March 2005 to July 2005 in 
Phase H 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 reported their inabiHtY due to financial .' 
constraints, 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 refµnded from 76 .beneficiaries .. The Board 
stated {September 2007) that action was not initi.ated as provided in the rules 

. as beneficiaries were poor. ···The Board also stated that only· 935 
beneficiaries (296 in Phase land 639 in Phase II) had nqt commenced the . 
construction afterinitiating of st~m action and action would be continued to 
achieve 100 per cent result 

The failure of the Board to monitor the utilisation of subsidy paid and take 
action to recover the· subsidy from 935 defaulting beneficiaries resulted in 
unfruitful expenditure of Rs 1.40 crore. Besides, the objective of providing 
houses to ~hese poor persons was also not achieved. ·. · 

The matter was referred to Government in July 2007; the reply had not been 
received (January 2008). 
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AGRICULTURE DEPARTMENT 

PONDICHERRYMARKETING COMMITTEE . 

Release· of Rs 19.30 .· falkh to Pmmdlid11eiriry. MarlketRng Cmrnnnfi.ttee fo 
consfrud storage godown witJho1!llt COl!llSild.telt"iil!D.g .tl:lbJ.e viability Of lits 
Ulltmsatlion resulltied in godown rennainillllg unu.tilfsedl fmm Ap.rin 2004. 

. . 

Govenlinent sanctioned (January 2002) the scheme 'Short term loan 
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 sanctioned (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 iri AprH 2004 but PMC ·could not 
implement the scheme for want of funds. 

Failure of the Director of Agriculture to consider the financi~l position of 
. PMC before release of grants~in-aid for construction of godown resulted in 
. idle investment of Rs J 9.30 lakh. When pointed out, Joint Director of 

Agriculture stated (December 2007) that PMC had sought for a grant of 
· Rs one crore as revolving fund for implementingthe scheme. 

The matter was referred to Government in August 2007; Government 
contended (September 2007)that the godown is b~ing utilised by farmers to 
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 agriculltural 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 Committee on Public Accounts (PAC) prescribed 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 Aetion Taken Notes on 
the recommendations of the PAC by the Departments. The pendency 
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position of paragraphs/recommendations for which replies/action 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 September2007. 

(b) Government Departments 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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Highlights 

Internal · Control is an integral component of an organisation's 
management processes which · :are established . in otd~r to provide 
reasmuible assurance that operations are carried out · effectively and 
efficiently~ fiuumcial reports and operational data are reliable, and the 

· applicable . laws and regulations complied with so as to achieve 
~·.oH°gomisational objecti~es~ !nter~atimial!y the best pract~ces ~n lnte!luif, 
Control have been given m thevCOSO'. fo:ame.work whu:h ES a widely 
accepted model for Internal Controls. Jn India, the GOI has prescribed 
•comprehensive. instructions. on ·maintenance of Internal Control in 
Government. departments through.· Rule 64 of General Financial Rules, 
2005. A review of in.temal contro{on selected areas of Civil Supplies and 
Consumer Affairs Department has shown that: · .· · · 

(Paragraphs 5.1.5.1 and 5.1.5.2) 

t \ ' (Paragraph 5.1.6). 

(Paragraph 5.1. 7.1) 

... Committee of Sponsoring Organi~ations of the Natio~al Co~ission ·on Fraudulent 
Financial Reporting or the Treadway Cominission · · 
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(Paragraph 5.1. 7.4) 

(Paragraph 5.1.8.1) 

5.1.1 Introduction 

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 Y anam, with supporting staff. One Assistant 
Director and Tahsildar in Puducheny 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 
Puducheny for consumer redressal. The Secretary to Government is the 
administrative head of the Department. 

5.1.3 Audit objectives 

This review of internal control ha$ een 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 Puducheny, 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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5,1.5 Complimmce with General Fimm.cial Rules and related 
instructions 

5.1.5,l Non--compliance of prescribed accountillllg procedure 
. , . . . 

The expenditure on the activities 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 separ~te ·sub heads. Though 'PublicDistribution System' (PDS) is a 
separate programme with i:i .number of schemes, it was accounted under a 
sub head below the minorhead '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 subsidy to newly wedded couple of BPL 
families for getting 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 price fixed for consumers. As Government fixed a lower price 
for supply of rice to. public than the price at which it was procured from 
GOI, the difference represents the subsidy extended by Government to the 
public. · The .amount was,. however, accounted as grants-in-aid to 
P APSCO/YCSL. This resulted in under statement of subsidy in the Finance 
Accounts. 

Government accepted (November 2007) the non-compliance and agreed to 
take corrective action in consultat1011 with Finance Departm:ent. 

5.1.5,2 Budgetary control 

Budget provision of Rs 3.40 crore under 'PDS' during 2005-06 was 
increased to Rs 7.47 crore by ~upplementary 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-in-aid 
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 P APSCO as advance grants-in-aid in March 2006 to avoid lapse 
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of grant. The Director provided Rs 5 .13 crore during 2006-07 for this 
scheme under PDS and smTendered the amount on the ground of non­
implementation. 

Government stated (November 2007) that funds for new scheme were · 
obtained in Revised Estimate of2005-06 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 P APSCO 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 authorities. 

Though there was a ban on purchase of vehicles, ·funds were unnecessarily 
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 getting --y-
relaxation which was not given. 

5.1.5.3 Expenditure control 

The differential cost between procurement price and sale price of rice is 
released as grants-in-aid to P APSCO 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 20.06 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 2.24crore during 2006-07 resulting in an accumulation of 
Rs 4.60 crore as of March 2007 with P APSCO which was the requirement 
of about 40 months reflecting poor expenditure 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 P APSCO 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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March 2007, PAPSCO provided only 7,716 connections2 involving an 
expenditure of Rs 1.51 crore and Rs 2.61 croreremained unspent. Release 
of funds when there was huge unutilised balance available was symptomatic 
of poor expenditure control. Government stated that the funds were utilised 
during 2007-08 and assured to assess the need before release in fufure. 

~5o1.6 Compliance with Receipts and Payments Rules 

Receipts .and Payments Rules3 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. Government assured to maintain the prescribed registers properly. 

Non-gazetted Government 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 ofthe five present incumbents in Puducherry, Karaikal and Mahe. 
Government assured to collect the deposit. 

5.1. 7 .Internal Conntrol Activities 

5.1.7J. Adequacy of infrastructure 

For effective implementation of various activities of the Department, proper 
deployment of manpower -is essential. As against 111 posts sanctioned, 
there were· 14 vacancies in the post of Assistant/Upper Division Clerks 
(UDCs) (6), Lower Divisfon Clerks (3), Proje:ctor Oper~tor (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: 

Total Total 
Average 

Average 
Total number of 

Region 
number of 

number of 
number of 

. cards per m11mberof 
ration 

FPS 
Assistants/ Assnstant/ 

FPS per 
cards - U.DCs UDC Assistant!U.DC 

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 allocation for Assistants in Puducherry region did not provide for 
inspection of petrol bunks, LPG distributors and edible oil distributors 

2 413 connections with 14.2 kg cylinders and 7,303 connections with two five kg 
cylinders , . 

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 Government and issued 1,34,027 red cards as of 
October 2007. Besides, nearly 5000 representation:; 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 l 0 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 i;ation card holders with LPG connection and 
the Committee 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 lit.res to holders of single bottle cylinder LPG connections to minimise 
the subsidy involved in supply of kerosene. ·The Department had not acted 
upon these instrnctions 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. 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 200q. Non~restriction of supply of kerosene 
not only involved meeting of high subsidy by GOI, but also could lead to 
unauthorised use. · · · 

Gov~rnment ·accepted (November 2007) that red card holders were supplied 
seven litres of Kerosene irrespective of their possessing LPG connection and 
assured to take action in the light of audit observation. 

5.1.7.3 Enforcement of Consmrier Protection Act 

A comment was made in the Rep9rt of the Compt~oller and Auditor General 
of India for the year-ended 31.' March 2005 on non-:functioning of State 
Consumer Protection Council. ···Though the term of the council expired in 
May 2006,. it was not reconstituted. 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-functioning of these councils would 
defeat the objective of protecting the consumer interest at appropriate forum 
and promotion of consumer education. Government has assured to take 
action; 

5.l.7.4 Defay in renewal oflicences 

Pondicherry Scheduled Commodities (Regulation of Distribution by Card 
System} Order, 1975, as amended in. 1987 .and Pondicherry Kerosene 
(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 Puducheny, there was large 
scale delay in receipt of application for renewal every year. The year.;.wise 
delays are given below: 

89 



Audit R.<Jportfor the year ended 31March2007 
~"'m~ifi!iitM £>t14;;; ~;!S?W>.&:":llii:i!iAAf 6flil!l1Sl §~~ 

Scheduled commodities 

Year 

2002 
2003 
2004 
2005 
2006 

· Kerosene 

Year 

2002-03 
,..__. 

2003-04 

2004-05 

2005-06 

2006-07 

Shortfall in 
inspectfion of Fair 
Price Shops 

Total Total number Recei[!t of annlication 
number of I 

--
Total 

shops 
of shops 

Moe than one .More than 
Licences 

number relicensed after Within one After not 
ofshops relicensed due date/not month month to three three months to renewed by due· months one year 

relicensed one year 
date 

288 l 287 90 30 161 -- 6 
291 189 102 15 10 39 18 20 
291 6 285 16 41 184 21 23 
291 15 276 23 133 63 3 ! 54 
294 22 ·. 272 139 42 85 -- 6 

Application Application received Application 
Total . received received Licences 

number within d11e after due during 
during during 

after not 
of shops 

date 
date/ licence April 

May and July to 
one year renewed 

not renewed June December 

297 127 170 48 26 86 2 8 
-

294 141 153 76 11 57 3 6 

293 76 217 114 27 54 4 18 

293 67 226 61 15 66 8 76 

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 Faill" Price Sh.ops 

Public Distribution System (Control) Order 2001 provides for inspection of 
every FPS twice a year by a designated authority. While there was no 
shortfall in inspection in Mahe region, shortfall in other regions are given 
below: 

Number of Number of inspections conducted 

Region 
inspections 

to be 2002-03 2003-04 2004-05 2005-06 .. 2006-07 
. conducted 

Puducherry 636 Nil Nil 1,005. 194 details not 
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 were not 
carried out fully during 2002-2004. Government assured to intensify the 
inspection when the enumeration work was completed. · 
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5. l.8 Moni1t@irinilg nndmtdiing Iirntieirllllall Audit a!llld Vltgilam.ce 

arrangemellllts · ·· 

.. , : 5.1~8.1 l\1fanagel!llent infoJrm~tlon·. 

' ·.· The weekly arrear rep~rt, monthly statement of case~ pendiiig disposal f0r 
· .... · . over a month, ·monthly progr~ss reports of repording and review of files, 

reminder. diary, check ·list. of perj()dical reports (for ensuring timely receipt, 
. preparation and despatch of periodical report:s), as stipulated in' the].\,fanufil · 
. ·of Office :Procedure.were not maintained in 'the Directorate .. Govetnment 
. stated (Ncivember 2007) that the instructions were being'issued. . 

5.1~8~2 Vigilance Committee meetnllllg 
- . . ·. . ... : . 

Publi~·.····Distribution System·· (Control) ... Order Act,·.2001· provides.for 
conducfot).g meeting of Vigilance CommW:ees at State, District, Block and 
.FJ>S level ~o oversee the .functioning of PQS; Though the term of Zonal 
Committe'e expired forMahe iin'March.2QQ~,and for<Yaham inJune2006, 
they were. reconstituted only in February 2007and March 2007 respeetively. 
The tenn::; of Zonal Committee of Karaikatexpired in May 2005 but fr was 

· not recon.stituted as it was· proposed to entrust the function tO District· 
Consumer·· Protection· Council 1which was, to be . formed. ·· Government 
assured to take action to reconstitute the committees. 

· 5.Jl..8.J ll!!lte1rl!lu11H Alllldllt and Vigilance auangem~nt 

.. Then~. wa5 no Internal Audit wing in the Department to provi<f.e management 
infornnation on the defidency of internal control iri various wings of the 

. Depai1n1ynt There is no separate vigilance wing jnthe Department. 
. ' 

. ·. . '' ., ' 

R.ecoIDmmue!llldatirnms 
. . .. 

· > · Prescribed classification in accounting· of expenditure shm,dd be 
. ··followed. 

. - . ' 

. > . Steps should be taken to 6nforce expenditure coritrot 

> . Proper mqnitoring should be earned out. · · 
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. REVENUE RECEIPTS 





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: . . 

(Rwqpees illll cmrn) 

Serial 
2002-03 2003-04 2004-05 2005-06 21DCl6--07 number 

I Revenue raised by the 
Government 
0 Tax revenue 276.38 352.76 404.58 479.40 569.55 
© Non-tax revenue . 411.90 454.34 500.72 510.99 549.92 
Totan m 688.28 807.10 905.30 990.39 l,H9.47 

II Receipts from the 
Government of India-
Grants-in-aid 497.21 495.42 725.70 811.49 764.09 

III Tota! receipts oUhe · · 
Government (I + m B;185.49 n,302.s2 !,63U.OO li,80L88 .li,883.56 

IV Percentage of I to III 58 62 56 55 59 

The above table indicates that during 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 receipt during 2006.;.07 was from the Government of India. 

6.1.1 Tax revenue 
. . . ' 

The following table presents the details of tax revenue raised during the 
period from 2002-03-to 2006:-07:· 

(lR.l!lpees nllll cmre) 
!Percentage or 

Serial Headls of revenue 2002~03·· 2003-04 2004-05 2005-06 2006-07 
increase (+ )/ dlecrease 

number (-)in 
21106-117 over 2005-06 

1 Taxes on sales, 
trade, etc. 150.09 203. l 9 246.48 304.22 364.89 19.94 

2 State excise 87.70 105.66 110.29 125.17 143.49 14.64 
3 ·Stamp duty and 

registration fees · 16.20 20.27 23.52 23.97 31.01 29.37 
4 Taxes on 

vehicles 21.95 23.19 23.87 25.56 29.01 13.50 
5 Land revenue 0.24 0.29 0.29 0.31 0.91 193.55 
6 Others 0.20 0.16 0.13 0.17 0.24 41.18 

Total 276.38 352.76 4104.58 4179.40 569.55 R8.8G 
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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 cent) 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 

Stria I 
increase (+)I 

number Huds of revenue 2002-03 2003-04 2004--05 2005--06 2006-07 decrease (-) in 
2006--07 over 

2005-06 

I Power 387.93 430.30 464.48 486.88 508.95 4.53 

2 Interest 
receipts, 
dividends and 
profits 5.12 4.50 5.25 4.13 7.23 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 

5 Crop husbandry 0.29 0.34 0.28 0.53 0.43 (-)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 Housing Projects' by debiting 
the head '2260-01-792-Irrecoverabfo Loans-write off'. 

Medicall andl pllllbllfo lhieaith: The increase (110.64 per cent) was due to 
increase in hospital stoppages, increase in licence fees collected by the Food 
and Drugs Administration and increase in the number of companies under 
ESI Act and more receipt of share from the ESI Corporation. 

Crnp llnusballllidlry: The decrease (18.87per cent) was due to foss sale of 
seeds, agricultural implements, farm products, inputs and decrease in hire 
charges of tractors. · . 

The departments did not inform the reasons for variation (November 2007) 
·.despite being requested (October 2007). 

The variations between the budget estimates and actual revenue receipts for 
the year 2006-07 in respect of the principal heads of tax and . non-tax 

· revenue are mentioned below: · 

ffiun i:iees filfll icJroire) 

Serial IB11dget Vuiatio11s ll'eirce11tage 
n!llmber 

IH!eads olf Revenue 
estimates 

Adlllals excess (+)or 
ohairiatio11 

' . sirnirtfalll (-) 
' 'JI'ax reve11111lle · 

I Taxes on sales, trade, etc. 324.00 364.89 40.89 12.62 

2 State excise 115;00 143.49 28.49 24.77 

3 Stamp duty and registration 
fees 17.09 31.01 13.92 81.45 

4 Taxes on vehicles 25.50 29.01 3.51 13.76 

5 Land revenue 0.26 . 0.91 0.65 250.00 

Ncl!ll-tax reveilllllle 

6 Power . 521.00 508.95 (-) 12.05 (-)2.31 

7 Interest receipts, dividends 
and profits 4.79 7.23 2.44 50.94 

8 Medical and public health 4.35 7.52 3.17 . 72.87 

9 Education, sports, art and 
culture 0.70 0.47 (-)0.23 (-)32.86 

10 Crop husbandry 0.28 0.43 0.15 53.57 

·The· foHowing reasons for variations were reported by the concerned 
·. departments: 

95 



Audit Report/or the year ended 3 I March 2007 
blli1!A*Pf •• ¥Sh :t 5 i; , ii· ;p •!& ?ii 

Taxe§ l[Jlmi sales, tirade, de.:. The increase (12.62 per cent) was· due to 
boom in business and strict collection measures. 

State excise: The increase (24.77 per cent) was due to more production of 
IMFl and increase in collection of kist from arrack shops. 

Taxes mm vehicles: The increase (13.76 per cent) was due to increase in 
registration of new vehicles .. 

Land wevenue: The increase (250 per cent) was due to renewal of licence 
fee. 

The other departments did not inform (November 2007) the reason for 
variation' 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· preceding two years as · 
furnished by the department. are mentioned below: 

(Rupees in £rore) 
Amount JP'e11ailties 

·Amo1D1111t colilected for deilay colileded at after IP'erce11tage of 
Year IP're regular 0111 Amoumt Net coium11 (2) to (6) 

assessment assessment payllllent ref11111ded collectio11 

stage (additional or taxes 

demand) and duties 

I 2 3 4l 5 6 7 

2004-05 244.09 2.23 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 . 0.35 0.84 364.89 99.84 

Thus, the voluntary compliance with the prov1s1on of Acts and Rules 
remained unchanged during 2004-05 to 2006-07. 

The arrears of r~venue as on 31 March 2007 under the principal heads of 
revenue as reported by the departments amounts toRs 142.41 crore, of 
which Rs 35.19 crore has been outstanding for more than five years as 

· mentioned below: 
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ffiuoees nllll croll'e) 
Arrears 

Serial 
Departments Total outstanding for 

Remarks ·number aneairs more thaUJ 
5 vears 

m (2) (3) (4) (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 tension (LT) 
consumers. Oftlie 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 
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 
arid 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 - 0.21 0.04 Arrears are from the qovernment 
and printing departments. 

7 Town and 0.14 0.14 Arrears are due to non~payment of enhanced 
country plot costs by the allottees. 
planning 

8 Hindu 0.29 0.07 Arrears are due to non-remittance 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 Industries 
Corporation Limited. 

10 Port 0.57 * Arrears relates mainly to lease rent from 
M/s. Concor (a Government of [ndia 
undertaking). 

11 Judicial 0.07 0.06 In s_ome cases, accused are - undergoing 
imprisonment and in some cases, appeals are 
pending before the High Court, Chennai. 
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(2) (3) (4) (5) 

Co-operation 0.06 0 .01 Arrears relate to audit fee dues. 

information 0.10 0 .07 Arrears are mainly from the Pondicherry 
and publicity Tourism and Development Corporation 

towards canteen rent. 

Other 0.01 ••• Arrears relate to fisheries, health and fam ily 
departments• welfare and Puducherry Government guest 
• houses. 

Total 142.41 35.1 9 

• 
•• 

Rs 27 ,496 was pending for more than five years . 

••• 
Details from the Transport Department were not received (October 2007) . 
Rs 300 was pending for more than five years from Puducherry Government Guest 
House, Chennai 

Frauds and evasion of tax 

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: 

<Ruoees in lakh) 

Cases 
Cases 

Number of cases in which Number of 
pending 11s 

detected 
assessment/investigation completed and pending 

on 31 
during 

Total additional tax and penalty levied cases as on 
March 31 March 
2006 

2006-07 Number of cases Amount demanded 2007 

33 26 59 26 36.95 33 

6.6 Failure to enforce a«Ountability and protect interest of the 
Government 

~......;o~~..-...--.....,,.,~c. ----

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 lRs. 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 lRs remained 
outstanding at the end of June 2007. Department-wise break up of the lRs 
and audit observations outstanding as on 30 June 2007 is mentioned below: 

Rupees in crore1 

Serial Outstanding 
Amount 

number Tax heads Inspection Audit involved 
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 repHes 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: 

(R.u11Jl)ees ftrn crore) 
Year of Aunidlit Revenme effect of Ammmt accepted! Amomnt recovered! 

Repo!l"t cllnaptell" by tlllle department 

2001-02 0.02 0.02 0.01 

2002-03 0.22 0.22 0.11 

2003-04 -- -- --
2004-05 -- -- --
2005-06 22.13 22.13 --

TotaB 22.37 22.37 0.12 

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 l AprH 1997 at the 
point of first sale. By a notification issued in March 1998, the rate of tax 
was reduced to six per cent. 

m Pondicherry 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 pointed 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 confectionery and was required 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 India (GOI) for allotment of plots 
to . the beneficiaries of spedfic schemes 1 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 shaH 
be sold by public auction or by open tender. The rufos also stipulate that the 
beneficiaries should start construction within two years from the date of 
aUotment and complete· it within a period of three years. Besides, resale of 
plots with permission of the .Government was also allowed if 50 per eent of 
profit was passed on to the Government. FaHure 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 canceUation · 
of allotment and forfeiture of20per cent of the cost paid by the alllottee. 

Scrutiny of the records of the Chief Town Planner, Town and Country 
Planning. Department revealed that 49 piots wete allotted to 46 Members of 

·the Legislative Assembly (MLAs) and three Indian Administrative Service 
(IAS) officers duririg 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 MLAsf][AS 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 
oruy against Rs li 8.36 liakh payable to the Government. In addition, another 
MLA sold the plot with ·the permission of .the Government and remitted 
Rs 4.3 7 fakh 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. maction 
on the part of the department to enforce the condition of aHotment resulted 

. in foregoing revenue of Rs 1.09 crore being the difference between market 
value and sale value of plots excluding 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 referred fo the Government in July 2007; their reply has not 
been received (January 2008) .. 

. . 

(a) Slum Clearance Scheme, (b) .Subsidised Industrial Housing Scheme, (c)tow 
.. Income Group Housing Scheme, ( d) Middle [ncome Group Housing Scheme and 

(e) Rental Housing Scheme for State Government employees 
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.. · This chapter deals with the functioning of the Government companies .. 
Paragraphs 7.2 to 7.U give an overview of the Government companies and 
the Gov~rnpient's investment .in the Public .Sector Undertakings (PSUs). 
Paragraph. 7 .12 contains a review on. the Performance of Pondicherry 
Industrial Promotion Development and Investment Corpoq1tion Limited. 

- ., . . 

As on3l Match 2007, there were B Gove~ment compa~ies (aU working) 
including one subsidiary company under the control of the Government of 
the Union · Territory of · Puducherry (UT Government) as against 12 
Government companies (all wor~ng) as on 31·March.2006. During ·the 

.. .year, ape~ Company,· Swadeshee~Bharathee Textile Mills Limited has been 
incorporated. The accounts ()fthe Government companies (as defined in 
Section 617 of ·the Companies Act, 1956) are audited by the Statutory 
Auditors; who. are. appointed bf. the Comptroller and Auditor General of 
India (CAG) as per provisions of Section 619 (2) ·of the Companies Act, 
1956. These accounts are also subject to supplerpentary audit by the CAG 
as per pro.visions of Section 619 (4) of the Companies Act, 1956. · 

Investment in wmrking PSUs ' 

Total inyestment in Government companies in the form of equity and loans 
as on 31 March 2006 and 31 March 2007 was as under: 

J 

2 

Rupees in crore 

·' 
: Investment 

Number of 
Year 

companies· .. Share application · JLongterm 1'otail 
Equity· 

money Iloans1 
•. 

2005-06 12 47i.55 2.10 6.81 480.46 

2006-07 13 505.35 .. 58)0 40.40 604.452 

., 

Long term loans are excluding interest 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 
difference is under reconciliatfon. 
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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 a 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 

37.09 
(6.14) 

14.40 
(2.38) 

Total investment: Rs 604.45 crore 
As on 31 March 2007 

133.04 
(22.01) 

(Figures in bracket indicate percentage of investment) 20.77 

•Agriculture 
DTextile 
•Tourism and Transport 

• Industry and Electronics 

(3.44) 

107.65 
(17.81) 

291.50 
(48.22) 

o Economically Weaker Section 
D Power 

Total investment: Rs 480.46 crore 
As on 31March2006 

(Figures in bracket indicate percentage of investment) SI.OS 

(10.63) 
133.04 
(27.69) 

17.48 
(3.64) 

32.93 
(6.85) 

1S.9S 
(3.32) 

• Agriculture 
DTextile 
•Tourism and Transport 
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The details of budgetary outgo; grants/subsidies, guarantees issued, waiver 
of dues and ·conversion of loans into equity by the Government to the 
working Government companies are given in AppellD.cllices =- 7.1 a1rnrd! 7.3. 

. . . , 

The budgetary ·outgo (in the form of equity capital and loans) and 
grants/subsidies from the. UT Government to the working Government 
companies for the three years-up to 2006-07 are given below: 

·(Rupees iHn crore) 

.:m~4-os . :WOS-06 2006-07 
JP111rtnclllllars 

Nlllmber Amounrrnt NWJmber Amolll111t. Number AmoW1111t 
.. 

Equity capital outgo from · 
8 : 22.04 8 21.93 9 87.41 budget. ., 

Grants: 6 . ' 6.64 5 21.20 5 18.04 

Subsidy towards 
Projects/Programmes/ l 0.40 2 U3 2 4.94 
Schemes 

! 
Total outgo 83 : 29.08 83 44:26 103 110.39 

. . ' . . 

At the-end· of 2006:..07, guarantees of Rs·2.80 lakh against one working 
· Government company (Pondicheiry Adi=dravidar Development Corporation 
Limited) were outstanding. 

The accounts of the companies for every financial year are required 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 ComptroHer and Auditor General's (Duties, Power and . 
Conditions. of Service) Act, 1971., They are also to be Raid before the 
Legislature within nine months from the .end of the financial year. 

Out of 13 working Government: companies, only two companies finalised 
their accohnts for· the· year· 2006.;.07 within the stipulated period as can be 
seen from Appendlix ...: 7~2. • . During the period from October 2006 to 
September 2007, six working Goyernment companies finalised six accounts 

These are the actmil number of companies which received budgetary support in the 
form of equity, grants and subsidy from the Government during the respective 
years. 
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for the previous years. The accounts of eleven4 working Government 
companies were in arrears for periods ranging from one to three years as on 
30 Septernber 2007 as d~tailed below: ... 

Serial Number of !Period for who.ch Number of years lfor !Reference to Serial 
Number working accounts are in arrears \vhich accounts are in Number of Appendix 

~ompanies arrears 7.2 

I 3 2004-05, 2005-06 3 2,9 and 12 
and 2006-07 

2 2 2005-06 and 2 8 and 11 
20·06~07 

3 6 2006-07 1 1, 4, 5, 6, 7 and 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, five5 companies· incurred an aggregate loss of Rs 33.48 crore 
and five6 companies earned an aggregate profit of Rs 18.28 crore. Details of 
profit and. loss, as per their latest finalised accounts, are given below: 

4 

5 

6 

Puducherry Agro Service and Industries Corporation Limited, Pondicherry Agro 
Products, Food and Civil Supplies Corporation Limited, Poridicherry 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 Textile Corporation ·Limited, 
Swadeshee-Bharathee Textile Mills Limited, Pondicherry Adi-dravidar · 
Development Corporation Limited and Pondicherry Road Transport Corporation 
Limited 
Puducherry Agro Service and! Industries Corporation Limited, Pondicherry Agro 

· Products, Food and Civil Supplies Corporation Limited, Pondicherry Distilleries . 
Limited, IPondicherry · · Industrial Promotion Development and Investment 
Corporation Limited and Puducherry Power Corporation Limited 
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Yeair o!f Ratest JP'll"o1fiit eamdllllg compal!llnes Loss makinng compmrnfies 
acCOlllimtS · N UJ1m ibier oir Amomnt off pro fut Nunmlbie1rof' Ammnnnt olflloss 
finnaRnsedl compannnes (lRunJPlees inn cll"ore) COlll1ll!Mll!llDes (RUllpees fil!ll crore) 

2003c04 I ·0.40 I 0.65 

' 2004-05 --- --- . 1 0.98 
" ' 

' -
2005-06 3 13.82 ~ 31.85 

2006-'07 I ,' 4.06 --~ ... c--
: 

Tota[ 5 iS.28 '33.48 5 

Source: A1111m11I acconrnts oft!Je compa11nes. .. 

In respect of two 7 ~orripanies, the entire loss was met by the UT 
Government and one ' company (Pondicherry Tourism Development 
Corporation Limited) has not yet finalised its first accounts. 

Out of the two8 Qovernm~nt comprutles, which finaHsed their accounts for 
. 2006-07, only one company viz.,. Pondicherry Distilleries Limited earned a 
. profit of Rs 4.06 croire and decl~ed dividend of Rs 81 lakh for 2006-07. 
The dividend as a percentage· of share capital 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 equity investment of Rs 553.69 

. crore by the 'UT Government in all the B Government companies a8 against 
the dividend of Rs l.16. crore (0:.25 per qmt) in the previous year. The 

. Government has not framed any po Hey for payment of minimum dividend. 

· · Out of the five loss incurring Government companies, iliree9 companies had 
accumulated fosses of Rs258.2l trore, which exceeded their paid up capital 
of Rs 236.12 crore. Despite poor performance and complete erosion of 
paid~up capital, th~ UT GoveriuD:ent continued! to·provide financial support 
to these companies in the form of. equity, grantand subsidy etc .. As per 
availlable information, the totat :financial support provided by the UT 

7 

8 

9 

Pondicherry Corporation for Development of Women and Handicapped Persons 
Limited and Puducherry Backward · Classes and Minorities Development 
Corporation Limited · 
Pondicherry Distilleries Limited and Puducherry Backward Classes and Minorities 
Development Corporation Limited 
Pondicherry Textile Corporation Limited, Swadeshee~Bharathee Textile Mills 
Limited and Pondicherry Adi-dravidar Development Corporation Limited 
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Government to these companies during 2006-07 amounted to Rs 29.87 crore 
(equity: Rs 23.98 crore; grant and subsidy: Rs 5.89 crore). 

As per the latest finalised annual accoui1ts of PSUs, the capital employed10 

worked out to Rs 530.83 crore in 12 companies and total retum11 thereon 
amounted to (-)Rs 11.34 crore, as compared to capital 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 
working Government companies are given in Appendnx - 7.2. 

The Statutory Auditors (Chartered Accountants) are required to furnish a 
detailed report upon various aspects induding 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 6.19 (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 inrespect'of 11 Government companies between October 
2006 ·and August 2007 and reports in respect .·of three Government 
companies were received (August 2007). 

In respect of Pondicherry Textiles Corporation Limited, the Statutory . 
Auditors observed (December 2006) that the Company did not prescribe any 
internal audit manual ·and there was no Audit Coinmittee. They further 
reiterated the need to strengthen the internal audit system in terms of 
·coverage, frequency and follow up . 

.. As regards Pondicherry Adi-dravidar Development Corporation Limited, the 
Statutory Auditors pointed (November 2006) out that the timing of internal 
al]ldit 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 mechanism ·· on the internal audit observations need to be 
improved. 

10 

II 

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 paid-up capital, 
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. · · 
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Audit observations noticed during audit and not settled on the spot are 
communicated to the heads ·Of PSUs ·and concerned departments of the 
Government through inspection reports. The heads ofPSUs are required to 
furnish replies to the inspection 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 Inspection Reports remained outstanding at the end of September 2007 is 
given in Appendlix-:- 7.41. . . · 

It .is r~commended that (a) the Government should ensure that procedure 
exists for action against the officials who fail to send replies to Inspection 
Reports/Reviews as per:the.prescribed time schedule, .(b) action to recover. 
loss/outstanding advances/overpayment is taken within the prescribed time, 
and (c) the system of responding to audit observations is revamped . 
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High Rights 

(Paragraphs 7.12.1and7.12.8) 

(Paragraph 7.12.9) 

(Paragrapks 7,12,J{} ~nd 7,12,11) 

(Paragraph 7,12.15) 

(Paragraph 7.12,17) 

7.12.1 lndrodluction 

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. 

implementing the Government of India (GOI) schemes like 
Industrial Growth. Centre at Karaikal, "Assistance to States for 
developing Export. Infrastructure and Allied Activities (ASIDE) 
Scheme" etc. 

extending short term, medium. term and working capital loans to 
industries and tponitoring 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 (Administration), General Manager (Technical) 
and Executive Engineer. 

The performance of the Company was last reviewed in ·the Repmt of the 
Comptroller and Auditor General of India - Government of Union Te1ritory of 
PondicherrY for the year ended 31 March . 2000. The review was discussed 
(July 2004) by the Committee' 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 mechanisms, 
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 AUl!dit 

The performance review covering the operational performance of the Company 
during 2002-03 to 2006-07 was conducted during November 2006 to April 
2007. 1l1e 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 perf mmance 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 investigations were carried out to assess the 
requirement of industrial plots by the entrepreneurs, infrastructure, 
availability of raw material, market, etc.; , 

~ .lease rent, maintenance and other charges were fixed judiciously and 
were collected regularly from the allottees of industrial sheds and plots; 
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> the project reports/applications for assistance were properly appraised 
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 fi.rrther 
industrial growth; and 

> internal control mechanism was efficient and effective. 

7.12.4 Audlit criteria 

The audit criteria adopted for assessing the achievement of audit objectives 
were: 

> Decisions/guidelines of the Goveinment of Union Territory and the 
BOD of the Company; 

Targets and guidelines fixed for development of industrial estates and 
growth centres; 

> Observations/recommendations of the CPA; 

):>- Targets set by the Company for the recovery of principal and interes~ 
from the assisted units; 

Norms fixed for equity participation and loan assistance to assisted 
units; and · 

> System of recovery 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 Government 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 Infmmation System relating to the recovery of principal 
and interest; and 

Issue of audit enquiries and interactions with the Management. 
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Audit findings 

Audit findings 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 Committee on Public Sector Enterprises (ARCPSE). 
The Secretary, Industries Department, Government of Union Territory of 
Puducherry. and the MD of the Company attended the meeting. The views 
·expressed.•· by the members during the meeting have been taken· into 
consideration while finalising the performance review. 

The Audit findings are discussed in the succeed~ng paragraphs. 

Financial Performance 

7.12.6 Financial position and wori~ng results 

·. The financial position. and working results of the ·Company up to 
2006-07 are given in the Appendices 7.5 and 7.6. The net worth of the 
Company increased from.Rs 80.02 crore in 2002-03 to Rs 167.48 crore in 
2006:..07 (Appendix 7.5). The Company also earned profit during the 
period of review (Appendix 7.6);: The interest mi term loans, which is the 
main. source of operational income, however,· decreased from Rs 654 crore 
in 2002""03 to Rs 4.74 crore in 2006~07. 

7.12. 7 Somrces and! mises of fmmds 

The Company arranges its funds mainly through equity(receipt of grants 
from GOI/the Government of Union Territory of Puducherry (GUTP) and 
from recovery of loaris 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 given in Appendix 7.7. It could be seen from 

· the Appendix that: 

The Company did not receive the anticipated as~istance from the 
Government of Union Territory in the form of equity capit.al except in 
2005,.06. 

;;... The receipt of grants from the GOI/GUTP 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 implementation 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 
200(i,.07 for the purpose of setting up of Special Economic Zone at 
Sedarapet and Karasur. 

;... The budgeted recovery of interest every year remained 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 interest reflect poor collection 
efficiency. 
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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 industrial 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 allotted to the 
entrepreneurs either on. premium 1ease12 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 Karaikal partially 
as discussed in paragraph. 7.12.9. 

The details of industrial estates/information. technology parks/growth 
centres developed along with details of land acquired, plots/sheds developed 
and allotted till August 2007 are given below: 

ILancl Year of Total Total Allotment Vacant 
Name of the Industrial 

acquired corn pie-
plots sheds 

Estate 
(in acres) tiou 

develo- develop- JP lots Sheds Plots Sheds 
ped ped 

Kirumambakkam (KIE)· 25.00 1975 14 8 14 8 --- ---
Mettupalayam (MIE) 168.00 1976 415 89 415 89 --- ---
Sedarapet {SIE) 62.00 1982 187 --- 187 --- --· ·--
Thirubuvanai Electronic 52.00 1999 123 8 111 ·g 12* 
Park(TEP) 

Information Technology· 18.00 1999 --- 28 -·- 23 --- 5** 
Park, Pillaichavady 

-
Industrial Growth Centre, 196 2003 74 --- 17 --- 57 ---Karaikal {Phase-IA) 

Source: Particulars furnished by the Company~ 
* Since February 2007 ** Since July 2007 

It could be seen 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. 

7.12.9- Industrial Growth Centre, Ka:raikal 

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 

12 Premium lease means lease for a period of 99 years. 
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area, was sele~ted (July 1988) as one. of the sites for the purpose. The 
Company was ·appointed (Nbvymber 1990) as the nodal agency· for 
execution of the growth centre at Karaikal. · 

GUTP g~we approval (August 1991) for establishment of the growth eentre at 
Keezhaiyur village (North and South) in Karaikal at a cost of Rs19.70 crore. 

· The GOI and GUTP were to give grant of Rs 10 crore each forthis work. 
When the 'process for acquisition of.the land was started (March 1994), it was 
notfoed that the land identified in Keezhaiyur village had considerably reduced 
mainly due to sale of land by land owners to various entrepreneurs for aqua 
cultural activities. Consequently, the Company changed (May. 1997) the · 
proposed locatio:n of the growth centre to Polagam village at Karaikal and 
subn::litted a revised project report for Rs 25 crore without canying out any 
feasibilJ.ty· study and. market survey. The revised project was approved· 
{October 1997).by the GOI. · 

The development work· of the growth _centre was to be completed by March 
1999 in three phases (Phase~IA, Phase-IB and Phase-U). The Company 
acquired (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 coinpleted (2003) ata cost of Rs 14.43 crore leaving some minor 
works on water an_d sewerage plant. r ·The work on. the other two phases has 
not been taken up so far (August 2007) . 

. The delay in completion of the pfr>ject resulted in cost overrun of Rs 2.28 
crore over the estimated project cost for Phase-IA. The actuals would far 
exceed the estim_ate 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 remaining 57 plots could not be 
allotted, so: far (September 2007). Il1. view of poor response for industrial plots 
in the growth centre~ the Compariy decided (September 2006) ·to divert 300 to 
.400 acr~s·ofland to the port based Special Economic Zone. · 

.•. The Management stated (September 2007) that th~ withdrawal of sales tax 
concessions, lifting of 25 per; cent investment subsidy, changes in 
Government policies and introduction. of tmifonn tax were the reasons for 
poor off ~take of ·the pfots. It was ·further ·stated that demand for the 

. industrial plots. was expected to improve once the allotment of plots was 
converted from annual lease to premium lease> The fact, however, remains 
that the Company's selection of site for growth centre at Karaikal appears to 
be unsatisfactory as there were no takers for 57 plots iri Phase-IA since 
November 2005. This argument is sfrertgthened by the fact that Phase-IB 
and Ph~se-II were not taken up as of August2007~ 
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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 oflease rent thereafter (August 2007). 

In case of TEP, the lease rent was revised only once (January 2001 ). 
There was no revision oflease 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. Tue 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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It was noticed that as against the maintenance expenditlire of Rs 2.71 crore 
(excluding Rs . 1.11 crore towards salaries and allowances of. the 
maintenance staff, which has not been included by the Company in the 
maintenance cost) incun-ed during 2000-01 to 2006-07, the Company had 
demanded only Rs l.ol crore as maintenance charges leaving balance of 
Rs 1.10 c:rore un-recovered. Thus, due to non-revision of the rate for 
maintenance charges periodically and by not including salary and allowance 
of the maintenance staff while arriving at the maintenance cost, the . 

·· Company suffered a loss of Rs 2.21 crore13
• 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. 1bis resulted in i11crease in the arrears.of maintenance 
charges and it stood at Rs one crore as on31 MarGh 2007. Further, the 

· Ma..nagement did not reply to the,non-i11dusion of salary and allowances of the 
staff engaged on llie maintenance work while arriving at the maintenance cost. 

Assistance to States for peveloping Export 
• • • . , I 

Infrastructure and Anied Adivities Scheme 
. 7.12.12 

The GOl launched (March 2002) a new scheme titled "Assistance to States for 
Developing Export Infrastructure • and Allied. Activities" (ASIDE). The 
objective of the scheme was· to 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 Strite Government for the purpose. The Company wa5 the 
nodal agency for the implementation of this scheme in the GUTP. 

13 

1be. Company identified (May 2003) 'a project viz., setting 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 ~tate 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 expenditure of 
Rs 4.40 lakh only has been incun-ed on the project so far (September 
2007). ' 

Rs 2. 71 crore plus Rs 1.11 crore minus Rs 1.61 crore 
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);;o- The 001 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 Infonnation 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 M1E 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 participatio.n 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. 
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The details of number of units assisted, amount of loan budgeted and 
disbursed by the Company during the last five years are given below: 

(Rupees hn crore) 

Year 
Number of 

Budgeted Roan Loan disbursed 
!Percentage of. 

units achievement ( 4) to. (3) 

(l) . (2) (3) (4) (5) 

2002-03 . 92 12.00 13.85 I 15.42 

2003-04 63 12.00 12.61 105.08 

2004-05 . 54 13.50 11.76 87.1.1. 

2005-06 51 13.50 . 13.11 97.I 1 

2006-07 49 9.00 8.83 98.11 

Source: Data furnished by the Company 

It could . be seen from the table that the 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. U per cent 
to 115.42 per cent. 

7.12.15 Sanction and disbursement 

Details of loan sanctioned and disbursed during 2002-03 to 2006-07 are 
·given below: 

.. 

~Rupees in crore1 
2002-03 2003-04 2004-05 2005-06 2006-07 

Number 'Amount Number Amount Number Amount Number Amount Number Amount 

22 9.40 13 6.91 26 14.87 19 12.75 29 16.68 

99 . 42.41 90 33.03 72 35.17 73 41.26 80 19.05 
•received during the 
year 

Rejected/ withdrawn 16 18.64 14 6.92 25 16.42 12 13.80 22 2.38 

Sanctfoned' 

Applications 
pending as on 
31 March 

Disbursement 

92 23.89 63 16.57 54 15.15 51 22.83 . 49 12.09 

13 6.91 26 14.87 19 12.75 29 16.68 38 21.25 

13;85 (2.61 11.76 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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Out of 263 cases of loans sanctioned during the period, 96 sanctions ~ere 
scrutinised in audit. The following pre-sanction defects were noticed in six 
cases as detailed in Append/ix 7.8 resulting in non-recovery of overdues to 
the extent of Rs 5o48 crore. 

);- Project reports not scrutinised thoroughly to ensure feasibility, 
profitability and marketability of the products and availability of raw 
materials. 

)- Sanction of loans when the units were incurring heavy losses. 

JP- Failure to ensure availability of sufficient working capital by the units, 
. which sought the loans. 

-

A case of non-recovery of overdues on account of defective pre-sanction 
appraisal is discussed below: 

7.12.16 .. Jayaprakash Co-operative Spinning Mms Lbnilted 

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 disbursed in May 2005. 

It was noticed that at the time of sanctioning 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 (principal Rs 1.44 crore plus interest 
Rs 0.30 crore) .. 

The Management stated (September 2007) that the short terni . 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 ilie 
matter with the GUTP for initiating action to settle the short tenn loan availed 
by the unit. The reply is not tenable as when the short term loan of Rupees t.vo 
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. 7 4 crore. 
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7.12.17 Moimitmring and foilow up of the assisted! IDtllltits 

The follow-up of dues commences from the due date for the payment of first 
instalment of interest and ceases with the discharging of loan accounts . 

. There is no codified procedure in the Company for· monitoring and follow 
up of recovery from the 8Ssisted units. The following procedure, however, 

·· was being followed by the Company: 

The .. assisted mtlIB had to supmit ruilf yearly/annual audited statement of 
accooots so as to I!lOnitor. their performance by the Company. Only 
few uniIB were subrilittillg the statement of accounrn to the Company. 

The officials of the Company had to visit the units. The Company, 
however, did not prescribe any periodicity for such visits and also 
did not maintain. any. x;ecord to ,watch the' number of visits and the 
amount recovered as a result of such visits. 

In the absence of guidelines for monitoring the follow-up actions. and 
maintenance of any record to . watch the inspections carried out, the 

· . effectiveness of monitoring and foHow-up could not be ensured in audit. ·.It 
was also noticed that in majorify of the cases there was abnormal delay :i.n 
tilking possession of the .units . under. Section 29 of the SFC Act and also to 
auction the seized assets .. · · 

. ' 

. During the test check, it was n.~ticed that poor monitoring and foHow.;up 
during the . period· resulted· in non-recovery of dues amounting to 
Rs J0.79 crore {Appendix 7.9). •.·Some of these cases are discussed in the 

· succeeding"paragraphs. 

7.12.18 - · R.ebarzaar Medi JPfastks limdlla (P1rivate) Limited 
_- . . \_ ' 

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 (JW1e 1998) in payment of the 
interest and also defaulted (February 1999) in repayment of principal from 
the first instalment. · . . 

The Company took possession (September 2000 to July 2006) of the unit as 
· many as four times· for non-payment of the dues, but, released the same on 
the asstlrances -given by the unit to settie the dues and on receipt of palltry 
sum ranging· from Rs two lakh to Rs five lakh. However; the unit did not 
honour its assurances and cheques received from the unit were also 
dishonoured on many occasions. The . dues· recoverable from the unit 
mounted to Rs 4.12 crnre (including interest of Rs 3.17 crore) 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 taJce 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 ·r 
capital loan of Rs 20 lakh to this existing unit at an interest rate of 15 per cent 
per annum for modernisation 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, 195 1 so far (September 2007). 
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7.12.20. Bahun Modeirn Wee Mm 
The unit availed (December 1994) a term loan of Rs 19 lakh and working 
capital loan of Rs 6.50 1akh for setting up of a Modern Rice Mill (MRM) at 
Nettapakkam Commune,· Puducherry. The unit was sanctioned (October 
1998) another term loan of Rs lllakh and working capital 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 · 1akh and assurance to settle the balance 
dues. The unit, however, did not honour Its commitment. 

The Management stated (September 2007) that the 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 would then be initiated. 

7J.2.21 ·Recovery perfoirmaimce 

the principal·. amount and interest are collected on quarterly basis from the 
loatiees; Amount collected as a result of recovery of principal and interest is 
ploughed back for the activities of the Company, which in tum earn further 
revenue to the Company. The Company fixes annual targets for the recovery of 
principal and interest on consolidated basis. The targets fixed and actuall 
realisation there against during the period 2002-03 to 2006-07 are given below: 

· ffi1110ees iun crnll'e) 

Dues (il!lcludiillg overdlues) 'Jl'all'get Tal!'get as a Colllectim11 

IP'll'incip111D pel!'centage lPel!'ce1rntage JP'ell'ceB11tage Principal Illl!tel!'est Total · amll interest of dunes . Actual to target to total dunes 

28.22 43.53 71.75 18.00 25.09 17.99 99.94. 25.01· 

31.03 44.28 75.31 19.00 25.23 16.8814 88.84 22.41 

31.98 45.83 77.81 19.00 24.42 17.3515 91.32 22.30 

33.21 46.05 79.26. 19.00. 2~.97 14.1916 74.68 17.90 

32.58 48.52 81.10 20.00 24.66 14.63 17 73.15 18.04 

Source: Data lfurnished by the Company 

· It will be seen from the above that, 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 

14 

15 

16 

17 

Excluding amount of Rs 4.26 crore received on foreclosure of loans. 
Excluding amount of Rs 50.20 Iakh received on foreclosure ofloans. 
Excluding amount ofRs 3.03.crore received on foredosure ofloans. 
Excluding amount ofRs 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 (NP A) 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 NP A, 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 29.41 28.31 23.46 18.15 

Non performing assets 24.34 24.00 25.37 31.42 28.18 

Percentage ofNPA to 44.35 44.94 47.26 57.25 60.82 
total assets 

It could be seen from the above details that the NP A 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 NP A, 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 NP A 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.l 0 
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 processmg the applications 
and taken effective steps to reduce the processing time. 

Only sanction files relating to assistance of Rs 25 lakh . and below are routed 
through the Finance wing of the Company, while cases above Rs 25 18.kh 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 analysed unless the sanction files are routed through the Finance wing. 
. . 

Thus, . the ·internal control mechanism has to be strengthened to avoid 
abnormal delay in pmcessing of the applications and to ensure that loans are 
sanctioned on).y for viable projects duly scrutinised by the Finance wing. 

7.12.24 Crnmch.llsi.rnrn 

The contribution of the .Company towards the industriall growth ·in the Union 
Territory of Puducheny 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 ovemms. 
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 meffective. 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 effective. · 

Recommel!lldations 

).»- 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 with 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 ill payments, which means that selection of 
beneficiaries was not correct. 
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~ The Company should revise the lease rent and maintenance 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 production or the owners are using plots only for investm,ent. 

The Company has to strengthen the monitoring and foHow-up 
procedure to ensure timely recovery of its dues and reduce the non"-
performing assets. · 

Chennai, 
The 

New Delhi, 
The 

(SJHIANKAR NARA YAN) 
Principal Accountant General (Civil Audit) 

Tamil Nadu and Puducherry. 

Countersigned 

(VINODRAI) 
Comptroller and Auditor General of India. 
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Appendix 1.1 
(Reference: Paragltaph 1J.; Page 1) 

Part A: Layout of Fimmce Accounts 

Statement 1 Presents the summary of ·transactions in the Consolidated and 
Contingency Funds.· 

Statement 2 Contains the summarised statement of capital outlay showing 
progressive expenditure to the end of the financial year. 

Statement 3 Contains the summarised debt position showing receipts, repayments · 
and current balance. 

Statement 4 Contains the summary ofloans and advances by the Government. 

Statement 5 Contains details of guarantees given by the Government of India on 
behalf of the Government of Puducherry. 

Statement 6 Contains the summary of balances under Consolidated and 
Contingency Funds. 

Statement 7 Contains the revenue and expenditure under different heads as a 
percentage· of total revenue/expenditure . 

Statement 8 Shows the distributiori between charged and Voted expenditure. 

Statement 9 Contains detailed account of revenue by minor heads. 

Statement . lO Contains detailed account of revenue expenditure by minor heads. 

Statement · 11 Contains detailed account of capital expenditure by minor heads 
incurred during the year and the expenditure to the en.d of the year. 

Statement 12 Contains details of investments made in Government companies and 
co-operative institutions up to the end of the year. 

Statement 13. Contains capital and other ·expenditure and the principal sources of 
funds for such expenditure. 

Statement 14 Contains details of receipts, disbursements and balances under debt, 
loans and advances and Contingency Fund. 

Statement 15 Contains detailed position of debt. 

Statement .·· 16 Contains details of loans and advances by the Government. 
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Appendix 1.1 
(Reference: Pa!l'agraph 1.2; Page 4) 

Part B : List of terms used in the Chapter JI and! basis of thielir cak11.dation 

Terms Basis of cakufation 
Buoyancy of a parameter R~te of Growth of the parameter/ 

GSDP Growth 
Buoyancy of a parameter (X) Rate of Growth of parameter (X)/ 
with respect to another parameter Rate of Growth of parameter (Y) 
(Y) 
Rate of Growth (ROG) [ (Current year Amount /Previous year Amount )-1] * 

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) I 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· previous · year's 
interest paid by the UT) Fiscal Liabilities + Current year's Fiscal 

Liabilities) I 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: Pauragrnphs 1.2 amd. li.7; Pages 4 al!lld 119) 

-- Tiime series da1h11 on Unfonm Tenifory GovernmienH'inmmcies 

1RllllJPees filill crnre) 
_, 

'"'" .. - - ' ·- ~ 

, ___ 

20111-02 2002-03 20113-04) 2004-05 2005-06 .20116-07 
!!"art A. Receipts 

ll. Revelllue Receipts 1,073(84) ll,185(83) 1,303(83) l,63ll(82) 1,802(84) 1,884(8ll) 

i) Tax Revenue 269(25) 276(23) 353(27) 404(25) 479(27) 570(30) 
Taxes on Sales, Trade, etc. 160 150 203. 246 304 365 ' 
State Excise 76 88 106 HO 125 144 

' Taxes on·vehicles 19 22 23 24 26 29 
Stamps and Registration fees and other taxes 14 16 21 24 24 32 

ii) Non-tax Revenue 302(28) 412(35) 454(35) 501(31) 511(28) 550(29) 
iii) Grants"in-aid from Government of India 502(47) 497(42) 496(38) 726(44) 812(45) 764(41) 

2. Miscellaneous Capital Receipts -" .. ·- -- - -
IJ, TotaH Revenue and! Non debt capital recei11ts (n+2l 1,(173 1,185 1,3113 ll,63]. 1,802 1,884 
A. Recoveries of Loa11s and! Advances 6(1) 6(1) 6(0) 6(0). 6(0) 8(0) 
5. !Publlic Debt Receipts 193(15) 2311(16) 26807). 34808) 353(1l6) 444(n9) 

Loans and Advances from Government of India 193 230 268 348 353 444 
· 6. Total receipts in the Consolidated Fund (3+4+5) 1,272 1,42]. Il,577 ].,985 2,161 2,336 

7. Total receipts of the Union Territory l,272 1,421 Il,577 1,985 2,B61 2,336 
· Part B. Expenditure/Disbursement 

8. Revenue Expenditure 1,099(86) ].,151(84) 1,294(85) 1,573(841) 1,794(83) Il,927(81) 
Plan 246(22) 272(24) 332(26) 431(27) 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 i 

9. Capital JExpendit111re Il U9(9) U48(H) Il4l6lllll) ].93(Il0) 289([3) 360C15b ~ 

Plan 121 147 145 . 195 290 356 
Non-plan (-) 2 I 1 (-) 2 (-) l 4 
General Services IS 20 11 15 26 33 
Social Services 22 40 44 65 94 75 
Economic Services 82 88 91 113 169 252 

Ull. Disbursement of 1Loall1ls and Advances 7 (1) 5(11) 5(11) 5(11) 4(0) 3(0\ 
U. Total (8+9+ 10) 1,225 U,31141 1,4145 n,1n 2,1187 2,290 
112. JRepayments of Public Debt 54(4) 61(41) 69(5) 1117(6) 86(4) 97(4) 

Loans and Advances from Government of India 54 61 69 107 86 97 
13. Tota! disbursement out of Consolidated Fund (11+12) 1,279 1,365 ].,515 1,878 2,173 2,387 
Il4. Total disbursement by the Union Territory 1,279 Il,365 1,515 1,878 2,173 2;387 
Part C. Jl)eficit/Surolus 
ns. Revenue surolus I deficit (1-8) (-) 26 (+) 34 (+) 9 (+) 58 (+) 8 (-) 43 

·· 16. Fiscal deficit (3+4-Il 1) (-) 146 (·) 113 (·) 136 (·) 134 (·) 279 (-) 398 
,Part D. Other data 
· 11. Interest payments (included in revenue expenditure) 101 116 134 153 171 187 
18. Arrears ofrevenue (Percentage on Tax and Non-tax Revenue 67 (12) 77 (11) 83 (10) 91 (10) 109 (I I) 142 (13) 

· Receipts) 
19. Financial assistance to local bodies, etc. 100 l ll 132 228 332 260 

• 20. Outstanding debt (year end) 945 1,113 1,312 1,553 1,820 2,168 
.2 I. Outstanding guarantees (year end) 23 18 II 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. Caoital blocked in incomolete oroiects 39 34 44 50 81 93 

~ .. . -
Note : Figures in brackets represent percentages to total of eaclt sub-heading 
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Appelllldllx 1,3 
(Reference: Paragiraph 1.2; Page 41) 

Abstiract @f Receiipts :m.md :m.sbursements for tllne yeaJr 2006~«Jl7 

Sectfion'-A: Revenue 
Recefipts Dislbunrseme!lllts 

2005-06 2006-07 :WOS-06 
Non-

lPilan 
plaun 

1,811U8 I Revenue receipts li,883.56 U,794.42 I · Revenue expenditure- 1,229.08 697.94 

479.40 -Tax revenue 569.55 
510.99 -Non-tax revenue 549.92 381.07 General Services 416.84 46.63 

1,119.47 
683.87 Social Services- 275.03 426.20 

Education, Sports, Art 
and Culture 130.05 88.52 

-Grants~in-aid and Health and Family 
811.49 Contributions : 764.09 Welfare Services 62:so 105.41 

Water supply, 
Sanitatioil, Housing and 
Urban Development 23.74 76.24 

Non-Plan 491.68 Social Welfare and 
Nutrition 36.62 122.81 

· Others 22.12 33.22 

Plan: 
Union Territory 
Plan Schemes 243.35 726.03 Economic Services- 533.44 225.11 

Central Plan Agriculture and Allied 
Schemes " . Activities 26.81 74.17 
Centrally 
Sponsored Plan Energy 478.99 9.46 
Schemes 29.06 

External Grant Industry and Minerals 1.33 20.98 
Assistance 

Others 26.31 120.50 

Grants-in-aid and 
3.45 Contributions 3.77 --

Ill Revenue deficit Ill Revenue surplus 
carried over to carried over to 
Section B 413.46 7.46 Section B 

1,8GUl8 Total Il,927.02 1,801.88 Tota~ 
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(Rupees nllll cmre) 

2006-07 

.Total 

. 1,927.02 X,927.02 . 

463.47 463.47. 

701.23 701.23 

218.57 

167.91 

99.98 

159.43 
55.34 

. 758.55 758.55 

100.98 

488.45 

.. 
.22.31 

146.81 

3.77 3.77 

-
Il,927.02 
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s f ec um-B 0th : ers (R upees m crore ) 

Receipts Disbursements 
2005-06 . 2006-07 2005-06 2006-07 

J Non"plan Plan Total 

Ill Opening cash Ill Opening. 
255.60 balance 243.87 balance 

IV Miscellaneous 
Capital 288.8U IV Capital Outlay - . 3.88 356.44 360.32 360.32 
Receipts ' 

General 33.29 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 I 
Minerals 90.70 90.70 
Others 122.25 122.25 

6.15 v Recoveries of. 8.H 3.85 v Loans and 
Loans and Advances 2.02 1.07 3.09 3.09 
Advances- disbursed 
-From - Loans for 

I Government Social Services -- -- --
Servants 5.32 

- Loans for 
-From others 2.79 Economic -- 1.07 1.07 

Services 

7.46 VI Revenue - - Loans for - 2.02 -- 2.02 
suri>lus Government 
brought down Servants 

353.33 VII Public debt 443.76 Vi Reve11ue deficit 
receipts- brought down 43.46 
Loans and 86.01 vn Repayment of 49.16 47.15 96.31 96.31 
Advances Loans and 

-4_ from Central Advances to 
Government- Central 

Government 
Non-plan 
Plan. 
Centrally 
Sponsored 
Schemes 

-- vm Appropriation -- VIII Appropriation 
to to Contingency 
Contingency _Fund 
Fund -

- IX Amount - IX Expenditure 
transferred to from 
Contingency Contingency 
Fund Fund -

- x · Excess of --
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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2005-06 

1,801.88 

353.33 

6.15 

11.73 

2,173.09 

1,794.42 . 

86.01 

3.85 

288.81 

--

2,173J)9 

Appendix 1.4 
(Reference: Paragraph 1.2; Page 4) 

Sources and Application of funds 

Sources 

1. Revenue receipts 

2. Public debt - Loans and advances from 
Government of India 

3. Recoveries of Loans and advances 

4. Decrease in cash balance 

Tofal 

Application 

1. Revenue expenditure 

2. Repayment of loans to Government of 
India 

3. Lending for development and other 
purposes 

4. Capital expenditure 

5. Increase in cash balance 

Total 

132 

'#2@ . 

tRupees in cro:re) 

2006-07 

1,883.56 

443.77 

8.11 

51.30. 

2,386.74 

1,927.02 

96.31 

3.09 

360.32 

--

2,386.74 
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Appendix 1.5 

(Reference: Paragraphs L2and 1.7; Pages 4and19) 

Summarised financial position of tlb.e U'f Government as on 
31March2007 

{Rupees!~ crore) 
As on 

Liabilities As on 
31.03.2006 31.03.2007 

Public Debt: 
Loans and Advances from Central Government: 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 1.16 

1,820.28 

0.50 Contingency Fmlld 0.50 

Surph1s IDiil Government Account : 
362.84 Opening balance brought forward 362.84 

. ' Add: Proforma Corrections --
Current year's surplus (-) 43.46 

319.38. 
2,183.62 Total ... 2,487.62 
As on 

Assets 
As on 

31.03.2006 . 31.()3.2007 

Gross Capital Outlay: 
606.98 Investments in shares of Companies, Co-operatives, etc. 712.36 

l,29L02 Other Capital Outlay 1,545.96 2,258.32 

Loans and Advances: .· 
4.27 Loans to Co"operatives 5.01 

16.23 Other dev6lopment loans 13.77 

21.26 Loans to Government Servants 17.96 36.74 

243.86' Cash Balance 192.56 

2,183.62 Total 2,487.62 
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Explanatory notes for Appendices 1.3, 1.4 and 1.5 

1. The abridged accounts in the foregoing statements have to be read with comments 
and explanations in the Finance Accounts. 

2. Government Accounts being mainly on cash basis, the surplus on Government 
Accounts as shown in Appendix~l.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. 

A. The cash balance of the UT Government is merged in the general cash balance of 
the Government of Iridia (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 GO!, 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 Jonna to enable tallying of total. receipts 

· with total disbursements, represents the excess ofreceipts over expenditure in the UT. 
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Appendix 1.6 
(Reference: Paragraph 1.5.5; Page 18) --

Pendency in furnishing utilisation certificates 

Serial Number of Amount 

number Department/Local Bodies/Institutions certificates (Rupees in 
outstanding lakh) 

I. 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 

7. Social Welfare 5 315.05 

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. Infonnation and Technology 2 237.90 

17. 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, KaraikaJ 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) 

Cases of misappropriation/losses pending finaHsationas on 31Ma:a·cl]2.0Q7 

Department-wise analysis along with departmental and criminal action pendency details 

Amount 
Pendency details 

Serial Department Number (Rupees in number of cases · Action Number of lakh) · 
pending cases 

(1) (2) {3) (4) (5) (6) 

1. Adi-dravidar Welfare I 0.43 
Departmental I 

Criminal --
2. Agriculture 4 0.22 

Departmental 2 
Criminal 2 

3. Animal Husbandry 2 0.01 
Departmental 2 
Criminal --
Departmental --4. Art and Culture 2 0.05 
Criminal 2 

5. 
Block Development 

1 0.15 
Departmental 1 

Offices Criminal --
Departmental --

6. Collegiate Education 1 17.97 
Criminal. 1 

. 7. i Education 24 4.91 
Departmental IO 

-· 
Criminal 14 

·-
8. Electricity 233 702.40. Departmental 218 

Criminal 15 

Government Automobile · 
0.01 

Departmental --9. 1 
Workshop Criminal 1 

10. 
Health and Family 

8 0.42 
Departmental 4 

Welfare Criminal 4 

11. Local Administration 3 0.55 
Departmental 1 

Criminal 2 

Police 
Departmental --12. 2 0.30 
Criminal 2· 

13. Public Works 5 5.76 
Depaitmental 4 
Criminal 1 

District Rural Departmental --14. Development Agency 3 0.49 
Criminal 3 

15. 
Revenue and Disaster 

2 . 0.87 Departmental · --
Management 

·Criminal 2 
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(1) (2) (3) (4) (5) (6) 

16. Tourism 0.50 
Departmental --

1 
Criminal 1 

17 .. Women and Child 
3 5.00 

Departmental 1 
Development Criminal 2 

18. Information Technology I 1.14 
Departmental 1 

Criminal --
Total 297 741.18 

· Departmental 245 

Criminal 52 
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. Appendix - 2.1 . 
(Reference: Paragraph 2.3.2; Page 33) 

Grants where savings in suxpplementary provision exceeded Rs 50 lakh 

(Rupees in lakh) 

Serial Grant number and Supplementary 
Additional Savings in 

number Description ProvisioJrn 
expenditure ove1 supplementary 

original Grant Grant 

Reve:m111e - Voted 

1 17 Education 1,977.32 1,761.32 216.00 

2 18 Medical 3,300.03 3,216.50 83.53 

3 21 Social Welfare 3,852.47 3,718.85 133.62 

4 25 Animal Husbandry 176.91 116.91 60.00 

TOTAL 9,306.73 . 8,813.58 493.15 
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Serial 
Number 

fl.) 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

IO. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

.26. 

27. 

28. 

29. 

30. 
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Appendix - 2.2 
(Reference: Paragraph 2.3.3; Page 33) 

Cases where expenditmre fell short by Rs 50 fakb or m.ore al!lld also . 
· · by more than 10 per cent of total provision . 

(Ru 1ees in lakh) 

Grant 
Total Provision Percentage of 

Number 
Head of Account (Original+ Expenditure Savings savings over 

Slllpplementary) total provision 

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

06 2029\ oo isoo 01 02 100.00 0.00 100.00 100.00 

06 2216 03 102 02 01 133.14 82.15 50.99 38.30 

06 2245 80 800 01 01 8,300.00 0.00 8,300.00 100.00 

06 3456 00 001 05 01 900~59 198.84 701.75 77.92 .. 

06 3456 00 789 01 OI 326.00 276.00 50.00 15.34 

08 3075 60 800 01 01 . 200.00 . 11.35 188.65 94.33 

09 2052 00 092 02 01 223.00 59.65 163.35 73.25 

09 3451 00 090 03 01 611.50 352.37 259.13 42.38 

09 3451 i 00 091 02 01 975.00 . 126.73 848.27 87.00 

10 2216 I 80 103 01 01 231.00 63.00 168.00 72.73 

10 2216! 80 789 04 01 456.00 I 75.00 281.00 61.62 
! 

10 22161 80 789 04 02. 114.00 44040 69.60 61.05 

IO 2216! 80 789 07 01 .176.00 0.00 176.00 100.00 

. IO 22161 80 789 07 02 64.00 0.00 6.4.00 100.00 

10 22161 80 80.0 02 01 333.00 . 146.62 . 186.38 55.97 

10 22161 80 800 04 01 2,506.50 . 718.72 1,787.78 71.33 . 

10 2216180 800 04 02 636.00' 177.60 458.40 72.08 
i 

IO 2216 ! 80 800 05 01' 552.50 220.00 332.50 60.18 

10 2216! 80 800 07 01 924.0.0 0.00 924.00 100;00 

10 
I 

2216! 80 800 07 02 . 336.00 0.00 336.00 100.00 

10 2217 ! 03 191 01 01 .. 70.00 0.00 70.00 100;00 

10 2515\ 00 101 15 02 6,000.00 0.00 6,000.00: 100.00 

IO 30541 04 337 02 01 280.00 213.38 66.62 23.79 
i 

17.50 IO. 3054l 04 789 02 01 80.00 . 18.00 62.00 
! 

12 20551 00 115 01 01 522.09 443.31 78.78 15.09 
i 

12 2055\ 00 800 01 01 154.97 37.41 117;56 75.86 

12 2010 I oo·. 108 04 01 344.65 123.46 221.19 64.18 

16 20591 01 . 053 01 01 155.01 58.81 96.20 62.06. 
I. 

16 2215\ 01 789 01 01 330.00 47.75 282.25 85.53 
·! 

16 2216j 01 106 05 01 212.70 75.60 137.10 64.46 
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(1) (2) (3) (4) (5) (6) (7) 

31. 16 2217 05 001 02 01 72.00 20.00 52.00 72.22 

32. 16 2217 05 789 01 01 200.00 135.00 65.00 32.50 

33. 16 4059 01 05 1 03 01 250.00 26.00 224.00 89.60 

34. 16 4059 80 800 01 01 250.00 32.80 2 17.20 86.88 

35. 16 4215 01 101 04 01 755.61 438 .72 316.89 41.94 
' 

36. 16 4215 01 800 02 04 2,000.00 0.00 2,000.00 100.00 

37. 16 4216 01 106 01 01 253.20 77.00 176.20 69.59 

38. 16 4216 01 700 01 01 74.50 11.44 63.06 84.64 

39. 16 4217 60 051 01 01 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 

41. 16 4702 00 IOI 02 01 300.00 116.90 183.10 61.03 

42. 16 4702 00 789 01 01 188.00 108.62 79.38 42.22 

43 . 16 4711 01 103 01 01 100.00 11.33 88.67 88.67 

44. 16 4711 03 789 01 01 100.00 22.89 77.11 77.11 
I 

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 

47. 16 5054 04 800 06 I 01 5,000.00 1,304.40 3,695.60 73.91 

48. 16 5054 04 800 06 02 5,000.00 2,100.00 2,900.00 58.00 

49. 16 5054 04 800 07 01 300.00 0.00 300.00 100.00 

50. 16 5054 04 800 08 03 1,500.00 0.00 1,500.00 100.00 

51. 17 2202 02 110 01 01 936.50 840.19 96.31 10.28 

52. 17 2202 03 103 20 01 150.00 33.35 116.65 77.77 

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 7 1.00 10.76 

55. 17 2203 00 789 01 01 105.43 0.00 105.43 100.00 +. 

56. 18 2210 01 110 13 04 28~.50 163.16 117.34 41.83 

57. 18 2210 03 110 01 OJ 527.12 457.46 69.66 13.22 

58. 18 2211 00 001 01 OJ 418.30 285.81 132.49 31.67 

59. 19 3452 80 104 04 01 100.00 0.00 100.00 100.00 

60. 19 3452 80 104 06 01 100.00 2.19 97.81 97.81 

61. 19 5452 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 01 375.00 158.01 216.99 57.86 

64. 21 2225 03 283 01 01 175.00 102.72 72.28 41.30 

65. 21 2235 02 101 16 01 270.00 179.08 90.92 33.67 

66. 21 2235 02 IOI 19 01 571.47 459.43 I 12.04 19.60 

67. 21 2235 02 103 07 01 1,035.00 735.00 300.00 28.99 

140 



'iPR\iB+id'@il!t!i A @E?!S!Jm&a+;; Shfii' >Mlfiifhdi $ k 2m i!ii#t R51\f&9 S j)il % 
Appendices 
lji3l~ 

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

68. . 22 24041 00 195 02 01 200.00 0.00 200.00 100.00 

69. 24 2245 02 101 01 . 02 70.00 0.00 • 70.00 . 100.00 

70 .. 24 2401 ' 00 800 06 02 . 100.00 49.99 50.01 50.01 

71. 24 2415 01 277 02 02 551.00 445.98 105.02 19;06 

72. 24 2702 02 001 01 01 488.oo 239.97 248.03 50.82 

73. 25 2403 00 102 .05 01 156.21 98.15 58.06 37.17 

74. 28 2851 00 105 01 01 341.94 267.81 74.13 21.68 

75. 29 2801 05 001 01 01 611.05 392.19 218.86 35.82 

76. 29 2801 05 ooi 02 01 2,890.20 2,424.24 465.96 .16.12 

77. 29. 4801 05 800 09 01. 223.60 '82.06 141.54 63.30 

78. 29 4801 05 800 12 01 500.00 377.00 123.00 24.60 

79. 30 5051 02 200 01 01 2,023.60 337.63 1,685.97 83.32 

80. 30 5051 02 200 04 01 374.35 74.75 299.60 80.03 

81. 30 5051 02 800 01 01 1,000.00 0.00 1,000~00 100.00 . 

82. 31 7610 00 201 01 07 150.00 22.70 127~30 84.86 

. 83. .. 31 7610 00 202 02 07 158.00 103.50 54.50 34.49 

84. 32 2225 80 789 01 01 92~00 32.00 60.00 .65.22 

85. 32 3452 01 800 01 01 250.00 98.78 151.22 60.49 

86. 32 4202 01 201 01 01 . ·200.00 . 100.00 100.00 50.00 
, 

87. 32 4202 01 202 01 01 293.84 187.00 106.84 36.36 

88 .. 32 4202 01 202 02 01 165.00 . 74.00 91.00 55.15 
'· 

89. . 32 4202 01 203 01 01 70.00 13.00 57.00 81.43 

90. 32 4202 01 789 01 01· 100.00. 45.00 55.00 55.00 

91. 32 .4202 01 789 01 02 11.00: 1.00 76.00 98.70 

92. 32 4202 01 789 02 01 100.00 14.00 .86.00 86.00 

93. 32 '4202 01 789 03 01 1.00.00 20.00 80.00 80.00 

94. 32 4202 01 800 01 02 100.00 30.00 70.00 .70.00 .. 

95. 32 4202 03 800 01 ·03 490.00 155.00 335.00 68.37 

96. 32 4202 03 800 01 04 _250.00 97;99 152.0 l 60.80 

97. 32 4202 03 800 02 02 2.00.00 50.00 150.00 75.00 

98. 32 4210 j 01 110 01 01 250.00 99.19 150.81 60.32 

99. 32 4210 01 110 02 01 2096.40 1074.83 1021.57 48.73 

100. 32 4220 60 101 01 01 99.00 0.00 99.00 100 .. 00 

. 101. 32 5452 01 800 01 04 371.48 .· 0.00 371.48 100.00 

102. 32 5452 01 800 02 01 200.00 123.00 77.00 38.50 

Total 81,115.45 20,923.92 60,191.53 
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Appendix - 2,3 
(Reference: ·Paragraph 2.3.3; Page 33) 

! 4 ¥LiP6ift ~i " 

Cases where expen.cHture exceeded approved provision by Rs 50 lakh or more and also 
by more than 10 per cent of tofall provision · 

ffi.uoees in lakh 

-Serial Grant Total Provision 

Number number Head of Account (Original+ Expenditure Excess 
Supplementary) 

(1) (2) (3) (4) (5) (6) 
. l. 06 2029 00 101 01 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 

.. ·_:4. 06 2029 00 102 01 01 111.30 168.24. 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 

7. 06 2245 02 101 01 01 17.44 86.36 68.92 

8. 06 2245 02 101 01 04 3.00 331.42 328.42 
; 

9. . 09 2052 00 090 01 01 540.00 608.27 68.27 

10. 10 2216 80 800 05 04 52.00 140.00 88.00 

11. 10 22 05 800 01 01 45.00 145.00 100.00 
. ' 

12. 10 2217 05 800 02 01 340.00 428.31 88.31 

13. 10 2217 80 001 02 
r 

01 87.67 264.19 176.52 

14. 10 2217 80 191 01 04 10.00 . 87.36 77.36 

.15. 10 3054 04 337 01 QI 75.00 131.00 56.00 

16. 10 3054 04 800 02 01 350.00 412.32 62.32 

17. 12 2055 00 001 01 01 387.50 550.02 162.52 

18. 12 2055' 00 115 03 01 10.00 200.46 190.46 

19. 16 2215 01 101 01 04 220.00. 300.00 80.00 

20. 16 2215 01 '102 05 Ol 155.00 235.12 80.12 

21. 16 2215 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 03 337 01 01 194.16 272.39 78.23 

24. 16 3054 04 789 01 04 55.00 125.00 70.00 

25. 16 4059 01 001 01 01 1,042.93 1,265.93 223.00 

26. 16 4059 01 051 01 01 166;72 310.39 "143.67 

27. 16 4059 01 051 01 04 1.00 100.00 99.00 

28. 16 4059 01 051 05 01 200.00 325.00 125.00 .. 

29. 16 4215 01 101 01 ! 02 100.00 202.00 102.00 
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(1) (2) (3) (4) (5) (6) 

30. 16 4215! 01 101 i 02 03 60.00 668.10 608.10 

31. 16 4215 01 102 01 01 200.00 598.20 398.20 
.. 

32. 16 4215 02 001 01 01 800.33 1,080.96 280.63 

33 .. ; .. , ,·:f 16 4711 03 103 01 01 100.00 273.44 173.44 
... -.. 

. 34. 16 4711 03 800 02 01 60.00 198.31 138.31 

.· 35. 16 4711 03 800 03 04 500.00 800.00 300.00 

: 36. 16 5054 03 337 01 01 450.00 518.08 68.08 

. 37. 16 5054 04 800 01 01 850.63 1,065.49 214.86 

38. 17 2202 03 107 04 07 835.00 . 1,470.36 635.36 

39. 17 2203 00 789 02 01 . 205.00 300.00 95.00 

. 40. 19 3452 80 104 07 01 195.29 278.59 83.30 

41. 21 2225 01 277 13 01 85.00 232.31 147.31 

. 42. 21 2225 03 190 02 01 125.00 185.00 60.00 

43. 21 2235 02 104 03 01 1,839.25 2,363.32 . 524.07 

44. ·21 2235 02 789 17 01 160.00 236.34 . 76.34 

45. 24 2401 00 789 03 01 10.00 82.00 72.00 

46. 24 2435 01 101 02 01 ·.172.00 601.21 429.21 . 

47. 25 2403 00 789 02 01 40.00 109.74 69.74 

48. 28 2851 00 003 01 01 121.59 181.48 59.89 
-

49. 29 2801 05 800 01 02 8,500.00 9,473.77 973.77 

50. 29 2801 05 800 04 01 . 471.00 868.78 397.78 

51. 29 4801 05 800 06 01 186.90 260.38 73.48 

52. 29 4801 05 800 13 01 400.10 561.00 160.90 

53. 32 2225 80 800 01 04 5.00 93.39 . 88.39 

54. 32 4055 00 211 01 04 10.00 85.00 75.00 

55. . 32· 4055 00 211 01 01 164.00 . 442.45 278.45 

56. 32 4202 01 202 02 03 -30.00 140.00 110.00 

57. 32 4225 01 277 01 01 
.. 

0.01 81.90 81.89 

58. 32 4250 00 201 01 01 52.00 102.50 50.50 

Total 21,921.11 34,967.29 n,0416.rn 
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Seriall Gll'a11t 
111umlber 1rnmber 

1 17 

2 18 

3 24 

4 25 

5 25 

. 0: Oll"iginal 

Appendix - 2.4 
(Reference: Pairag:raph 2.3.4; Page 33) 

Unnecessary re-app:rop:ria,ti.on of funds 

Amount 

Head of Account 0 s re-
appro-
priated 

2202.02. 789(02)(01) . 47.52 12.76 0.07 

2210.06.101(18)(01) 6.30 0.00 2.77 

2401.00.109(05)(01) 10.00 0.00 6.00 

2403.00.102(03)(01) 131.56 0.00 3.68 

2403 .00.800(02)(02) 15.00 . 0.00 l.80 

TotaD 210.38 12.76 14.32 

S: Supplementary 

Appendix - 2.5 
(Reference: Paragraph 2.3.5; Page 33) 

Totall 

60.35 

9.07 

16.00 

135.24 

16.80 

237.46 

Savings of more than Rs JO llakh no1t surrendered 

ff· 

(Rupees fin iakh) 

Actual 
Expendli-

Excess(+) I 
Savings(-) 

tu re 

57.70 -2.65 

2.90 -6.17 

0.00 -16.00 

131.11 -4.13 

13.74 -3.06 

205.45 -32.0l 

(Rll!pees inn Yalklii) 

Serial Grant Description Actua» Savings 
Amomrnt Amou1mt not 

Number Number S umrem!! ere di S111rll"endlell"ed! 

Revemm.e - Voted 

1 16 Public Works 42.12 Nil 42.12 

2 17 Education 216.00 Nil 216.00 

3 18 Medical 83.53 Nil 83.53 

4 21 ~ocial Welfare 133.62 . Nil. 133.62 

5 25 Animal Husbandry 60.00 Nil 60.00 

Capital = Voted 

6. 16 Public Works 24,324.42 24,145.13 179.29 

7 32 Building Programmes 1481.17 1,206.13 275;04 

Total 26,340.86 25,351.26 989.60 
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Appendix - 3,1 
(RefereiD.ce: Paragraph. 3,1.7.3; Page 45) 

Infrastructure created in Yanam Region dmring 2002-07 

,. 
. : : ~ .. Watel!' Over 

Expendilt!lllre .. 
Treat head Amount .. ~ ·:-... .... 

Sump as of July ment Tank Month of Reasons for sanctioned Locality . 
Plant (in 

(in lakh 
sanction constrnction (Rupees nn 20()7 

. ·(in lalili 
litJres) 

Ilakh) (R.UJPICeS inn 

mid) litres) Ilakh) 

Dariyalathipa 3 December 18.1.00 199.00 2003 Based on the 
water 

December 
· requirement · 

Kanakalapeta . 2 
2003 

for the · 131.00 131.00 
pro.Jected 

February 
. population of 

Yanam Town 4 2018- 254.00 278.70 2004 

February 
Kurusempetta 2.00 2003 32.21 • 35.32 

February Inadequacy of 
Francethipa 2.00 l.00 2003 water in tail 52.70 57.58 

end 
Kurusempt;ta 1.00 March 2003 44.73 46.54 

Gurempetta 2.00 1.00 May2003 53.42 58.75 

YanamTown 3.00 
November To meet the 14.00 15.99 . 2003 increased 

water 
requirement of 

December the Yanarn 
Yanam Town 6.00 2003 Town 42.43 52.17 

Under Progress 

Gopal Nagar . 2.00 1.00 June 2005 60.22 56.32 

Dariyalathipa 4.00 2.00 August 2006 . Inadequacy of 186.00 53.46 
water in tail 

Ambedkar Nagar 2.00 1.00 Octob~r 2006 end 98.42 59.71 
. 

Kanakalapeta 2.00 1.00 October 2006 96.00 28.41 

Tota~ 9 22.00 n.oo 1,246.13 l,072.95 

145 



Audit Report for the year ended 31March2007 
**"' !?! 9 ·& dS? m: ¥ I 

Appendix - 3.2 
(Refe:rence: Paragraph 3.2.Jl.; Page 52) 

Details of expendituue incur.ired on various schemes 
<Rupees in lakh) 

Expenditure 2001-07 
Serftai Nameofthe 

Objective of the scheme 
UT Funds 

GOI number scheme Non-
PJan Plan 

Funds 

(1) (2) . (3) (4) (5) (6) 
I. 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 
economic constraints 

2. Book bank To purchase and distribute text -- -- 1.38 
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 assistance to 53A2 -- 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 -- 392.52 
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 hostel-s 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 7.72 -- --

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 · 533.90 1,611.42 --

maintenance of facilities to the SC students in ' 

hostels pursuance of their education and to 
dissuade dropping ofedllcation· at 
school and college level, hostel 
facilities are provided 

8. Pre-matric Elementary and secondary level of 160.09 571.04 ~~ 

scholarship education continuously without 
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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(I) (2) (3) (4) (5) (6) 
10. Reimbursement Reimbursement of tuition and other 29.14 -- --

of tuition fees to fees .to deserving degree/post 
students graduate and other professional 
undergoing courses to SC stude.1_1~s to pursue 
professional their further studies 
coudes ;'- ·~: ; ; : 

11. Retention Award of retention scholarship to -- 175.63 --
scholarship to encourage SC girl students to 
girl children undertake primary education and 

continue studies without drop out 
12. Ad-hoc merit Award of ad-hoc merit grant to SC -- 5.19 --

grant to SC stildents who secured 65 per cent or 
student studying more in matriculation/ SSLC Board 
in High School . of examinations 

. . 

and Higher 
Secondary 
School 

13. Grant of To supply two sets of dress· materials -- 103.24 --
-f. uniforms to to the inmates. of hostels 

inmates of 
hostels . . ' 

14. Dr.·Ambedkar. Award is granted to-top ranking one -- 3.04 --
Memorial SC boy and one SC girl student of 
Scheme . each region 

15. Stipend to To give financial support to SC . -- 10.69 --
trainees in TTI candidates/trainees who are 

undergoing training in Technical 
Training Institute 

Total Expenditure ' 2,248.91 2,826.74 817.13 

5,075.65 817.13 
.. 

50.76 crore 8.17 crore 

58.93 crore 

• ..J.-

147 



Audit Report for the year ended 31 March 2007 
e ::citi ws ,,.,"* .smnn ""'"''Ml!'libAri 

Append.ix- 4.1 
(Reference: Paragraph 4.3.1; Page 81) 

Department-wise pendency of Action Taken Notes 

Serial 
Number of 

number 
Department recommendations Year of Audit Report 

pending 

(1) (2) (3) (4) 

1. Adi-dravidar Welfare 11 1977-78, 1992-93, 1994-95 and 
1999-2000 

' 

2. Agriculture 25 1995-96 to 1999-2000 

3. Animal Husbandry 22 . 1992-93 and 1998-99 

4. Civil Supplies 11 1998-99 

5. Cqmmercial Taxes 4 1995-96, 1997-98, 1999-2000 
and 2001-02 

6. Community Development 3 1992-93, 1996-97 and 1997-98 

7. Co-operation 7 1994-95, 1998-99, 1999-2000 
and 2000-01 

8. Directorate of Accounts and l 2000-01 · 
Treasuries (Finance Department) 

9. Education 28 1992-93, 1994-95 and 1996-97 
. to 2001-02 

10. Election 1 . 1998-99 

11.· Electricity 18 1996-97 to 2000:.01 

12 .. Excise 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 Administration 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 8 1997-98 

24. Port 2 1989-90 and 1995-96 

25. Public Works 73 1988-89, 1990-91 to 2000-01 

26. Revenue JO 1996-97 to 1998-99 

27. Rural Development 20 1993-94, 1998-99 and 
1999-2000 

28. Science, Technology and 10 1999-2000 and 2000-0 l 
Environment 

29. Social Welfare 5 1996-97, 1997-98, 1999-2000 
and 2000-0 1 

30. Stationery and Printing 2 1996-97 and 1997-98 

31. Tourism 2 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 I 1997-98 

35. Women and Child Development 2 1996-97 and 1998-99 

36. General ' 8 2000-0 I and 2001-02 

Total 452 
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App en 
(Reference : Paragra phs 7.3 and 

Statement showing pa rticulars of up-to-date paid-up ca pital, budgetary outgo, loa ns given out 

Paid-up capital e' et the end of the current year 
Serial Sector and ::-ilamc of the company (Figures in brackets indicate share application money) 

number 
nlon Territory Central Holding Others Total 
Government Government Companies 

(1) (2) (Ja) (3b) (Jc) (3d) (Jc) 

Agriculture 
I. Puducheny Agro Service and lndustrtes 

Corporation Limited 1,083.28 1,083.28 

2 Pondichcrry Agro Products, Food and 
Civil Supplies Corporation Limited 894.81 5.00 899.81 

Sector-wise total 1,978.09 5.00 t ,983.09 

Industry 

3 Pondichcrry Distilleries Limited 845.00 845.00 

4. Pond1chcrry Industrial Promotion 
Development and Investment 3.186 21 854.00 4,040.21 ) -
Corporation Limited (PIPDIC) (5,870 00) (5,870.00) 

Sector-" isc total 4,031.21 854.00 4,885.21 
(5,870.00) (5,870.00) 

Electronics 

5. Pondichcrry Electronics Limited 
(Subsidiary of 
PLPDIC) 9.65 9.65 

Sector-wise total 9.65 9.65 

Textiles 

6. Pondichcrry Textiles Corporation 
Limited 24,700.64 24,700.64 

7. Swadeshcc-Bhanuhcc Textiles Mills 
Limited 894.50 894.50 

Sector-wiu total 25,595.14 25,595.14 

Etooomically Weaker Section 

8. Pondichcrry Adi-dravidar Development 
Corporation Limited 323.24 167.77 491.01 

9. Pondicherry Corporation for 
Development of Women and 
Handicapped Persons Limited 324.12 324.12 

10. Puducheny Backward Classes & 
Minorities Development Corporation 
Limited 232.65 232.65 

Sector-wise total 880.01 167.77 1,047.78 

Tourism 

11. Pondichcrry 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. Puducheny Power Corporation Limited 13,304.42 13,304.42 
Sedor-wise total lJ,304.42 JJ.304.42 

Grand Total 49,498.76. 167.77 9.65 859.00 50,535.18 
(5,870.00) (5,870.00) 

Nole: E1cepc In mprtl or h>o companiu whkh Onallsed chtlr arco11nu ror 1006-07 (serial numben 3 and 10) Ogum are pro\ lslonal and 11 11\cn by che rompults. 
# trr Covem mrnt's lnvellment In PSUs was Ro 554.63 t rore (Othtn: Ro 49.82 <n>re). Fl,urt u ptr FinlDte Accoun11 20%-07 ls Ro 569.0S t rort. The dlll'trtnu ls 

u1dtr rtcoacfUation. 
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dlix- 7,1 
7.41; Pages J.04 and! 1l.05) 
of llmdget and ioaims ol!lltstandftng as on 3! Mal!"cll! 201()7 il!ll l!"espect of Govemment Compallllftes 

!Equity/loans receivedl out of the 

llmdlget during the year 

. !Equity 

(4a) 

150.00 

85.00 

235.00 

(5,660.00) 

(S,660.011) 

1,700.00 

594.50 

2,294.50 

103.00 

31.00 

. U4.00 

200.00 

200.00 

217.00 

217.00 

3,080.SO . 
. 5,660.00 

lLoans 

(4b) 

Otlner loans received 

dl111ring the year 

(4c) 

3.65 

60.02 

63.67 

63.67 

1 llllires nll11 cofillllmllll 3 a fo 4 a!l'e Iri.ll ees filll\ Ralklh\ 

lLoanns outstamliing at tine cllose of 
' . Aft 

lU'f Govt. · 

(4d) 

93.50 

93.511 

--

2()06-07 

Others 

(4e) 

3,554.98 

3,554.98 

50.35 

341.37 

39U.'72 

3,946.70 

·Total 

(4f) 

93.50 

93.50 

3,554.98 

3,554.98 

50.35 

341.37 

.391.72 

4,040.20 

J[)ell>t eq11ity raltio 

for 2006-07 
(JI>revious year) 

(4f / 3e) 

(5) 

0.10:1 

0.04:1 

3.97:1 

ll.n4:U 

0.1:1(0.93:1) 

1.47:1(1.59:1) 

0.37:1(1l.75:U) 

0.07:1 (O.Ol:U) 

* * Loans 011tstand!ng at the cllose of 2006-07 represent llong-term Roans only. 

151 



Audit Report for the year ended 3 I March 2007 

Serial 
number 

(1) 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

Stttor and name of the company 

(2) 

Working companies 
AGRICULTURE 

Puducherry Agro Service and Industries 
Corporation Limited 

Pondicherry Agro Products, Food and Civil 
Supplies Corporation Limited 

Sector-wise total 
INDUSTRY 
Pondicherry Distilleries Limited 

Pondichcrry Industrial Promotion 
Development and Investment Corporation 
Limited (PIPDIC) 

Sector-wise total 
ELECTRONICS 
Pondicherry Electronics Limited 
(Subsidiary of PIPDIC) 

Sector-wise total 
TEXTILES 
Pondicherry Textiles Corporation Limited 

Swadeshce-Bharathce Textile Mills 
Limited 
Sector-wise total 
ECONOMJCALL Y WEAKER 
SECTION 
Pondicherry Adi-dravidar Development 
Corporation Limited 
Pondicherry Corporation for Development 
of Women and Handicapped Persons 
Limited 
Puducherry Backward Classes and 
Minorities Development Corporation 
Limited 
Sector-wise total 
TOURISM 
Pondicherry Tourism Development 
Corporation Limited 

Sector-wlK total 
TRANSPORT 
Pondichcrry Road Transport Corporation 
Limited 
Sector-wise total 
POWER 
Puducherry Power Corporation Limited 
Sector-wise total 
Grand Total 

Appen 
(Reference: Paragraphs 7.5, 7.6, 

Summarised financial results of Government Companies 

Year In Net 
Name or Date or Period of which Profit I 

Department Incorporation accounts accounts 
finalised 

Loss(-) 

(3) (4) (S) (6) (7) 

Agriculture 26 March 1986 2005-06 2006-07 18.60 

Civil Supplies 27 September 2003-04 2006-07 40.39 
and Consumer 1990 

Affairs 
58.99 

Industries 8 December 2006-07 2007-08 405.52 
1971 

Industries 17 April 1974 2005-06 2006-07 472.82 

878.34 

Industries 7 December 2005-06 200&-07 (-) 2.88 
1982 

(-) 2.88 

Industries 25 November 2005-06 2006-07 (·) 2,618.41 
1985 

Industries 4 July 2005 2005-06 2006-07 (-) 563.23 

(-) 3,181.64 

Welfare 26 September 2004-05 2006-07 (-) 98.26 
1986 

Welfare 31March 1993 2003-04 2006-07 .. 

Welfare 3 I March 1999 2006-07 2007-08 .. 

(-) 98.26 

Tourism I April 2005 First account not finalised .. 

.. 

Tourism 19 February 2003-04 2006-07 {-) 65.01 
1986 

(-) 65.01 

Electricity 30 March 1993 2005-06 2006-07 890.SO 
890.50 

(·) 1,519.96 
C1plt1l mi ployed represents net flied 1uets (Including cap1t1I work-1n-proiress) PLUS workin& cap1lll n cept 1n case or finance companies, where 
the capital employed is worked out as 1 mean or •&encate of the opening 1tnd closinc b1l1nces of paid-up capilll, free reserves, bonds, deposits ind 
borro1tinp (includln11 refi n.u1u). 
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dix- 7.2 · 
and 7 .9; Pages 105, 106 and 108) 
for the latest year foll' which accounts were finalised 

. (Figures an columns 7 to 12 amll 15 are rumees dn Ilalklln) 

Net impact Paid~up Accumulated Capital 
· · Total return · Percentage of total Arrears of 

1'umn- Man-of Audit on capital. return on capital accounts in terms 
comments 

capital Profi ti Loss(-) employed* 
employed . employed · of years over power 

(8) (9) (10) (11) (12) (13) (14) (15) (16) 

: 

.. 1,003.28 .272.14 1,405.78 18.60 1.32 1 4,901.28 393 

.. 649:81 (-) 723.08 129.89 73.74 56.77 3 8,935.00 295 

... 1,653.09 (-) 450.94 1,535.67 92.34 6.01 ... .. . . 

.. 845.00 1,624.66 2,467.86 405.52 16.43 .. 2,350.67 ll3 

.. 5,340.21 2,750.33 10,056.05 . 473.06 4.70 I 873.96 144 

... 6,185.21 4,374.99 12,523.91 878.58 7.112 .. .. . . 
.. 9.65 22.51 32.41 (-) 2.88 .. 1 .. 10 

.. 9.65 22.51 32.41 (-) 2.88. .. .. . . . .. 
Loss 

increased 23,000.64 (-) 24,873.00 14,148.99 (-) 2,284.02 1 7,000.00 . 3,012 
byRs2.90 

.. 
crore 

.. 300.00 (-) 563.23 3,285.90 . (-) 563.23 .. I 1,627.30 702 

.. 23,300.64 . (-) 25,436.23 17,434.89 (-) 2,847.25 .. . . .. . . 

.. 311.38 (-) 384.85 289.16 (-) 79.82 . .. 2 .. 61 

.. "275.08 •*· 455.08 .. 3 798.45 .. .. 

.. 232.65 ** 943.18 .. .. 13 .. .. 

.. 819.11 . (-) 384.85 l,687.42 (-) 79.82 .. .. .. . . 

.. .. .. .. .. .. 2· 462.00 265 

.. .. .. .. .. .. .. .. .. 
., 

.. 2,310.73 1,996.16 585.73 H65:01 .. 3 1,990.62 463 

.. 2,310.73 1,996.16 585.73 (-) 65.01 .. .. .. . . 

.. 13,304.42 5,404.75 19,283.28 890.50 4.62. I. 5,392.00 128 

.. 13,304.42 5,404.75 19,283.28 890.50 4.62 .. .. .. 

.. 47,582.85. (-) 14,473.61 53,083.31 (-) t ,133;54 .. .. .. 
** Entire loss 1s reimbursed by the Government. "mcludes a share advance of Rs 37.68 lakh; 

The particulars given in the Cols. 15 and 16 are furnished by the Company for the year 2006-07 and are provisional except SL No. 3. 
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Appen.dlix - 7.3 
(Refe:irence : Par2g1nnph 7.4; .Page 105) 

Sfatemellllt showillllg subsftdy received, gmn!l";imtees received, waiver ®f dues, loans @l!ll which 
ll!llq])ll."attorium alllowecll and! lloans converted iinto equity clhrnrillllg the yeal!" and subsidy rreceivablie 

and! guiairantees mlitsfand!D.l!llg at the end o:lf March 2007 . 

{Rllllpees in lakh) 

Pondicherry Pondicherry · · IPuducherry 
Pondicherry 

l'ondicherry Adi- Ilndustrial Agro Products, 
dravidar 

Corporation for Backward Classes 
l'romotion Name of the working Food and Civil 

Development Development ol ancl Minorities 
Development and Total company Supplies Women and Development 

Corporation Corporation 
Handicapped Corporation Investment 

Limited Corporation Limited Persons Limited Limited 
LimitCd 

(l) (2) (3) (4) (5) (6) 

Subsfid!y/GJraimts irecefivecll dlmrnllllg tllne yeaJr 

Union Grants 194.62 99.00 784.00 215.52 510.89 l,804.03 
Territory 

Subsidy 3.86 490.00 -- 493.86 --- ---
Central Grants 15.06 --- 123.97 --- 1,127.51 1,266.54 
Govern-
ment Subsidy -- 21.80 --- --- -- 21.80 

Others --- --- --- --- --- --
Giralllts 209.68 99.00 907.97 215.52 1,638.40 3,070.57 

'll'oltal 
Subsidy 3.86 5U.80 --- - - 515.66 

G1llluantees received! d!mrfillllg tllne yea Jr and! outstirnd!ing at tllne end of the year 

Cash credit from --- --- --- --- --- ---
banks 
Loans from other --- (2.80) --- --- -- (2.80) 
sources 
Letter of credit --- --- -- --- -- ---
opened by bank in 
respect of imports 
Payment obligation --- --- --- --- -- ---
under agreement 
with foreign 
consultants 

1I'otan --- (2.80) - - -· (2.811) 

Wa!vell" of dlll!es durnIDtg the yea!!" 
Loans repayment - - - - - --
written off 
Interest waived - --- --- --- - --
Penal interest - -- --- --- --- --
waived 

Totall --- - - -- - -
Loans on which - --- --- -- -- -
moratorium allowed 

Loans converted --- -- --- -- --- --
into equity during 
the year 

Ffigumes hn bJraclkets nml\icate guaralllltees mntstallllcllillllg at the end! of the yea!l" 

Note: Except firm respect of a compa11ny wllnicl!n ·fi.mnlised! its accoull!1lts for 2006-07 (col1llmn 4), figures are 
Jlllrovisiollllall H<ll as givellll lbiy tllne compirnnes 
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Appeimdlnx. - 7.4 
(Re:fierel!llce ~ Pauragrnpln 7.H; Page HD9) · 

Statement §lblowillllg the departm.e~t-wfae outtsfaimdnlll\g lllllspectl:fol!ll Reports (IRs) 

§eriall Number 
NUllmll>erof Nunmlber. of Year from wltlificlln 

l!lllllmber 
Name of Departmelllllt 

of l?§lUs 
· 0UJ11tstamllillllg mn1ts1tamdlfillllg )]Jairagra)]Jlhls · 

... .:ms Jlllllll'lllgJrn]plJlnS Ollllb1tanullllimg. 

I. Agricuiture l 4 19 2002-03 

2. Industries· 4 10 40 2001-02 

3 Welfare 3 10 39 2000-01 

4. Transport 1 2 17 2001-04 

5 Tourism 1 1 4 2005-06 

6. Electricity 1 ·I 14 .·. ·2005-06 

TOTAL H 28 ]33 

.:.le· 
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Appelllldh - 7,5 · 
(Reference: Paragr2iph 7.12.6; Page H3) 

Fmancnai positfol!l! of Pondkll:nerry !lllldllHstrial Pll"~motfon. Devefopment and investment 
Cmrporatiollll Limited foll" the :!five yeairs endmg 31 March 2007 

"*' 

mu10ees hn lalkh 

2002-03 2003.:04 2004-05 2005-06 2006-07° 

UABJIJLITITE§ 

(a) Paid-up capital (including 4,468.21 4,118.21 4,240.21 5,340.21 10,910.21 
advance for shares) 

(b) Reserves and surplus 3,534.14 4,882.53 5;059.20 5,468.16 5,837.97 

(c) Borrowings: 

Short term and long term 8.96 6.22 3.51 0.80 NIL 

(d) Trade dues and other liabilities 1,356.72 1,455.54 1,313.72 1,078.98 1,162.10 
(including provisions) 

TOTAL 9,368.03 ll0,462.50 rn,6n6.64 lll,888.llS ll7,9ll0.28 

ASSET§ 

(a) Gross block 1,016.21 1,005.41 1,260.40 833.17 837.20 

(b) Less: Depreciation 331.78 355.02 385.82 327.29 352.83 

(c) Net fixed assets 684.43 650.39 874.58 505.88 484.37 

(d) Capital works-in-progress 782.79 874.43 947.:S4 949.38 1,038.76 

(e) Investment 26.79 26.79 23.39 28.39 23.39 

(t) Current assets 7,874.02 8,910.89 8,771.13 . . 10,404.50 16,363.76 

TOTAJL 9,368.03 ll0,462.50 rn,616.64 1 ll,888.US n7,9Hll.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 

N~ ~ 

L Capntan emJPIIloyed represellll1ts 1tllne meallll of aggregate of opelllnng al!llcll dosing lballam:e of paid-up 
icapd1taB, reserves amll lborrowfings. 

2. Net wortlhl represellll1ts paidl-n.1p capfitall plllllls reserves less Ilirntallllgilbille assets. 
111 IP1rovnsnom11Il 

156 



-l 

Appendices 
"?a"iii\1ffr¥• 9 + •Bi"&W•fi9•ti!W¥S4 PW\·9!f?f?k*ii!il%ffi , 1 Iii• fi! ,, '"iri'E !!ffi&# Pk"• l\d * !ii+: -n~ hifflif!? ·§"HWk>w.~ b *·?\! · r 'if Y" •,,p ~ :J,;es; •· ··-s P, .... ..,:n, "'" 0 9# .,._.,..,§51 

(<?-) 

(b) 

(c) 

(d) 

(a) 

(b) 

(c) 

(d) 

(e) 

AppeJmdix -7.6 
(Reference~ Pmragrap!ht 7.12.6; Page 1B) 

Working resuJts of Pomlhicherry Inclu.strnal Promotion Devel!Gpment and Xllllvest!:meimt 
CoirpoJratiion Limited for tllne five yeall"s endiimg 31 March 2007 

(R.u pees nllll Ilalklbt) 

2002-03 2003-04 20041-05 2005-06 .•. 2006-07• 

INCOME 

Interest on term loans 653.81 695.83 634.55 521.81 474.00 

Interest on deposits with banks and 206.35. 225.50 220.19 220.48 . 260.86 
co-operative society 

Rent including hire purchase and 
lease · · ·· 

60.49 67.41 . 56.65 112.76 308.60 

Other income 75.80 86.09 73.96 442.41 ** . 60.80 

TOTAL 996.4§ 1,0741.83 985.35 li,297.416 l,!041.26 

EXPENDITURE 

Interest 2.59 .0.73 0.69 0.24 0.12 

Administrative and other expenses. 306.69 363.45 594.23 514.78 427.62 

Maintenance charges for industrial 14.94 21:21 53.38 19.63 29.35 
estates.· 

Depreciation 42.69 . 40.58 37.38 28.14 25.55. 

Provision for doubtful debts · 19.39 16.44 32.82 . 57.08 43.05 
including investments and bad debts 
. written off 

TOTAL 386.30 4142.41 718.50 61l9.87 525.69 

Profit (+)/Loss(-) 610.15 632.42 266.85 677.59 578.57 

Tax provision/payments 182.82 179;63 101.07 255J8 181.00 

Profit after tax _ 427.33 452.79 .165.78 . 422.41 397.57 

* Provisional 
** The abnormal increase in tlie other income during 2005-06 was mainlly due to accouiintnng of tlhle 

premium lease income of Rs 5.62 crore relating to title earlier years on accollllnt of chamige nn tlhle 
accounting policy during the year · 
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Appendix - 7. 7 
(RefeJrence: Paragiraph 7.12.7; .Page :U.3) 

Sounirces and uses of funds 

2002-113 2003-04 2004-05 2005-06 2006-07" 

"' = .. "' = .. "' = .... = "' tl e e e ~ e ... 
«I ~ 

... = '.Cl 
... = ·.i:; ... 

~ 
... = ~ ~ ~ !>II ~ 

"O s "O e Ol 'g ' ,fl <U "O = Ol "O .a ·;:;: .. "> ·;: .... ·;: = ... = ... ... = ... = ... 
i:Q < ... ~ < ... g:i < ... i:Q < .. i:Q < ~ ~ ~ Q 

{RllJllees in (per .(R11pees in (per (Rupees in (per (Rupees in (per (Rupees in lakh) 
lakh) cent) Ilakln) cent) lakh) cent)· lakh) cent) 

.SOURCE 

Opening cash 
2,593 2,593 -- 2,994 2,995 - 3,806 3,806 -- 3,806 3,692 - 3;100 balance 

Increase in 
377 250 33,69 250 100 60 300 22 92,67 300 1,100 

share capital -- --

Grants from 
285 15 250 400 111 72.25 .400 100 5,850 

GOl/GOP - -- -- ---
Recovery of 
(i) Principal · 1,100 1,145 -- 1,150 1,418 --- 1,200 1,150 ~.17 1,200 1,201 -- 1,300 

(ii) Interest 700 . 654 6.57 750 696 7.2 700 635 9.29 700 521 25.57 700 

Receipts from 
area 80 92 - 87 108 -- 123 73 40.65 123 151 -- 183 
development 

lntereston 
deposit with 

170 206 -- 205 225 -- 220 195 11.36 220 193 12.27 250 
banks and 
dividend " 

Other cash 
65 32 50.77 54 79 103 108 -- 103 147 - 145 

inflow --
'l!'OTAJL 5,085 5,257 5,505 5,871 6,852 6,100 6,852 7,005 n2,128 

1USES 

Term loans 1,200 1,385 - 1,200 1,260 - 1,350 l,17i 12.81 1,350 1,311 '2.89 900 

Area 
1,720 334 80.58 1,571 85 94.59 2,149 360 83.25 2,149 41 98.09 515 

development 
Administrative 

323 312 429 332 350 571 63,14 350 497 42 585 -- --expenses 
Repayments of 
loans and 27 26 -- 12 4 --- 3 3 --- 3. 3 -- 2 

interest 

SEZ - -- -- --- -- -- 500 14 97.20 500 1,034 --- 5,750 

Others 398 205 -- 245 384 56.73 277 283 -- 277 281 -- 183 

Investment in 
100 -- 100 50 -- 100 -- - - -- -- --. -shares 

VCF/HF loans 375 - 100 100 - 100 - -- - -- - -- -
Leasing/hire 

50 - 100 50 -- 100 
purcha5e - - -- - - -- --
Closing cash 

892 2,995 - 1,848 3,806 -balance 
2,223 3,692 - 2,223 3,838 - 4,193 

TOTAL 5,085 5,257 5,505 5,871 6,852 6,100 6,852 7,005 12,128 

Note : Only those devftations which refllect the negative performance of the Company are shown 
Sources and Uses are worked mllt oim actuaB receipt and paymeimt blilsns 

Pmvisiona~ 
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3,838 
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1,734 

474 

270 

58 

200 

1:2,144 

683 

90 

410 

I 

5,763 

450 

-
200 

--
4,547 

12,144 

= 0 
,".;; 

Ol ·;:;: ... 
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(per 
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--

4.79 

---
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Appelllldix """'" i .8 · 

(Reference : Paragnph 7~12.15; Page Jl20) 

Cases of sanction defects as 01i3l March 2007 

ffiunJPees ftl!ll llallm) 

Sel!"naR NameoHllne Yea!I" of Amollllllllt .· Ovel!"d!mes · Reasmus !for. l!llOl!ll-

llllllllmber urnnt sanncthm dnsll>uuse«l! 
. Prnnncftpall illllterest TotaR .. 

!l"ecovery 

1. Sri Ram Tower February 75.11 75:1.1 168.31 243.42 Failure to appraise 
Tech 1998 the project . 

independently 

2. Jayaprakash March 200.00 144.00 30:00 174.00 Sa11ction of loan 
Co-operative 2005 when the unit was 

· Spinning Mills incurring losses 

3. Subha Organics March 36.00 26.88 16.71 43.59 Improper project 
2001 appraisal especially 

with reference to tie 
up arrangements for 
raw.material and 
marketing 

4. Muthuramalillgam September 29.04' 26.97 21.22 48.19 failure to ensure 
Modem Rice Mill 1995 adequacy of working 

capital and 
availability ofraw 
material 

5. Murugan January 13.10 ' . 8.10 6.55 14.65 Failure to ensure 
Modem Rice· '2000 arrangement of 
Mill adequate working 

capital and raw 
material 

6. RPM Retreads February 16.50 14.47 9.42 23.89 Poor appraisal of the 
1999 commercial viability 

'. ~.··., 
"%' 

of the project by the 
Company 

TOTAL 369.75 295.53 252.2] 547.74 

( >,. 
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Appendix - 7.9 
(Reference: Paragraph 7.12.17; Page 121)-

Cases of foHow-up faHmre as ~m 31 March 2007 

(Rupees illll lakh) 

Serial Year of Amoun't Over<llues 
number Name ofthe unit 

sanction <lisb11rse<ll Reasons for non-recovery 
IPrincipai llnterest Total 

I. Babu Modem Rice December 15.50 15.50 17.26 32.76 
Mill 1994 

October 20.73 20.73 
Ineffective follow-up 

45.64 66.37 
1998 

2. · Rebarzaar Medi September 94.93 94.93 316.76 411.69 Failure to seize the assets in spite of 
Plastic 1997 repeated dishonour of cheques 

3. Regma Ceramics April 2002 200.00 140.00 NIL 140.00 Poor monitoring and follow up and 
failure to liquidate the security at the 
right time 

4. Sree Krishna Modem July2000 21.88 21.63 15.77 37.40 Failure to take action under Sec.29 of 
Rice Mill SFC Act 

5. Mercy Tex Knit June 1993 41.70 26.84 81.77 108.61 Inordinate delay in taking possession 
Private Limited of assets. Assets taken over only after 

seven years since the first default 

6. Priya Ceramics August 79.17 11.63 84.20 95.83 Improper monitoring and follow up 
1995 resulting in non-comnieiicement of 

project till the assets were taken over 

7. Sun Moon Granites March 26.58 9.06 35.70 44.76 Abnormal delay in takeover of assets 
1992 under SFC Act 

8. Amrutha Foods July 2003 97.85 18.60 27.47 46.07 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 9.37 20.07 Ineffective follow up 

12. Ganapathy Polished February 13.92 11.79 3.49 15.28 Ineffective 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 

1!'0TAJL 701.98 4!0.63 667.99 l,078.62 


