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Govemment commercral enterprises,‘ the accounts of which are subject to
audit by. the Comptroller and Audltor General of India, fall under ‘the
followmg categones

0 ,

@

iy
N i)

and Statutory corporations including Tamil Nadu Electricity Board and has

- been prepared for submission to the Government of Tamil Nadu under Section . o

l
Govemment companies,- oo

Statutory corporations, and

Departmentally managed comr‘nercial undertakings.

1.’

. This report deals with the: results of audlt of Govemment companies . -

19-A of the Comptroller and Auditor General’s (CAG) (Duties, Powers and
“Conditions of Service) Act, 1971, as amended from time to time. The results

of audit relatmg to departmentally imanaged commercial undertakings are .

included in the Report of the Comptroller and Auditor General of :

" India (C1v1l) Government of Tamll Nadu

3.. :

|

Audit of the accounts' of Goévemment companies is- conducted by

Comptroller and Auditor General of Indla under the prov1s10ns of' Sectlon 619
of the Compames Act, 1956 !

4

i

In respect of Tatnil'Nadu Electricity Board, which is a Statutory . -

corporation, the- Comptroller and Audltor General of India is the sole auditor.
" In respect of Tamil Nadu Warehousmg Corporation, he has the right to-"
conduct the audit of their accounts in.addition to the audit conducted by the

Chartered Accountants appointed by the State Government in consultation. =~ -

with the CAG. - In respect of Tamil Nadu Electricity. Regulatory Commission,
the CAG is the sole auditor. . The Audit Reports on the annual accounts of
these corporatnons/commrssron -are ‘forwarded separately to the State -
Government.

- 5

The cases mentioned in this Report are those, which came to notice in

the course of audit during 2004-05° as“w’ell as those which came to notice in -
earlier years but were not dealt with in the previous reports. Matters relating

~to ‘the period- subsequent to 2004~ 05 have also been mcluded wherever
"necessary S |

2222






As on 31 March 2005, the State had 68 Public Sector Undertakings (PSUs)
comprising 66 Government companies and two Statutory corporations (both
working). The State had the same number of Government companies and
Statutory corporations as on 31 March 2004. Of 66 companies, 14 companies
were non-working. In addition there were three deemed Government
companies under Section 619-B of the Companies Act, 1956 as on 31 March
2005.

(Paragraphs 1.1 and 1.30)

The total investment in working PSUs increased from Rs.13,581.35 crore as
on 31 March 2004 to Rs.14,092.07 crore as on 31 March 2005. The total
investment in non-working PSUs increased from Rs.84.23 crore to Rs.85.83
crore during the same period.

(Paragraphs 1.2 and 1.15)

The budgetary support in the form of equity, loans, grants and subsidies
disbursed to the working PSUs increased from Rs.1,673.24 crore in 2003-04 to
Rs.2,564.35 crore in 2004-05. The State Government also granted loan of
Rs.4.85 crore to one non-working company during 2004-05. The State
Government guaranteed loans aggregating Rs.499.01 crore during 2004-05.
The total amount of outstanding loans guaranteed by the State Government
decreased from Rs.7,378.89 crore as on 31 March 2004 to Rs.5,892.38 crore
as on 31 March 2005.

(Paragraphs 1.5 and 1.16)

Thirty eight working Government companies have finalised their accounts for
2004-05. The accounts of 14 working Government companies and both the
Statutory corporations were in arrears from one to three years as on
30 September 2005. The accounts of eight non-working companies were in
arrears for periods ranging from one to 13 years as on 30 September 2005.

(Paragraphs 1.6 and 1.18)

According to the latest finalised accounts, 36 working PSUs (35 Government
companies and one Statutory corporation) earned aggregate profit of
Rs.203.46 crore. Out of 38 working Government companies, which finalised
their accounts for 2004-05 by September2005, only six companies declared

ix
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Audit Report (Commercial) for the year ended 31 March 2005

dividend aggregating to Rs.6.12 crore. Seventeen working Government
companies and oné Statutery corporation incurred an aggregate loss of
Rs 1,212.42 crore as per their latest finalised accounts. Of the loss incurring
working Government companies, 13 companies had accumulated losses
aggregating to Rs.1,841.78 crore. which exceeded their aggregate paid-up
capital of Rs 647.94 crore.

(Paragraphs 1.7, 1.8 and 1.9)

Even after completion of 20 to 28 years of their existence, the turnover of four
working Government companies had been less than rupees five crore in each
of the preceding six years as per their latest finalised accounts. Two
companies had been incurring losses for five consecutive years leading to
negative net worth. In view of the poor turnover and continuous losses, the
Government may either improve the performance of these companies or
consider their closure.

(Paragraph 1.28)

Sectoral Review on Operational Performance of Tamil Nadu Sugar
Corporation Limited and Perambalur Sugar Mills Limited

Tamil Nadu Sugar Corporation Limited was formed in October 1974 with the
main objective of setting up of new sugar mills and expansion of existing
sugar mills. Perambalur Sugar Mills Limited was incorporated in July 1976 as
a subsidiary of TASCO. The operational performance of the two sugar mills
was adversely affected due to:

e shortfall in the procurement of sugarcane, which was attributable to
delayed payment of sugarcane procured;

e the Government directive for making payment of the State Advised Price
(which was more than the Statutory Minimum Price fixed by the
Government of India) and transport subsidy cost which resulted in an
additional financial burden of Rs.29.53 crore;

e shortfall in the achievement of budgeted production, low crushing rate and

loss of production hours in excess of the norms which resulted in loss of
contribution of Rs. 16.17 crore.

Consumption of bagasse, steam and power was more than the norms.

The companies were burdened with huge inventory and consequent inventory

carrying cost of Rs.10.39 crore per annum due to non-receipt of release orders
from the Government of India.

(Paragraph 2)




Overview

Sectoral review on Purchase of Wind Energy Power by Tamil Nadu
Electricity Board

Tamil Nadu ranks seventh and third in respect of gross and technical potential
of power generation from wind energy in the country. The Board failed to
carry out balanced development of all the identified potential sites, resulting in
imbalance in the generation and evacuation facilities in some areas. The
recovery of Infrastructure Development Charges from the private wind energy
generators to create/establish/enhance evacuation facilities was not adequate.
Some of the important points noticed in audit are given below:

Audit noticed cases of short recovery of Infrastructure Development Charges
(Rs.77.56 crore); revenue loss (Rs.204.87 crore) due to non-deduction of
transmission and distribution losses; and extra expenditure (Rs.12.96 crore)
due to non-recovery of line losses.

Lack of internal control in adjustment of wind energy generation resulted in
revenue loss of Rs.8.76 crore.

- (Paragraph 3)

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

Unproductive expenditure/extra expenditure/excess payment of Rs.80.95
crore in 11 cases.

(Paragraphs 4.1, 4.3, 4.6, 4.8, 4.10, 4.12,
4.14,4.15,4.16,4.18 and 4.21)

e [Instances of loss of revenue (Rs.19.40 crore) in four cases and undue
benefit (Rs.9.56 crore) in one case.

(Paragraphs 4.2, 4.9, 4.11, 4.13 and 4.17)

o Idle investment of Rs.2.36 crore in one case.

(Paragraph 4.5)

¢ Non-recovery of differential land cost (Rs.2.43 crore) in one case and non-
recovery of short term loan (Rs.1.84 crore) in one case.

(Paragraphs 4.4 and 4.7)
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Audit Report (Commercial) for the year ended 31 March 2005

Gist of some of the important observations is given below:

State Transport Undertakings incurred an extra expenditure of Rs.27.17
crore on Excise Duty and Sales Tax due to failure to negotiate concession with
oil companies.

(Paragraph 4.1)

While entering into lease agreement for lease of Government land,
Electronics Corporation of Tamil Nadu Limited extended undue benefit of
Rs.9.56 crore to a joint venture company.

(Paragraph 4.2)

Inordinate delay by Poompuhar Shipping Corporation Limited in inviting
tenders for dry docking resulted in avoidable extra expenditure of Rs.5.12
crore.

(Paragraph 4.3)

Delay in replacement/non-replacement of reheater coils in Tuticorin Thermal
Power Station of Tamil Nadu Electricity Board resulted in generation loss of
110.96 million units and consequent contribution loss of Rs.13.72 crore.

(Paragraph 4.11)

Failure of Tamil Nadu Electricity Board to invite tenders for issue of bonds
resulted in avoidable extra expenditure of Rs.13.15 crore as interest.

(Paragraph 4.12)

Failure of Tamil Nadu Electricity Board to undertake periodical desiltation
of Pillur Dam resulted in accumulation of silt and consequent generation loss
of 28.04 million units and a contribution loss of Rs.5.10 crore.

(Paragraph 4.13)

Failure of Tamil Nadu Electricity Board to restrict interest pavment to an
Independent Power Producer as per the Power Purchase Agreement terms led
to excess payment of Rs.4.12 crore.

(Paragraph 4.14)

Incorporation of too many companies with similar objectives resulted in
additional administrative cost of Rs.27.93 crore.

(Paragraph 4.21)
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"1 As on 31 March 2005 there were. 66 Government companles (52‘_‘
‘.worklng compames and 14" non- workmg compames) and* two. Statutory- <
- corporations (both workrng) The State had the same number of Govemment_,-j g
‘compames and’ Statutory corporatrons as'on 31 March 2004 ‘The accounts of :

- the Government companies (as deﬁned 1n- Sect1on 617 of the Compames Act; -

1956) are’ audlted by Statutorv Audrtors Who are’ appomted by the: "

| :gComptroller and’ Auditor General of lndxa (CAG) as per provrslons of section.” . '

619 (2) .of the Companles Act, 195 6 These. accounts are -also subJect to SR
'supplementary audlt conducted by the CAG as per pr0v1s1ons of section 619 of: S
the Companies’ Act, 1956: The State Govemment had formed the Tamhil Nadu,.

']Electrlc1ty Regulatory .- Comm1ssron and. s audit+ js entrusted 10- the o w0

_ Comptroller and Auditor: General of Indra under Sect1on 104 (2) of the -
- Electricity Act, 2003 The audlt arrangements of Statutory corporatrons are as S
'.vshown below - 5 o

o "Name’ qt-the "Auth(‘)rity for au‘(llitfby‘ t]he CAG Audi‘t"ar:mngement"
“corporation - | - . X : 1.5, o

- .| Tamil Nadu Electnc1ty Under Rule 14 of the Electnc1tyf .Sole audit by CAG s

_ -,Board I . _(Supply) (Annual Accounts) Rules, |~ .~ = Eo

| oo | 1985 read with Section 185 (2)(d) ot]j -
the. Electncrty Act1 2003 .

Tamil Nadu- - - | Section 31(8) of the State  -." .' ! Audit by Chartered - |

‘Warehousmg - E Warehousrng Corporatrons Act e Accountants and - .
' ‘Supplementary audlt by CAG

Corporation L 1962 o l R

L # - Non-working conrpanies are”. .those ff o

DR llqurdatron/closure merger, etc. y : fol T
A o  Earlier prov1s1on of Sectron 34 (4). of the Electrrmty Regulatory Commrssrons Act
R 1998 was: repealed by the Electncrty {Act 20037 oo ,
CE The: earher ‘provision of Section 69(2) of the Electrrclty (Supply) Act 1948 was;
ST repealed by the Electrlcrty Act 2003 o . e

T3ize—g



' A'u(‘Ii_tv}:R-eéoﬂ (Cémni{;‘:)‘ti(ll) Jorthe year ended 31 March 2005 -

Investment in working PSUs -, -

‘:1 2 As'on 31 March 2005 the total 1nvestment in 54 workm0 PSUS (52 ,
'-Govemment comp"tmes and two Statutory corporatlons) was Rs.14, 092.07% .
__crore (equ1ty ‘Rs.2,261.71 crore long—term loans™: “Rs; Il 830 36 crore) as -
‘against- the - same. number “of ‘working. PSUs wnh a “total ‘investment of
~ Rs.13;581. 35 crore (equity: Rs;2,099.56 crore;. lorr0 term- Ioans Rs.11 481 79
o crore) as on 31 March 2004 “The analy51s of 1nvestmentr1n workm0 PSUs is
_grven in the followmg paragraphs R o SR

SN

The mvestment (equlty and long—term loans) in various sectors and percentaoe
thereof at the end of 31 March 2005 a.nd 31 March 2004 are mdlcqted i the 7
pre charts ' '

R ) State Government’s mvestment in the workmg PSUs was Re 2,631. 41 crore (othem

Rs.11,460.66 crore) Fxgures as per Finance Accounte 2004-05 1s Rs.2,161. 51 crore. .. o

- The drt‘ference is‘'under. reconciliation. . * - - ]
" Long term loans mentroned in Paragraphs 1. 2 1. 3 1 4 1 15 and 1 16 are excludmg,
- . interest accrued and due on such loans. - L :




Chapter-I Overview of Government companies and Statutory corporations

SECTOR-WISE INVESTMENT IN WORKING GOVERNMENT COMPANIES AND
STATUTORY CORPORATIONS

(Figures in brackets indicate percentage)
As at 31 March 2005
Total investment: Rs.14,092.07 crore

854.77 673.61

6.06) . (478) |

i
176.77 \
(1.25)

589.99
T (4.19)

Fog

1202.14
(8.53)

1075:'233 9535.46
{7s2) o ittt HGTGT)
B Power B Infrastructure
O Transport [ Economically weaker section

M Finance B Industry
M Others

As at 31 March 2004
Total investment: Rs.13,581.35 crore

815.91 719.17
(6.01) (5.30)

763.42

5.62
136.03 L

(1.00)

1313.86

(9.67)
678.31 9154.65
(4.99) (67.41)
H Power M Infrastructure
O Transport O Economically weaker section
B Finance B Industry
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ArtlliilRepoﬂ (Cor:tlrrercr'al) fo’r the year ended 31 .Mat"ch‘.2005 '

: _,Working Goverumeht’companies .

]1 3 Total 1nvestment in. workrng Government companres at the end of :
" March 2004 and March 2005 was.as follows , :

'(Rupees in crore)

Year | - Numberof | ~ Equity - “Loans | - - Total.

7 companies IR SR EEEE
200304 |- 52 166695 | 275214 | T 4,419.09
200405 | 0 52 . | U L74410 0 | 2,80490 | - 4,549.00 '

As on 31 March 2005, the total 1nvestment in- the Worklno Govemment' :
companles comprlsed 38.34 per cent of equlty caprtal and 61.66 per cent of
loans as compared to 37 72 and 62. 28 per cent respectrvely as on 31 March o
2004 e e :

The summarised statement of the. Government investment in the. working
Government .companies in the form of equ1ty and loans is detarled in
Annexure=]1 P :

, VWorking Statutory coppomtions’ :

.14 The total. 1nvestment in the two workmg Statutory corporatlons at the
end of March 2004 and March 2005 was as follows :

(Rupces m Lrore) ’

* . Nameofcorporation | 200304 | 200405
) - v o Capital " Loans, | Capital | - " Loans
Tamil Nadu Electricity Board - | 42500 | 8,729.65 | 510.00 | 9,025.46
| Tamil Nadu Warehousing Corporation . 761 o .- ‘7.551 o - |
‘ Total " | 43261, --.18,-\‘7,229'.,_6}5,”‘.-517.6_1'. 1 9.025.46-

The summarrsed statement of_'the Government 1nvest‘ in the i{}orkinof
Statutory corporatrons 1n the” form of equrty and loans is detalled in
Annexure—l S R R : :

BN

Bu(laetary ouigo, grants/.subsulzes, guarantees, waiver of (lues an(l
conversion of loans into equtty

15 The detarls regardrng budoetary outgo grant/subsrdres guarantees
rssued waiver. of dues - and conversron of loans mto equlty by the State




Chapter-I Overview of Government companies and Statutory corporations

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

The budgetary outgo in the form of equity, loans and subsidies from the State
Government to the working Government companies and working Statutory
corporations for the three years up to March 2005 are given below:

(Amount — Rupees in crore)

2002-03 2003-04 2004-05
Companies Corporations Companies Corporations Companies Corporations

No. Amount No. Amount No. Amount No. Amount No. Amount No. | Amount
Equity outgo 3 34.35 1 25.00 4 33.46 1 200.00 5 71.62 1 85.00
from budget
Loans given 5 19.57 -- -- R 223.51 - - 5 159.02 --- ---
from budget
Grants - --- 1 2947 - - - - 3 85.62 1 0.61
(i) Subsidy 9 1,373.60 - - 10 894 .86 - - 4 1,015.98 1 0.05
towards
projects/
programmes/
schemes
(i1) Other 5 21.86 1 2,212.14 4 71.41 1 250.00 7 22195 1 924.50
subsidy
(iii) Total 14 1,395.46 1 2,212.14 14 966.27 1 250.00 11 1,237.93 1 924.55
subsidy
Total outgo 19* 1,449.38 1 2.266.61 19* 1,223.24 1 450,00 19* 1,554.19 1 1,010.16

2-22—5

During 2004-05, the Government had guaranteed loans aggregating to
Rs.499.01 crore obtained by 11 working Government companies. At the end
of the year, guarantees amounting to Rs.5,892.38 crore against 18 working
Government companies (Rs.2,047.42 crore) and one working Statutory
corporation (Rs.3,844.96 crore) were outstanding. The guarantee commission
paid/payable to Government by Government companies and Statutory
corporations during 2004-05 was Rs.3.19 crore and Rs.20.79 crore
respectively. During the year, the Government waived interest/penal interest
of Rs.97.28 lakh in respect of Tamil Nadu Handicrafts Development
Corporation Limited. The Government converted loan of Rs.61 crore of
Tamil Nadu Industrial Investment Corporation Limited into equity during
2004-05.

Finalisation of accounts by working PSUs

1.6  The accounts of the companies for every financial year are required to
be finalised within six months from the end of the relevant financial year
under sections 166, 210, 230, 619 and 619-B of the Companies Act, 1956 read
with section 19 of the Comptroller and Auditor General’s (Duties, Power and
Conditions of Service) Act, 1971. They are also to be laid before the
Legislature within nine months from the end of the financial year. Similarly,

These are actual number of companies/corporation, which have received budgetary
support in the form of equity, loan, subsidies and grant from the Statc Government
during the respective years.
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Autht Repaﬂ:(qurtlrtel'uiai)' Jorthe y_é(rr_'énded 315Marelr-20b_§ ) ; E . _‘ ‘

in'the. case of Statutory corporatrons therr accounts are finalised, audrted and :
: presented to the: Leglslature as. per the provrslons of therr respectrve Acts

It “could be..seen from Annexure=2 that out of 52 workrno Govemment; .
- companies and two. Statutory- corporatlons only 38 working’ companieshad
finalised their accounts.for 2004-05- within the stipulated-period. - During the.
period” from October 2004 to- September 2005, 13- working. ‘Government

- companies. finalised 14 accounts for the previous years.-
same period, one Statutory corporatlon (Tamil Nadu Electncrty Board) o

ﬁnahsed its accounts for the prevrous year - o N

The ’accounts of 14 WOrkinO 'GoVer'nment' companies ‘and both Sta'tu'tor'y -
~ corporations were in arrears for the- penods ranomg from one to three years as -
'fon 30 September 2005 as detalled below '

‘Similarly, during the . -~ ‘

Serial -

No:

Number of-workilrg .

©* companies/corporations

" Year for which

accounts are in

‘arrears:

- Number of

years for "
which:
accousits are

" in arrears-

N Reftrence to SI Nn nf
) AnnuureZ

.Government

“Statutory

Statutory Govei‘nmenf -
.| companies | corporations ) - 0 companics ‘corporations
L. - *2002:03, 2003-04 3 A2 L
. . “and 2004-05 - | :
"2 ©e= . ]72003-04 and 2004-05 L2 . A-12and29 | v - .
a2, 7200405~ ¢l0 1 0 | ALG6, 17,28 |Biland2 -
, : ‘ T 1030,32,35,39 7] -
and 4910 51-

‘The administrative departments have to oversee and ensure that the accounts
are. ﬁnahsed and’ :adopted by the PSUs within the prescrlbed period. Though'
the concerned - admlnrstratlve departments were ‘informed every quarter by
‘Audit of the arrears in finalisation of accounts, no remedial measures had been |

taken,.as a result of whlch the net Worth of these PSUs could not be assessed e

in audlt

’ Fmancml po&rtmn and wor. kmg results of warkmg PS Us

17 - The summarlsed ﬁnan<:1al results of worl\mg PSUs (Govemment o

-‘compames and Statutory corporations) as per their latest finalised accounts-are

given in Annexure-2. Besides, statements showing the. financial position and s i

_ -the working results of individual- worklng Statutory corporatrons for the latest

three years for which accounts. have been ﬁnallsed are grven in Annexur es-4 . -

and 5 respectlvely

_ 'Aécordino to the latest *finalised accounts of 52.. working . Government -
- companies and two Workmg Statutory corporatlons 17 companies and one

- Statutory corporatlon had incurred an aggregate: loss of Rs.102.29 crore and
Rs.1,110.13 crore and 35 companies and one Statutory corporation had earned
an aggregate. proﬁt of Rs. 202 .28 crore and Rs.1. 18 crore respectlvely




Chapter-I Overview bf Government 'mmpan;ies and Sturi:totjz corporations

Working Government companies
Profit earning working companies and dividend

1.8  Out of 38* working Government companies, which finalised their
accounts for 2004-05 by 30 September 2005, 27 companies earned an
aggregate profit of Rs.150.70 crore and only six companies (serial numbers A-
8, 13, 21, 23, 24 and 40 of Annexure-2) declared dividend aggregating
Rs.6.12 crore. The dividend as a percentage of share capital in the above six
companies worked out to 10.17. The remaining 21 profit making companies
did not declare any dividend. The total return by way of the dividend of
Rs.6.12 crore worked out to 0.37 per cent in 2004-05 on total equity
investment of Rs.1,648.13 crore by the State Government in all the
Government companies as against 0.52 per cent in the previous year. The
State Government has not formulated any dividend policy for payment of
minimum dividend.

Similarly, out of eight working Government companies, which finalised their
accounts for the previous years during October 2004 to September 2005, five
companies earned an aggregate profit of Rs.17.90 crore. Out of these five
companies, two companies earned profit for two or more successive years.

Loss incurring working Government companies

1.9 Of the 17 loss incurring working Government companies, 13
companies had accumulated losses aggregating to Rs.1,841.78 crore, which
exceeded their aggregate paid-up capital of Rs.647.94 crore.

Despite poor performance and complete erosion of paid-up capital, the State
Government continued to provide financial support to four out of these 13
companies in the form of loans and subsidy amounting to Rs.161.26 crore
during 2004-05.

Working Statutory corporations
Loss incurring Statutory corporation

1.10  Neither of the two Statutory corporations finalised its accounts for
2004-05. Tamil Nadu Electricity Board, which finalised its accounts for
2003-04, incurred a loss of Rs.1,110.13 crore for that year. The accumulated
losses of Tamil Nadu Electricity Board as on 31 March 2004 were Rs.2,405.76
crore, which exceeded the paid-up capital of Rs.425 crore as on that date.

Operational performance of working Statutory corporations

1.11  The operational performance of the working Statutory corporations is
given in Annexure-6.

- These includes five companies, which finalised their previous years' accounts also.
7
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EH LIt could be seen- from Annexure-ﬁ that the power generatfton in 'I_‘amrl Nadu e -
P Electrlc1ty Board 1ncreased by 9. 69 per cent durrno 2004 05 e e L E

:As regards Tarnrl Nadu Warehousrng Corporatlon “the pe f‘entaoe of .capacrty .
futrlrsat1on whlch was- 13- per: cent in 2001 02'- “came -downfdrastlcally 10-7: -
;,55 pe’ cent in 2004 05 D :

- ,Retum on capttai employed

o 1 12 As per the latest ﬁnallsed accounts (up to September 2005) th ,. capltalv“_ﬂ .
L :‘employed “worked -out to Rs.6,808.84 crore in 52 working companies-and-"
G total retum thereon amounted o Rs 671, 99 crore, whrch is.9. 87 “per: cent as.
- ."l?compared to ‘total return- of Rs: 723.39. crore (10. 26‘per cent) in the. prevrous; ,
~ year (accounts ﬁnahsed up. to: September 2004), Slmrlarly, the -eapital:
- employed and. total tefurn. theréon in“case.: of the’ workmg ‘Statutory -
- corporatrons as per the latest ﬁnahsed accounts (up t0° September 2005);
" ~worked -out to- Rs. 11,246.89- .crore - and “(-)Rs. 344 16 crore: respectrvely as. -
agamst the total return of Rs. 791 48 crore in 2003-0 “The details‘of caprtal “
-~ employed “and total return on" capital employed in. case” of. ‘the workmol-.:’— SR
c AGovemment compames and Statutory corporatlons are- grven 1n Annexure—l g i E

o lSmtu.s of rmplementatmn 0f M OUbetwee Stair;:;G()t;er)tjite:ig;;ttlttlf‘tltq;
- ;_Centml Govemment ‘. L Lo

ey & 13 ln pursuance of the dec1srons tal\enat the Ch1ef Mmrsters conference'
“on -Power ‘Sector - Reforms,’ held in -March 2001,:"a-Memorandum -of
--;Understandrno (MOU) ‘was 51gned -in. January 2002, between ‘the. Mlmstry of:
) :fPower ‘Governiment, of India- and - the. Department of Energy, Govemment of
= Tamil- Nadu'as-a Jjoint: commitment for 1mplementat1 1 of a reform programme
31 in the power sector wrth mentlﬁed rmlestones L

.Capltal employed represents net ﬁxed assets (mcludmg capttal V\orks-ln-
'.::plus ~working " capital. except in’ ﬁnance .companies and- “corporations where it
- represents-a mean: of aggregate- of opening and closing- ‘balarices of pard-up;caprtal
o - free reserves, bonds depOsrts and borrowmgs (mcludmg retmance) -

%=57 For calculatmg ‘fotal return on caprtal employed interest-on borrowed tunds is added ‘
= to net proﬁt/subtracted from the loss as drsclosed in the proﬁt and loss account




Chapter-I Overview of Governnent companies and Statutory corporations

Status of implementation of the reform programme against each commitment
made in the MOU is detailed below:

| Appointment of Chairperson | January 2002 Appointed and -
in State Electricity Regulatory assumed charge in
Commission (SERC) July 2002
100 per cent electrification of | By 2007 (64,042 | 63,938 villages and The remaining hamlets
all villages and hamlets villages and hamlets have been were electrified by
hamlets) electrified non-conventional
energy sources
| Reduction in transmission and | By December Transmission and Transmission and
| distribution losses to 15 per | 2003 distribution losses - distribution losses
| cent 18 per cent continue to be at 18 per
cent in 2004-05 also.
100 per cent metering of all | December 2001 | Completed -
distribution feeders
100 per cent metering of all | December 2003 | All services except Approval of Tamil
consumers agriculture and hut Nadu Electricity
services metered Regulatory
Commission has been
sought to defer
provision of meters in
agricultural and hut
services till 30 June
2006 or till State
Government gives
subsidy to the Board.
TNERC’s reply 1s
awaited (September
2005).
Current operations in March 2003 There was a deficit of
distribution to reach at break- Rs.1,105.50 crore as
even per the preliminary
accounts for the year s
2004-05
Energy audit at 11 KV sub- January 2002 Introduced in -
stations level January 2002
Computerisation of HT & LT | December 2002 | HT billing fully LT billing in 98
billing computerized sections out of 2,376

sections were
computerized




e g A ttpo s S v o

- |'undertakings - 'Government of * | 'securitisation i in

\/3'5,*!\\\s

o Audzt Report ( Commerczal) ﬁ)r'tlte vear ended 31 March 2005

C

ecuritised outstanding due of - As per scheme . |- State Cabinet e
| 'central public sector- - | approved-by - | ‘| approved '

Indra 7 |- April2002. :
-} Government order

‘| issued in June 2002.

EERUR

‘State. Electncrty ‘Regulatorv

1L

Comnnssmn (SERC) N I A . RN BN R

(1) Establlshment of TNERC S ‘Estabylish,edin B
) _ T o ":‘»_'Marchl9,99:—-_, T
' ’(ii) Imp]ementation of taiff | First Tariff - | Since filed in T

“orders issued by. TNERC = | petition to be‘ - | September-2002-and . L -
’ durmg lhe year -~ oo filedby 300 ) firsttanff révision ol

g September 2002 effected from . - -
| March 2003. - -

_’iMonitovring'ofMOUr 'Quarterly'5 o - Bei_ng;monitored'on T I

quarterly basis.

o :‘State Electrzczty Regulatory Commnsmn

l 14 . Government of Tam11 Nadu constltuted (March 1999) the Tamll Nadu

. ~Electricity- Reoulatory Commission (TNERC);. w1th three members‘including a .. - -
.,-;-:_‘,Chalrman under Section-17(1)-of the: Electr1c1ty Regulatory- Commlsmons;‘;;-’;
- . Act; 1998*." The Commission: started- functlomng ‘with “effect - from -1 =

e ;1, -‘September 1999 The Commission-issued its-first. tariff notxficatlon inMarch =
i _2003 Accounts of TNERC have been ﬁnahsed up to- March 2004 '

o _Im_;'esﬁt'm_eht;ri;ifnonfﬁbfkingPSUai: L

e 1 15 As on 31 March 2005 .the’ total mvestment m 14 non-workmo PSUS“‘:V'

o (aIl Government - compames) was Rs.85.83 crore” (equrty Rs:38.53 crore; .
“=-long=term. loans Rs.47: 30 crore) as: agamst the total investment-of Rs.84. 230 e
crore. (equxty Rs 38.53 - crore; long-term loans Rs: 45 70 crore) 1n 14 non—-:

i’;workmg compames as on: 31 March 2004

Smce replaced with Secuon 82(1) of the Electncnv Act 2003 : o
+. + - State Government’s mvestment n non-workmg PSUs-was Rs. 73 83 -CIOre (olhers -

Rs.10.00 crore). Figutes as per-Finance Accounts 2004-()5 is Rs 30 57 crore.’ The
~ difference is under reconcﬂratxon B o :

0




Chapter-I Overview of Government companies and Statutory corporations

The classification of the non-working companies was as under:

(Amount — Rupees in crore)

SLNo. Status of non-working Number of Investment
companies companies
Equity Long-term loans
(@ Under liquidation” ‘a 3.95 NIL
(ii) Under closure gP 27.31 4730
(iii) Under merger - i 5.20 NIL
(iv) Others 2P 2.07 NIL
Total 14 38.53 47.30

Of the above non-working PSUs, 10 Government companies with substantial
Government investment of Rs.78.56 crore were under liquidation or closure
under section 560 of the Companies Act, 1956 for three to 15 years. Effective
steps need to be taken for their expeditious liquidation or revival.

Budgetary outgo, grant/subsidy, guarantees, waiver of dues and conversion
of loans into equity

1.16 The details regarding budgetary outgo in the form ef loan to the non-
working Government companies are given in Annexure-1. The State
Government had given loan of Rs.4.85 crore to one non-working company
(C-13 of Annexure-1) during 2004-05.

Total establishment expenditure of non-working PSUs

1.17 The year-wise details of total establishment expenditure of non-
working PSUs and the sources of financing them during the last three years

* One company, Tamil Nadu Goods Transport Corporation Limited, which was under
liquidation, had been directed by the State Government to be merged with State
Express Transport Corporation Limited. Approval of Company Law Board was
awaited.

Serial numbers C-7 and 11 of Annexure-2

Serial numbers C-1 10 5, 9, 10 and 13 of Annexure-2

Serial numbers C-8 and 14 of Annexure-2

Serial numbers C-6 and 12 of Annexure-2

OO w >




—

o

| upto 2004'05’ar6%gi\?en— be’low:rv;j" .

= Airdit-Report(Commeicial) forthe.year ended 31:March 2005 -~

(Amount Rupccs in cror c)

_'Yez'nir' : 'Noifof | Total L T o f Fm‘mced by : Othus
" | PSUs . | establishment : : — . .
. | expenditure .!)l‘sposa?li of Govelnment
~ 7 | investmént/- | by way of
, : o R assets . | loans = - )
200203 |2t o} 062 | 0620 | e e
1200304 |3 | 216 e 168 | o4st
2004-05 5% - 0.69 e — | e

a below

%’Finalisation of nccourrts by }zon¥7v0rlcilzg’PSU§ o

'1.18 The accounts of eight- non-Workingr'cempanies ‘Were in ’arrears“' for ‘,
-periods ranging from one to 13 _years-as on 30- September 2005 as could be ’

: lnotlced from Annexure~=2 :

' meanch posztton an(l workmg results of n0n=-w0rkmg PS Us

1. 19 - The summarlsed fmancral results_ of non’-wcrkmg -Govefnment g

;companlesvas pertherr latest fmahsed accounts are givenl_in_ Annexm'ejz, ;

- The year-wise detarls of pa1d-up capltal net worth cash loss and accumulated

“loss/profit of non—worklng PSUs as per thelr latest fmallsed accounts are 01ven ;

(Rupus in ldkh)

] Ye';u' of latest = . Numbu' ot .P.ud-up : V"Net_*wqrth Cdsh loss Accnmnlglted
"-| finalised accounts - .| companices c‘nmt.\l e | doss (7)/!)n'ol“lt

198990 1 3266 | NA ‘N.A | (313255 -

199192 . 10002 f (912786 | 622 [ -<127.86 .

1 1993-94

’ P T207360 (002 | 166.67 | - (920748
©1999-2000 [ 2 17 75400 | (97,928.08 | 1,308.36 | (-)8,682.08
© 200001 - 1| 2750 | 988 | 016 | (17.62

©o02002:03 |7 20 606,90 | ()1,679.65 | 537.19 | (4,34L.72

200304 1 1 | 51044 | et T (951044

2004-05 ° | .5 | 171431 | (243751 o | (9421095

w0 Informanon in respect of olher compdmes were not avallable ]
e Interest and mlscellaneous mcome L '

12




Chapter-1 Overview of Government companies and Statutory corporations

1.20  Separate Audit Reports of Tamil Nadu Electricity Board (TNEB) up to
2000-01 have been placed in the State Legislature. Separate Audit Reports for
subsequent years are not being placed in the State Legislature as the Electricity
Act, 2003 has come into effect from 10 June 2003 and it does not contain any
provision for placing TNEB’s Annual Statement of Accounts in the
Legislature.

1.21 There was no disinvestment, privatisation or restructuring of PSUs
during the year.

1.22  During the period from October 2004 to September 2005, the accounts
of 43 Government companies (working: 39 and non-working: four) and of one
working Statutory corporation were selected for review. As a result of the
observations made by the CAG, one working company and one Statutory
corporation, listed below, revised their accounts:

SL.No. Name of the company Year of accounts
1 Tamil Nadu Civil Supplies Corporation Limited 2003-04
2. Tamil Nadu Electricity Board 2003-04

In addition, the net impact of the important audit observations as a result of the
review of the remaining PSUs were as follows:

SLN Details Number of accounts Rupees in lakh
o.

Government Statutory Government Statutory

companies corpora- companies corpora-
tions tions
Working Non- Working Non-
working working
(i) | Decrease in profit 5 = o 3,625.00 5 i
(1) Decrease in loss - - 1 - - 1,605.00
(iii) Increase in profit 1 - — 124.00 — -
(iv) Increase in loss 1 — — 36.00 - —
13
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- Audit Rgport (Commiercial) for the year ended 31 Mdrclg 2005

Ermrs and onlissiohs, notice__zrl in caSe of Government can’rpanies

- 123 Some major - errors/omlssmns m case of Government companles
noticed during review of accounts are gwen below:

8L : Name of the Company " Year of . ~ Errors/omissions o Anmunt

No | 7 = B ’ -accounts - o ] | (Rupees in -
S . S crore),

oL Tamil Nadu Magnesite Limited -2004-05 Overstatement of miscellarieous 31.86

expenditure (to the extent not written off
or adjusted) and under statement of
cumulative loss

2. Tamil Nadu Powé{ Finance and |  2004-05 Under statement of cum;nf -Iiahiiities ’ © 215
Intrastructure Development o : ' : L T
Corporation Limited

"3. |- Tamil Nadu Backward Classes g Under statement of interest payment o117
Economic Development’ 2003-04 — = o
Corporation Limited . Non-provision for service charges. 0013

4. Tamil Nadu Ceménts ‘ ) -2003-04 Non-provision for penal interest ,:' 036
Corporation Limited : - . .

5. Arasu Rubber Corporatlon . 2004-05 Overstatement of current liabilities and L2358
Limited ) : provisions and under stalement of ' :

unsec,ured loans

6. Tamil Nadu Transport 2004-05 - Under statement of miscellaneous - 3.89
Development Finance : .expenditure (to the extent not written- -
Corporation Limited N . | off) and overstatement of current assets,

loans and advances

7. Tamil Nadu State Tramport 2004-05 Overstatement of other liabilitiesand . | - 124
Corporation (Coxmbatore) T under statement of profit : .
- Limited s e T o . L
8. Tamil Nadu State Transbon 2004-05 | Ovérsiatement ’ofpr‘oﬁt“for the current | 156
Corporation (Salem) Limited . year T 1 -

'.Errors (md omlswons notlced n case of St(ltutory corporatwn

"1.24  Some major errors notlced durlng review of accounts for 2003 04 of
- the Tamil Nadu Electricity Board are given below: o

SLNo. ©_  Errors/omissions - - = = - . Amount
o ' g ' (Rupcu; in ¢rore)

1. Overstatement of deficit due to incorrect computaﬂon of S 10.74
interest and finance charges capitalized o )

2. Overstatement of deficit duo to incorrect aoéountjng of TPA - 32;09
incentive credit and collection charges for Electricity tax 7

3. | Understatement of deficit due to non—prov1smn for differential 17.17.
freight - v

4. Non-provision of deprecxatlon on assets already o 430 -
commissioned , R

5. Understatement of deﬁcxt due to short provision for insurance - 531

‘and bad and doubtful debts

- Audit assessment of the working results of the Tamil Nadu _Elgctribity ‘Bo_’ar(l

©1.25 Based on the audit assessment of the working results of the Tamil

Nadu Electricity Board for the three years up to 2004-05 and taking into

consideration the major 1rregular1t1es and omissions pointed out in the
.14




Chapter-I Overview of Government companies and Stmmary lcérpomtions :

Separate Audit Reports on the annual accounts and not taking into account the
subsidy/subventions received/receivable from the State Government, the net
surplus/deficit, percentage of return on capital employed, capital invested will
be as under:

(Rupees in crore)

3. | Net surplus/(-) deficit before subsidy (-)2,099.57
from the State Government (1-2)

(-)1,360.13 (-)2,030.05

Sl Particulars 2002-03 | 2003-04 2004-05
No (Provisional)
1. | Net surplus/(-) deficit as per books of 112.57 | (-)1,110.13 (-)1,105.50
accounts |

2. | Subsidy from the State Government 2,212.14 1 250.00 924.55

T

|

I

4. | Net increase/decrease in net surplus/(-) (-)4.24 16.05 N.A.
deficit on account of audit comments
on the annual accounts

5. | Net surplus/(-) deficit after taking into (-)2,103.81 | (-)1,344.08 N.A.
account the impact of audit comments
but before subsidy from the State
Government (3-4)

6. | Total return on capital employed 790.30 (-)345.34 (-)253.57
Percentage of total return on capital 8.02 - -
employed

1.26  Test check of records of the Tamil Nadu Electricity Board conducted
during 2004-05 disclosed wrong fixation of tariff/non-levy/short-levy of
tariff/short realisation of revenue and other observations aggregating to
Rs.97.55 crore in 812 cases. The Board accepted the observations in 743
cases and recovered Rs.8.67 crore at the instance of audit. Besides this, the
Tamil Nadu Power Finance Corporation has compensated (March 2005) the
loss incurred by the Board on account of payment of excess interest tax of
Rs.5.97 crore, which was pointed out by Audit.

1.27  The Statutory Auditors (Chartered Accountants) are required to furnish
a detailed report upon various aspects including the Internal control/Internal
audit systems in the companies audited in accordance with the directions
issued by the CAG to them under Section 619 (3) (a) of the Companies Act,
1956 and to identify areas which needed improvement. Directions/sub-
directions under the Act, ibid, were issued to the Statutory Auditors in respect
of 53 Government companies involving 66 accounts between October 2004
and September 2005. In pursuance of directions so issued, reports of Statutory
Auditors involving 35 accounts of 35 Government companies were received
(September 2005).

15
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Auilit_ Rejmri (ébirrr)wrciqb fmj the year_elrderl 31 March 2005 .

i ,'An 111ustrat1ve resume of - major recommendatrons/comments made by the'g

Statutory. Auiditors on possible 1mprovements in respect of State Govemment .t

E 'frcompames are 1ndlcated n the Annexur e=7

128 Even after completron of 20 to 28 years of therr emstence the turnover :

. of .four Government companies. (serlal numbers A-4; 10, 11, and 52 of

_Annexm e=2) has been less than Rupees five crore in each of the precedmo Six

- - years as per their latest ﬁnahsed -accounts.” Two companies: (serial number A- B o

10 and 11 of Annexure-2) had been incurring losses for five consecutive years
(as, per latest' ﬁnallsed accounts) leading to- negative net ‘worth. . In view of
- poor tumover and continuouslosses, the Govemment may “either i improve the :
) rperformance of these Govemment compames or consrder therr closure

129~ The following table 1nd1cates the details reoardm0 number of revrews S

-"and paragraphs pendmo drscussron at the end of 31 March 2005

Penod of .- ,Number of revrews and paragraphs : Number of revrews/paragraphs
Audlrt Rc]port '7 - appeared in the Audit Report S pendmg for discussion .
T - Reviews - : Paragra]phs Revrcws Pﬂragraphs
1. 199596 | . a4 | 24l R
| o1eeer | s o
11997-98 | 5 ,,
199899 6 23 6 19
19992000 | .4 24 e 21
2000-01 4" 21T 4 R LN
200102 | 3 297 3. 23
2002-03 7. . 2 L27 2 27
2003-04 < | 4 2057 4 20

130 - There ‘were three companles coming under Sectlon 619 B of the .
- “Companies Act, 1956. Annexure-8 mdlcates the: detarls of paid-up capital,

o investment by way of equity, loans and grants and summarlsed worluno results e

- of these compames based on therr latest avallable accounts

- 16_:}



(Puarugraphs 2.7, 2.9.2, 2. 9.3, 2.11,2.12 and 2.13)

Audit also noticed that:

(Paragraph 2.20)

17



Audit Report (Commercial) for the year ended 31 March 2005

2.1  Tamil Nadu Sugar Corporation Limited (TASCO) was formed in
October 1974 with the main objective of setting up of new sugar mills and
expansion of existing sugar mills. Perambalur Sugar Mills Limited (PSM)
was incorporated in July 1976 as a subsidiary of TASCO. TASCO set up
Arignar Anna Sugar Mills (AASM), which started commercial production in
February 1977 with an installed capacity of 1,250 Tonnes Crushed per Day
(TCD) and later on expanded to 2,500 TCD in 1989-90. PSM established a
sugar mill viz., Jawaharlal Nehru Sugar Mill at Eraiyur, Perambalur District in
February 1978 with installed capacity of 1,250 TCD, which was expanded to
3,000 TCD in 1989-90.

The Government of Tamil Nadu (Government) took over (December 1983)
Madura Sugar Mills. The assets of Madura Sugar (with an installed capacity
of 800 TCD) were vested (December 1983) with TASCO. The installed
capacity of the mill was expanded to 1,250 TCD in 1984-85. Due to
uneconomic size of operation and high cost of procurement of sugarcane, the
mill remains closed since May 2002.

Chief Executive Officer of each mill is in-charge of overall operations of the
mill under his control.

TASCO and PSM incurred losses for the five years ended 31 March 2005 and
their paid up capital as on that date had been completely eroded by the
cumulative losses. TASCO has incurred a loss of Rs.6.04 crore (provisional)
in 2004-05, while PSM incurred a loss of Rs.5.80 crore. The main reason for
the losses incurred by these two mills was the heavy interest burden on funds
borrowed from the Government and other Public Sector Undertakings. Audit
noticed that these borrowed funds were utilized as working capital, i.e., to
make payment for sugarcane procurement.

The performance of these companies was last reviewed in the Report of the
Comptroller and Auditor General of India (Commercial) for the year ended 31
March 1991. The Report was examined by the Committee on Public
Undertakings (COPU) in its 168" Report presented to the State Legislature on
30 April 1994. The major recommendation of COPU was to fix norms for
permissible loss of sugarcane crushing hours after considering all factors and
taking into consideration the situation prevailing in private/co-operative sugar
mills.

2.2 The operational performance of these companies during the five years
period ended 31 March 2005 were analysed by checking the records at Head
Offices and at both the sugar mills during December 2004 to March 2005,
The results of the analysis are given in the succeeding paragraphs.

18



Chapter-II Review relating to Government companies

23 Audit was conducted with a view to ascertain whether:

e procurement of sugarcane was economical;

e production of sugar was economical;

o efficient use of bagasse, molasses, steam and power was ensured;

» recommendations of COPU were complied with.

24  Audit criteria considered for assessing the achievement of audit
objectives were to evaluate whether:

» sufficient area of sugarcane was registered with the companies to ensure
economical procurement of required quality and quantity of sugarcane;

e there was effective control mechanism in place to ensure economical
production of sugar;

e norms were fixed for generation of bagasse and molasses:;

e norms were fixed for efficient utilisation of steam generated in the mills.

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

e Government Orders relating to area allotted, price fixation of sugarcane,
sale of molasses, etc;

e Review of Board Notes and Agenda papers;
e Visit to sugar mills;

e Monthly Performance Reports;

* Budgets;

e Cost Audit Reports;

e Stores records;

e Issue of Audit enquiries;

e Interaction with the Management.

Audit findings as a result of test check were reported to the
Management/Government in May 2005 and were discussed in the meeting of
the Audit Review Committee on Public Sector Enterprises (ARCPSE) held on
3 August 2005. The Secretary, Industries Department, Government of Tamil
Nadu and the Managing Director of the companies attended the meeting. The
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sid tReport(Gmnmerch)for t_lt.e:;rfé'ar-‘g{éiz Hr{d :

FMaréhi2005 .

f/,vrews expressed by the members have been taken 1nto cons1deratron wh11e.

6 o
. of sugarcane Sugar mhills. then have to enter into. agreements ‘with the: ryots in
~ these areas to ensure that ‘they would get enough sugarcane from the regrstered L

Y

P ,ﬁnallsmo the réview.

. Audit indings re isussed inthe ‘;Sf!ifééééaihs' paragraphs.

areas. to utllrse thelr mstalled capa01ty 1n full

-,Shortfal’l’ in sugarume procurement

“The’ details of area '+ -

The State Government allots areas. to each suoar mlll for procurement S

: Based on the capacrty of the m1lls and budgeted productron these mrllsf} SR
- _arrive -at the area required to- be- reg1stered every’ year.

""f':frequrred to’ be regrstered area. actually regrstered sugarcane requlred to be " -

. procured and sugarcane procured are g1ven below

2000 01

2001 02"

2002~ 03 i

2003-04

' B TAMIL NADU SUGAR CORPORA’HON L

IMITED (AASM)

- 1 1.; . . Area requlred (in acres)

12, 500 B

’ 12 500 |-

12 500. ?,‘

o 2

‘Area. actually regrstered
(m acres) :

12,5007 | 12,500 | e T

Wy

' Shortfall m area regrstratron

(in’ acres)

L1810

Sugarcane requxred (MT)

| 4,30,000

©14,30,000

4,30,000:-|°

430,000 |

E Sugarcane procured (MT) :

| -4,31,305

3,75,964

14,02,016

13,22,118- (-

291319

Shortfall' in;sugarcane- -

| procurement (MT). -

54036

27,9847 |

107,882 | 138681 |

e Shortfall in percentage:

(a).Area

» 3;19

424

039

1448

YIRS

:, (b) Sugarcane procurement

—f 1257

651

© 2509+ |25 |-

el pERAMBALUR SUGAR MrLLS (PSM)

, Areaﬂrequrred (m acres)

16,000 :i

15’,900

-16,000

U16;000 716,000 |

T (in acres)

Area actually regrstered

155'27_;/':

| 15382

15724

L 215

10420 |-

| Stiorifall i in‘area. reglstratlon

(m acres)

7237

- 618

8285 | ssm |

s

. Suj garcane requrred (MT )

316000

5,16,000

5,16,000 |

5,16,000 ° |

516000 | 1

Sugarcane procured (MT)

| 4,67,480°

'4,38268"

3,51,480 -

1,33,9177 |-

Shortfall in. sugarcane h
procurement (MT ).

|- 48,520

71732

1,64,520

. 3,82,083

Shortfall in percentage S

(a). Area

452

EX I

173

5178 | 3487 -

(b) Sugarcane procurement

940

15.06.

3188

7405 |

4657

BFTINE
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It may be seen that the shortfall in sugarcane procurement aggregated to 3.29
lakh MT and 9.13 lakh MT in AASM and PSM respectively during the five
years ended 31 March 2005. Audit noticed that shortfall in area registered and
sugarcane procured was due to inordinate delays in payment for the sugarcane
procured in earlier seasons as discussed in paragraph 2.9 infra. Consequently,
ryots were reluctant to enter into agreement for sale of sugarcane to these
mills.

Despite the shortfall in sugarcane procurement, the mills diverted 50,214 MT
of sugarcane received during the fag end of the season to other mills during
the five years ended 31 March 2005. This indicates poor planning in
sugarcane harvesting and cutting.

The Government stated (August 2005) that the private sugar mills have
independent authority and were paying more than the Statutory Minimum
Price (SMP) in addition to other incentives. Further, Public Sector sugar mills
were not in a position to go beyond Government rules and regulations. The
reply 1s not acceptable in view of the fact that the reluctance of the ryots to sell
sugarcane to the mills was due to the inordinate delay in payment for
sugarcane purchased, which affected the procurement since the ryots diverted
their sugarcane produce to other sugar mills (2002-03 - 47,000 MT,
2003-04 - 56,000 MT).

Procurement of sugarcane beyond 30 kilometres

2.8  The transportation of sugarcane over long distance results in drying up
of sugarcane, delayed crushing and reduction in sugar recovery percentage. In
view of this, it is imperative for sugar mills to ensure sugarcane availability
within a radius of 30 KMs and only under unavoidable circumstances, i.e.,
where availability could not be ensured, small areas could be registered
beyond 30 KMs. Audit noticed that sugarcane procured from distances
beyond 30 KMs was always more than 50 per cent of cane procured (which
ranged from 52.11 to 58.45 per cent) during the five years ended 31 March
2005 in PSM. In respect of AASM, procurement of sugarcane from beyond
30 KMs ranged from 29.34 to 39.95 per cent of total sugarcane procurement
during the same period. This also resulted in additional payment of transport
subsidy as discussed in paragraph 2.9.3 infra.

Payment for sugarcane

29  Government of India (GOI) announces each year, the SMP payable for
sugarcane procured. The SMP is computed based on the recovery rate of 8.5
per cent. Based on the actual recovery achieved in the peak period of the
previous season and other factors like cost of raising, etc., the SMP payable by
each mill is fixed. Over and above the SMP, the Government of Tamil Nadu
had been announcing the State Advised Price (SAP) till 2000-01. SAP was
higher compared to the SMP and was applicable only to the Co-operative and
Public Sector sugar mills in the State. The private sugar mills paid only the
SMP for the sugarcane procured by them.
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* Payment of the State.

‘Advised Price, which

" was more than the
St‘\tutory Mmlmum )

"Price for sugarcane

_resulted in jld‘drtromlr

“expenditure of
- Rs.16.62 crore.

" Payment of s'ubsidy:

for the sugarcane
procured- from
distances bcyond 10
KMs cast an

- additional burden of

Rs.12.91 crore.’

2000-01.

: v Audit Report (Cérirrrtercti_a’l) for t_he year‘ve‘n ded 31 Masch 2005

In this.connection, the followrng desery_e_ mention;~

L .,_;"!2‘:9 1 - There was. inordinate delay in making payment for suoarcane procured,
~ ~which ranged from eight to 16 months in AASM: and H:to IS months in PSM.

. 292 The dlfference between the SAP and the SMP was not relmbursed by o
~the State Government. The payment of the- SAP: cast-an additional burden of
Rs.12.58. crore on- the- finances of these -sugar mills in 2000-01. Further, in
order :to pay the. difference. between the' SMP -and the SAP, these mills

borrowed funds and incurred an expenditure of Rs.4.04 crore towards interest
payment.  This resulted in addmonal expendlture of Rs.16:62 crore in:

2.9.3 The Co-operative-and Public Sector sugar mills in the State pay -

- transport subsidy for the sugarcane procured:from distances-beyond 10 KMs - -

. in addition to the SMP. Though the SMP fixed by-GOI clearly stipulated-that- -

" the same was payable for the sugarcane received at the factory gate, these'»
- mills paid, in addition to the SMP, Rs.12:91 ‘crore as transport subsidy for

- sugarcane procured from distances beyond 10 KMs. .The Government stated -

- (August 2005) “that the transport subsidy -for sugarcane -procured - from
“distances-beyond 10 KMs was paid based on a circular issued by the Director

of Sugar. The reply is not acceptable since thrs has put the ]Pubhc Sector sugar o

‘mills at a drsadvantace

~2:10 * Sugar ' is produced in- sugar mllls by a process called Double ;
- Sulphitation” method The sugarcane is ‘crushed into fine fibrous material and
- juice extracted. - Bagasse generated during the crushing process is used as

“Boiler Fuel”. Sugarcane juice is then heated to’ 65°10 70° in the boilers and -

‘subjected to simultaneous liming and sulphitation. - At the end of thé process, *

~ brilliant juice at the top is “concentrated in multiple effect evaporators to make
_ syrup. This is bleached and then boiled.. The boiled syrup is cured in the three.-

' _masecuite . system "to ‘get sugar

o dlscussed in the succeedmg paraoraphs -

* The 1rre0u1ar1t1es -noticed in audrt ‘are

" -‘ Bmloet Vs actual pmductwn o

‘ ‘:_;:VZ'M The sugar mrlls prepare a productlon budget -every year.. Buddeted:
'productlon vis-a-vis-actual production for the five years ended 31 March 2005 .-

in the two rrulls was-as follows

Actual sugar

- "Year . - Budgeted sugar ‘Shortfall in sugar
' - productmn (qumtal) productmn (qumtal) production (quintal)_»
f TAMIL NADU SUGAR CORPORATION LIMITED (AASM) I '7
'2000‘01---”-7 3,690,194 3,74236 - S - o
0200102 - | . - 447358 338824 . .| 1,08534
2002-03 R 4,55,170 : 14,02,646 B 52,524
2003-04 |, 4181357 13,4875 ) 43260 7
- 2004-05 e 73,8'11,210— ‘.-13',275,7'651 T .~ 55,445
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Year Budgeted sugar | Actual sugar Shortfall in sugar
production (quintal) production (quintal) | production (quintal)
PERAMBALUR SUGAR MILLS LlMITi-ZD (PSM)
2000-01 4,36,833 425376 11,457
2001-02 5,42,000 4,32,360 1,09,640
2002-03 5,62,476 4,44,441 1,18,035
2003-04 2,715,157 2,17.896 57,861
2004-05 2,95,000 . 2,77,128 17,872

It may be seen that the two mills could not achieve the budgeted production
during the last five years (except in 2000-01 by AASM). The budgeted targets
were reduced in 2003-04 and 2004-05; even these were also not achieved.
This was mainly due to non-procurement of the required quantity of sugarcane
as discussed in paragraph 2.7 supra. Failure to achieve the budgeted
production resulted in contribution* loss of Rs.7.56 crore during the last five
years.

The Government stated (August 2005) that the budget was only an estimate
for production and that the mills could not achieve the target due to
multifarious reasons like delay in sugarcane payment in the previous year,
delayed monsoon, outbreak of disease, interference of private sugar mills, etc.

The reply is not acceptable as the main reason for the shortfall in sugarcane
procurement was the delayed payment for sugarcane procured during earlier
seasons as indicated in paragraph 2.9.1 supra.

Sugarcane crushing

2.12  The details of budgeted sugarcane crushing rate and the actual crushing
rate achieved during the last five years are given in the following table:

Year Budgeted Actual Shortfall Actual Loss in Recovery | Loss in
crushing crushing | in crushing | sugarcane | rate (In | sugar
rate (TCD) rate crushing days crushing per cent) | production
(TCD) rate (TCD) (MT) (quintal)
TAMIL NADU SUGAR CORPORATION LIMITED (AASM)
2000-01 2,341 2,369 - 187 ! --- - -
2001-02 2,506 2,340 166 166 I 27,556 9.0 24,800
2002-03 2,500 2,340 160 163 ' 26,080 9.6 25,037
2003-04 2,505 2,426 79 132 10,428 10.1 10,532
2004-05 2,479 2,397 82 127 10,414 10.32 10,747

Contribution per quintal is arrived at by deducting variable cost from the sales

realisation.
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Non-achievement of
budgeted sugarcane
crushing rate
resulted in
contribution loss of
Rs.5.88 crore.

Loss of production
hours over norms led
to a contribution loss
of Rs.2.73 crore.

Audit Report (Commercial) for the year ended 31 March 2005

' Loss in

Year Budgeted Actual Shortfall Actual Recovery | Lossin

crushing crushing | in crushing | sugarcane | rate (In | sugar

rate (TCD) rate crushing days | erushing per cent) | production

(TCD) rate (TCD) | (MT) (quintal)

PERAMBALUR SUGAR MILLS LIMITED (PSM) '
2000-01 3,008 2,847 161 174 28,014 9.78 27,398
2001-02 3,001 2,750 251 166 41,666 9.82 40,916
2002-03 3,000 2,716 284 133 37,772 10.24 38,678
2003-04 2,900 2,086 814 72 58,608 10.64 62,359
2004-05 2,750 2,294 456 127 57,912 10.05 58,201

From the above table, it could be seen that loss in sugarcane crushing due to
the shortfall in crushing rate ranged from 10,414 MT to 27,556 MT in AASM
and from 28,014 MT to 58,608 MT in PSM during the last five years ended 31
March 2005. This resulted in loss in sugar production ranging from 10,532
quintals to 25,037 quintals in AASM and from 27,398 quintals to 62,359
quintals in PSM; which led to a contribution loss of Rs.5.88 crore in these two

mills during the above period.

The Government noted (August 2005) the audit observation for future
guidance.

Production hours

2.13 The Committee on Public Undertakings (COPU) in its 168" Report
(April 1994) recommended that suitable norms should be fixed for the
permissible loss of crushing hours, after a thorough analysis of all aspects and
also taking into consideration the situation obtaining in the mills in the
private/co-operative sector. The Committee also recommended that all efforts
should be made to keep the loss of crushing hours within that norm so as to

attain the break even level of production in AASM and PSM.

As a follow-up, the Public Sector sugar mills prescribed eight per cent of

available hours as permissible time loss. Audit noticed that:

the actual loss of production hours for various reasons during the five
years ended 31 March 2005 ranged from 8.40 per cent to 13.45 per cent in
AASM and from 11.38 per cent to 16.59 per cent in PSM as given in the

Annexure-9.

due to their failure to keep the production hours lost within the norms, the
two mills suffered contribution loss of Rs.2.73 crore.

Further audit analysis revealed the following:

Availability of sugarcane

2.14.1 There should be no loss of production due to non-availability of
sugarcane in an ideal situation; norm of two per cent was, however, kept for

24



Chapter-II Review relating to Government companies

,such a situation. Production hours lost due to non-availability of sugarcane
were 1.72 to 6.95 per cent in AASM and 0.57 to 10.38 per cent in PSM.

The loss of hours due to non-availability of sugarcane was in excess of the
norms in AASM during all the years except 2002-03; while in PSM it was
much in excess of norms during 2003-04 and 2004-05. The loss was mainly
due to shortage of sugarcane registered and diversion of sugarcane as already
discussed.

Engineering

2.14.2 Loss of hours due to engineering reasons was higher than the norm in
both the mills till 2002-03. PSM had consistently lost production hours due to
persistent boiler/turbine troubles during the years 2000-01 to 2002-03.
Despite incurring huge expenditure on repairs and maintenance, as discussed
in paragraph 2.19 infra, the loss of production hours remained high.

The Government stated (August 2005) that the boilers were very old and this
was attributed as tle reason for loss of production hours.

2.15 The major utilities involved in the production of sugar are bagasse
(fuel for raising steam), steam (for rotating the turbines to generate power and
also for use in the process for producing sugar) and power. Bagasse is
obtained as a by-product during the crushing of sugarcane. The sugar mills
have five boilers (three in AASM and two in PSM) wherein steam is produced
by using bagasse as fuel. Sixty per cent of steam produced is used for power
production by operation of turbines while balance steam is used in the process.

Consumption of bagasse

2.16 As per sugar industry norms, for production of one MT of steam,
quantity of bagasse (fuel) required is 0.5 MT. The details of steam produced,
bagasse consumed and excess consumption over norms are given in the
following table:

SL 2000-01 | 2001-02 2002-03 | 2003-04 | 2004-05
No.
TAMIL NADU SUGAR CORPORATION LIMITED (AASM)
1. | Steam produced (MT) 2,15446 | 1,94618 | 2.06,956 | 1,79.978 | 1,41.708
2. | Bagasse required (MT) 1,07,723 | 97,309 1,03,478 | 89,989 70,854

(one tonne bagasse = two
tonne of steam)

3. | Bagasse used (MT) 1,09,380 | 99,989 1,01,047 75,149 70917

4. | Excess bagasse used (MT) 1,657 2,680 NIL NIL 63

5. | Selling rate of bagasse per 407 512 695 734 750
tonne (Rupees)

6. | Revenue loss (Rupees in 6.74 13.73 - - 0.47
lakh)
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Excess consumption

of bagasse over
norms resulted-in
revenue loss of

- Rs__;1;89 crore...

t Consumfrtion'of '

- steam inexcessof - .
.norm resulted in . -

extra expenditure of

Rs.2.62 crore. -

- AudttReport'(Cdmmerct;l‘l) for the year ended 31 March 2005

&

SLoi. T T (200001 | 200102

e

2002:03 | 2003-04 | 2004-05 |
.| No. | .. g ) C - -
PERAMBALUR SUGAR MILLS (PSM) : . A

| 1. | Steam produced (MT) 12,19,674 | 2,40,805 | 2,39,745 | 1,19,354 | 1,50,076

2. | Bagasse required (MT) | 1,09,837-| 1,20,403 |
~ | (one tonne bagasse = two‘ T S
tonne of steam)

1,19,873 | 59,677 | 75,038 -

3 Bagasse used (MT)

1,23,045 | 1,25904 | 1,27,417 | 61518 | 76967

4. | Excess bagasse used MT). | 13,208 |- 5501 | 7,544 -} L1841 - |- 1,929
5. Selling rate ofbagasse per | 407 421 . 725 682 1,225
i tonne (Rupees)-- - =~ .. ECR PR (FINE AT T
" 6. Revenue loss (Rupees m | s3.76 23.16 | 5469 1 1256 | 23.63
lakh) - S B o

From the: table it could be. seeir that the two mhills 'incurred revenue loss of -
Rs.1.89 crore during the five ‘years’ ended 31 March 2005 .due to ‘excess

S consumptlon of bagasse OVer norms.

.- The Company-stated (May 2005) that excess consumptron of bagasse was due
~ . to lower rate of crushing to suit the sugarcane arrival, teething problems faced
~ atthe time of installation- of swirlg type hammer, fibriser and breakdown and

- that steps would be taken to minimise baoasse consumptron

»"‘:C()nsumpttou of .steam R

- 217 -As already stated, these mrlls generate in house power using bagasse as
- fuel in the boiler. As per norms, for' generation of 75 units of power, one

tonne of steam is to be utilised. The details of power generated and steam

' used durmg the ﬁve years ended 31 March 2005 are given in Annexure-10.

g It could be seen from the Annexur e, that the consumptron of steam has. always

(except in 2001-02 for TASCO) been. more than the norm prescribed. This

- résulted in extra expendlture of Rs 2. 62 crore durmo the ﬁve years ended 31
. “March 2005 ; - .

The Govemment stated (August 2005) that the steam produced in the borlers _
“was used for generation of power in the turbine and the exhaust steam from
- the turbine was used for processing of sugar. _The Government also stated that -

the mllls had taken steps to install steam- inflow meters.”- The reply is not
acceptable, as the.excess consumptron has been worked out after taking ‘into

.account the fact that - only 60 per. cent of steam productlon was utrlrsed for__ :

power generatron

L Consumptton of power

-+ 218 < For the productlon of sugar these mllls use power generated with-
- ,bagasse as the fuel and for the balance requrrement power is purchased fromr
. Tamil Nadu Electrlclty Board The norm for. consumption of power in sugar
N productron is 21 units per tonne of sugarcane crushed The details of actual
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power consumed by these mills during the five years ended 31 March 2005 are
given in Annexure-11.

The consumption of power in excess of the norm resulted in extra expenditure
of Rs.1.48 crore during the five years ended 31 March 2005.

TASCO stated (March 2005) that computed with reference to the norm of 21
units per tonne of sugarcane crushed and after excluding non-factory and non-
seasonal consumption, there was no excess consumption of power. The reply
is not tenable, as the norm of 21 units had been fixed after taking into account
all these factors.

PSM stated (May 2005) that the consumption of power over the norms was
due to frequent breakdowns and insufficient sugarcane availability. The reply
is not acceptable in view of the fact that both these reasons were avoidable.

2.19  As per the industry norms, repairs and maintenance expenditure should
be at Rs.30 per MT of sugarcane crushed. The actual expenditure incurred by
these mills was always more than the norm as indicated below:

Year Sugarcane crushed (In MT) | Actual maintenance | Excess expenditure Extra expenditure on
expenditure per over the norm repairs and maintenance
tonne of sugarcane (Rupees per MT) over the norm (Rupees)
crushed (Rupees
per MT)

TASCO PSM TASCO PSM TASCO PSM TASCO PSM
(AASM) (AASM) (AASM) (AASM)

2000-01 4,11133 434,774 31.40 38.26 1.40 8.26 5,75,586 3591.233

2001-02 3,76,230 4,40,060 37.85 3771 7.85 7.71 29,53 ,445 33,92,863

2002-03 4,19479 434,038 3240 4287 240 12.87 10,06,750 55,86.069

2003-04 3.71,063 2,04,788 39.78 37.12 9.78 7.12 36,28.996 14,58,091

2004-05 291,319 2,75711 46.83 21.15 16.83 - 49,02,899 ---

This resulted in extra expenditure of Rs.2.71 crore. The main reason for high
repairs and maintenance expenditure, as analysed in audit, is overaged
machinery, which are long overdue for replacement. The Company accepted
(May 2005) the facts.

2.20 The other major factors which affected the operational performance of
these companies were as follows:

* The average sales realization per quintal of sugar under both levy and free
sale sugar quota was always less than the cost of production (except for
realization from free sale sugar quota by TASCO in 2004-05).

» The average sales realization per quintal of free sale sugar obtained by
both the mills during the five years ended 31 March 2005 was always less

than the All India and State realisation.
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P -jloss ofle 2 39 crore on the blocked funds S A
- o The two m1lls held .an averaoe lnventory of 5 71 860 qumtals of suoar—w' ‘
- receipt of release ‘orders from Government of India, the mrlls 1ncurred anj R
o lnventory Carrymo cost ofRs 1.0. 39 crore: per annum: L e

s The compames have not been able to reduce the staff strenoth Farlures to;f
" - do so have deprrved these compames of annual savmos of Rs 1. 25 crore

' e “.'l’he State- Govemment banned (May 2001) e\port of molasses to otherf '

- dlue to non-r ecenpt ot'release or ders t'rom the Goven nment of Hndha

Dunng the three years ended 31 March 2005 the mllls could not sell - f_ S
- 65,411 quintals of sugar valued at Rs:8.30 crore within the permissible- - == ST
time; resulting in the. lapsmg of the release- order and consequent mteresti TIPS

= valued -at Rs.69. 27 crore; representing erght months sales. ‘Due to non- »

e ’l‘hese compames ‘have been enoagrno casual labourers in sprte of havmo' S

,{i_-e\cess staff strength and-incurred Rs.1. 51 crore on thlS account durmv the, -
+ four years endmg 31 March 2004 e T LT '

.- States to.ensure: avarlab111ty of sufficient quantity . 0’ local ‘Indian Made:*’_' oo
-,Foretgn Liquor (IMFL). -units but suggested a rev1ew once. ‘the- stock- -
“position .of molasses was: comfortable The. compames have nof.sought . T
“*review: of :such ban so far- (September 2005)" in; spite of - comfortableg;‘f-.;
" molasses stock posmon prevarlmo n the State et o

-~ The- openatnonal penl’onmance ot’ the two sugan mrlls was advexsely-"i‘_ TimEee
al‘t‘ected due to-shortfall in ‘the- pnocunement ‘of" sugan cane, which Was;_,r. . L=
attr uhutable to-the inordinate: delay in mal(mg payment for-the sugan cane ]
- procured; the State Gover nment’s directives for the payment of. the Stat o
Advised Price’ (Whuch was more than the Statutory Mnmmum Pri nce ﬁxe ]
by the Govemment of lndra) and” transport subsndy to the sugancan
gr owers by the State Puhhc Sector sugar -mills ‘cast an: ‘additional financlal; ) E
burden on the companies. ‘The: compames f'uled to achreve the hudgeteda e
pr’oductnon, low cr ushing rate ‘tnd foss of | pr oductnon hours more than the . S
norms resulted - ln loss- of contrnbutﬂon ~The. consumptnon of . bagasse,‘_f:
steam and poOwer was mone than the - noams The compames were 3
bur dened ‘with huge mventory and consequent mventory car rymg cos

e ':The companies ‘need. to tahe el”l'ectlve steps o increase. _the
.. procurement of sugar cane to. ensune that the nnstalled capaclty ﬁ'onii"“ B

-sugarcane cr ushmo is utnhsed in t‘ull

R j,"E‘he State Gover nment should rermbm se the extna t‘mancral bur denr-’_l-,

. ‘borne by these compames on payment ol‘ the State Advised Pnlce and:’ '

- tr anspon t subsrdy

. ei:.;jThe compames need to take steps to stuctly adhene to the nonms l'on' f

-.*loss ot' productlon homs and consumptlon oﬁ‘ hagasse, steam and’r.\
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Aiidit Report {Coiitinercial) for tie year endéd 31 March 2005

31 The wmd power programme in Indla was mmated towards the end of
the Sixth Plan in 1983-84. As per the latest estimates, the total wind power
~ potential in the country had been estimated to be 45,195 Mega Watt (MW) and
the exploitable potential (technical potential) 14,000 MW, the share of Tamil
Nadu is 3,050 MW and 1,880 MW respectively. In respect of gross’ potentlal
the State ranlxs seventh in the country and in technical potentlal thlrd

Government of Tamil Nadu, realising the potent1a1 of harnessing wmd energy,
set up (1986) 67 wind monitoring stations, out of which 41 were identified and
declared as potential sites. Only 20 sites have been explorted so far; the

- remaining 21 are yet to be exploited.

32 . Tamil Nadu Electricity Board (Bo'ard) set up (January 1986) the first
demonstration windmill project at Mullakadu near Thoothukudi with 10 Wind
Electric Generators (WEGs) and a capacity of 55 Kilo. Watt (KW) each for
" generation of power. .As these demonstration windmills proved successful, the
‘Board established 109 more WEGs (between September 1986 and September
1993). The Board did not install any demonstration WEG thereafter. The
total capacity of the Board’s windmills as on 31 March 2005 was 19.265 MW.

Based on the good performance of these WEGS, a number of private industries
' situated in Tamil Nadu and other States started installing WEGSs in. Tamil
Nadu from 1990-91. The cumulative capacity addition by private WEG -
promoters up to March 2005 was 2,020.96. MW, whrch was 99 per cent of the
total capamty 0f 2,040.225 MW -

3.3 : The Board e‘{tends the following options to a prlvate WEG promoter :
s To sell the entire wind energy power generated-by him to the Board.

e To adjust the wind power energy generated with the industrial High
Tension service consumption - of his own or sister concern situated
anywhere in the State after deducting five percent of gross power towards

. commission (wheeling charges). In case, the consumption in HT service
was less than generation, the unadjusted power could be sold to the Board
'or banked for future adjustments. :

34  The Board is required to create/establish/enhance the infrastructure
~ facilities (e.g. setting up of sub-stations, enhancement of power transformers,
- laying/strengthening of transmission lines, etc) to evacuate power generated
. by WEGs. The Board has been levying Infrastructure Development Charges
(IDC) on the basis-of the capa01ty of the WEG to be set up to meet the above
expenditure.
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3.5 The Board has been purchasing power generated by the windmills
from 1990-91. The purchase of wind energy power from the private WEGs by .
the Board and the adjustment of the same with the consumption elsewhere
during the five years period ended 31 March 2005 were reviewed during
December 2004 to March 2005. Audit checked the basic records of all wind
farm Sub-Stations (SS) and the Electricity Distribution Circles, in which
WEGs were situated. :

3.6  Audit was conducted with a view to ascertaining whether:

o the Board followed the general guidelines of the Central and State
Governments in the creation of infrastructure facilities for planned and
sustainable growth of wind energy power; and

¢ the Board had taken into account its financial interest also in purchasing
wind energy power.

3.7  Audit criteria considered for assessing the achievement of audit
objectives were to examine:

e Compliance of regulations/guidelines issued by the Central and the State
Governments;

e Reasonableness of various charges collected from the private WEG
promoters for development of infrastructure facilities;

e Effectiveness of the internal control system for adjustment of wind energy
power.

3.8  The methodology adopted for attaining audit objectives with reference
to audit criteria were scrutiny of’

e Guidelines issued by the Ministry of Non-conventional Energy Sources,
Government of India (GOI) and Government of Tamil Nadu;

e Power Purchase Agreements (PPA) entered into by the Board with the
private WEG promoters;

e Board proceedings;
e Records relating to pre/post commissioning of WEGs;

e Visit to wind farm sub-stations;
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r'fr».Audit;Repbt"t (Cormrrérlfr'al).fpr‘tlie‘ year'e;tded 31 March 2005 - -

° "-}Wrnd energy power generatlon statements

o Purchase/ adjustment of wrnd energy power records

° ][ssue of audrt enqumes

o, V,Interactlons with the Board

L Audrt ﬁndmgs as a. result of test check were reported to the
"‘Board/Govemment in June 2005 and discussed in the” meetmg of the Audrt‘ L
Review- Committee on Public Sector Enterprrses (ARCPSE) held on 8 August - .- ST
2005. The meeting was attended by the Secretary; Energy - Department, © =" 7
Government of Tamil Nadu -and the Chairman of ‘the Board. - The views ‘.
_ expressed by the members have been taken 1nto consrderatlon whrle ﬁnahsmg T

-the revrew

'Audrt ﬁndlngs are drscussed in: the succeedrng paragraphs

- 39 The Board -enters mto separate Power Purchase Agreements (PPA)_;"T__:;‘;-*'_"".'_
" with each WEG promoter ‘Some of the common and 1mportant provrsrons "

ontarned in the PPA are. glven below: -

e 'The power. generated by the wmdmrll is purchased at the rate of Rs 2 70 ol

per unit on monthly bas15

e f If the wind” energy promoter wants to adJust the wmd power generated N

*with the consumption towards his HT servrce connection elsewhere in the

- State, five per . cent of the gross energy enerated_ by “the wrndmrll st

o deducted towards wheeling charges

i o 1WEG promoter has always to marntam the power factor above 0 85

o WEG promoter has to prov1de two separate meters one for export of ,
- power generated by the w1ndm111 to the gnd and another for- 1mport of

~power from the grid. .

310 . The details of wrnd energy power generated adJusted w1th the R
_consumption elsewhere in the ‘State and purchased by the Board during the e

7 ﬁve years ended 31 March 2005 are grven below 2

. Year - Gener_'ationv‘ fAdjustedV 'an’r‘:chased— ] 'tAdjustcd i -Purchased
] S ) v (Units in lakh)? o B (Pcruntagc of gencratron)
1200001 | 110126 | 75621 34505 S| e867 - |1 3133

1~ 200102 | 125187 -| --871.09 | @ .38078 | . 6958 | 3042
200203 | 128327 | 87891 | 40436 | - 6849 | 3151 - 1
| 200304 | 1,72057° | 1,17585 | 54572 | 6830 | 3170 -
200405 | 254480 | 168265 | 86215 | 6612 | 3388
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Fixation of lower rate - -

_ of recovery for
- Infrastructure o
Development - -

- " Charges resulted i in
"~ short recovery of -

-+, ‘Rs.58.67 crore. =~ .

- Inthis regard, folloWiné 'deservemention:- '

» '-'\'

1

|-

. _Infrastructure Development Clmrges i

311 The Board has been collectmg Infrastructure Development Charges _
- - (IDC) from private entrepreneurs based on the capacity of WEG to be set up.
- - IDC was revised four times between March 1993 and ‘September 1997, but

was not revised- thereafter till July+ 2004 ‘The Board Tevised the IDC from s

- - Rs.15.75 lakh per MW 1o Rs. 25.75-1akh per . MW. (mcludmg Rs.0.75 lakh per -

MW for_ ‘capacitor banks) with effect from 21 August 2004 on thls belng

“pointed out by Audit ¢ anuary 2004)

[

~H;157;":Aud1t notlced that: ‘ } S “

‘o due to. delay in rev1smg IDCV the Board could not recover Rs 18 89 crore,

as computed by the Board

B e the Board fixed the recovery rate’ of Rs.25 lakh per MW even thoughit . -
° estimated.an expendlture of Rs.46.06 lakh per MW ... The teasons for: ﬁxmg L

- lower rate of recovery were not. avallable on record -This resulted i in short
‘ recovery of Rs 58. 67 crore S0 far (March 2005) ' '

o The Govemment stated (Auoust 2005) that the value of Rs 46.06 lakh per MW
" “was not a realistic figure; the Board had collected Rs. 24.41 crore and Rs. 230.
‘.- crore as. IDC in 2003-04 and 2004-05 respectrvely but spent only Rs.9.39 crore
.~ and Rs.53 crore durmg the period. ‘The:reply is not acceptable in view of the
~_ fact that IDC of Rs.46.06 lakh per. MW was computed by the Board as
- recorded in its proceedrng held on 18 August 2004. Further, the expenditure
. stated to have been incurred did not include. expendlture on transmission lines .
7 :-and installation of transformers. The reply is also silent about Transmission -
~.and Dlstrlbunon works wblch are in progress. The fact remains that there has

been a short recovery of R558 67 crore: towards IDC from the prlvate

' entrepreneurs Lo
T VLmkmg of WEGs to Board ’s gﬂd

312 Power from wmd energy is an 1nﬂrm power Viz;, 1ts avarlablhty is not

continuous.” The Mlnlstry of Non-Conventional Energy Sources; GOI had -

" issued various instructions/ guidelines from time to time (relterated in the form - -

. of Best Practices Guldehnes issued in- December 2003) to ensure that.the. .-

© - capacity - growth in wmd energy- power is monitored, controlled and'did not = .
. hamper the: generatlon of power from other sources: These guidelines, infer .

“alia, strpulated that - adequate wind' power: ‘evacuation - facility should be

~ provided by-the utilities concerned :in-identified potentlal areas-in the States

..~ “and wind energy prOJect should be commissioned only’ after facilities for rated

L rcapacmes had been prov1ded and the system was properly connected to the

| “grid.-

et 17| n =« Clidpter-IIL:-Review relating to:Statutory cor| oration- .



. .. Audit Report (Commercial) for the year ended 31 March.2005

Audlt noticed that;

e - against the. power evacuatlon facilities avallable for l ,286. 050 MW in 11
out of the .above 20 sites developed so. far, the Board permitted
commissioning of WEGs with a total capacity of 1,716.160 MW. This

“resulted in overloading, leadmo to frequent tripping of transformers and
load shedding; .

e in order to avoid overloadmg of the Shenbagaramanpudur (SR Pudur) SS,
the Board decided to construct. a sub-station at Sankaneri at a cost of
Rs.15.07 crore. Even after commissioning (September 2004) of the
Sankaneri SS, overloading of the SR Pudur SS did not-come down as there
was no proper.power evacuatlon facility from the Sankaneri SS to load
centres, » :

- o in the unexploited 21 sites, though power evacuation facilities were

available for 377 MW, no- WEG have been commlsswned so far
- (September 2005).

The Government stated (August 2005) that due to enormous capacity |
additions, the Board was unable to keep pace and provide immediate power’ -
evacuation. The wind energy development was not uniform and predictable; .

“lead time of at least 1 % years was essential to develop infrastructure facilities.
- The Government further stated that the Board did not restrict any developer

from choosing a site. This indicates that the Board .did not have an
appropriate, . perspectlve pohcy for balanced and sustamable growth of wind -

energy power.

- 3.13  Based on the suggestions of the Ministry of Non-conventional Energy
. Sources (MNES), the Board. fixed (December. 1995) the purchase price of
- wind energy at Rs.2.25 per unit with effect from 1 December 1995, with a
* provision for five per cent annual increase over the previous year rounded off

to the nearest five paise. In 2000, the purchase price had become Rs.2.70 per
unit. At this juncture, the Board reviewed the purchase price vis-a-vis the
concessions extended to wind eneroy generators and its own financial position

- and decided to peg the purchase price at Rs:2.70 per unit for the subsequent
five years from July 2001. The next review is due in July 2006.

_ Audit noticed ‘that while suggesting the base price for wind energy power at

Rs.2.25 per unit in 1995, MNES did not take into account the cost of .

-generation, which should normally be reckoned. for fixing the purchase price.
- Even while deciding to peg the purchase price at Rs.2.70 per unit, the Board
- did not consider this aspect. The financial impact, thereof, could not be

ascertained in audit. In this connection, it is pertinent to note that in case of-

- 'purchase of power from Independent Power Producers (IPPs), the purchase
~price is fixed based on the cost of generatlon :
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The Board paid
R&.3:20 crove for the
power purchased
from Wind Electric
Generators, which
did not have -
permanent
connectivity with’ th(,
‘Board’s grid.

T

Failure to deduct for - - -
line loss on purchase

~of wind energy power
resulted in extra
expenditure of
Rs.12.96 crore.

. Non-(le(luctmn for Ime l’oss

e "Clhii};té;'iﬂl Réview relatmgto Statutory corporation

Payment for power genemte(l by WEGs

' 3 14 Whrle g1v1ng No Objectlon Certificate (NOC)/lssumc taken on record

. letter it is clearly stated by the Board that the WEG would be connected to the
grid 'only on completron of permanent feeder arrangement or permanent -
‘connectivity.. In order to enable a WEG promoter to avail of various tax and
other benefits; the Board connects the WEG to its grid for starting and

*commissioning purposes only ‘After the trial run period, the Board would
.. disconnect the WEG from its. grid and reconnect the same to 1ts grid only after
. permanent connectlvrty cond1t1ons are’ ﬁjlﬁlled

Audlt test checked 90 out of 192 and 128 out of 423 WEGS in Udumalpet and
Tirunelveli-divisions respectively, for which the Board gave connectivity for

- trial Tun/commissioning in March 2004 (354 WEGs)-and September 2004 (261

‘WEGSs). Audit noticed 1that the Board had given permanent connectivity to

191 WEGSs only till. March 2005 and that too, after S1 days to 10 months from -

the date of commissioning/trial run. For the remaining 27 WEGs, the Board
had "not given permanent connectrvrty till March "2005. The Board paid

" Rs.3.20 crore to the promoters of these 27 WEGs for the power generated by

them. It was also notxced that the Board did not maintain proper records to

indicate that the power generated by these WEGS was actually received by the

. Board

- The Government stated: (August 2005) that the tie-up approvals were given
_ either as temporary or permanent, depending upon the availability of power -

evacuation facilities and the possible wind generatron The reply 'is not

~acceptable in view of the fact that MNES guidelines clearly ‘stipulate that
- WEGs should be connected to the grid only- after permanent evacuatron
«facrhtles were made avallable in accordance with the clause in the PPA

- 3.15 In respect of those WEG developers who opt to sell the entire wind
- power generated by them to the Board, it pays for the power based on the
- -meter readings taken at the WEG end.. No deduction towards line loss-in the
~ interfacing line is made! Audit analysis of ‘the meter readings taken by the
Board at the WEG end and at the SS end (which are connected by 11/22. KV~
“dedicated feeders) durmo 2000-2005, revealed that the reading at the SS end
was always less than the reading at the WEG end. . The average difference

between these two pomts was. 3 68 per cent of the reading at the SS end.

. Audlt notlced that in the case of co-generatlon power and capt1ve power

generation, two per cent of the energy sold to the Board is deducted towards

line loss. Hence, the Board should have deducted at least two per cent of the
wind energy power sold 'to the Board towards line: loss as in the- case of co-
- generation and captive power generation plants. Failure to do so resulted in
~ avoidable extra expenditure of Rs. 12 96 crore during the ﬁve years ‘ended
31 March 2005. ’

The Government stated (August 2005) that as several ‘windmills were
connected to each feeder 1t was not possible to calculate the md1v1dual loss for
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Non-deduction for
transmission and
distribution losses on
adjustment of wind
energy power led to
revenue loss of
Rs.204.87 crore.

Audit Report (Commercial) for the year ended 31 March 2005

each windmill. The reply is not acceptable as there is line loss in the
interfacing line and two per cent is deducted as line loss in respect of power
purchased from co-generation and captive power plants.

Absence of provision to disconnect idle WEG's

3.16 Audit scrutiny of WEGs lying idle for more than 12 months as on
31 March 2005 revealed that 141 WEGs with a total capacity of 36.86 MW
were not running for periods ranging from 12 to 116 months in Tirunelveli and
Udumalpet divisions. Further test check revealed that in Vadakkankulam and
Perungudi wind farm sub-stations, 13 WEGs with a capacity of 3.700 MW
were not running, while in the same sub-stations applications for
commissioning from 18 WEG promoters with a total capacity of 13.850 MW
were pending. As there was no clause in the PPA to disconnect WEGs that
were remaining idle for long periods, the Board could not effectively utilise
the power evacuation facilities available.

The Government agreed (August 2005) that the Board was not empowered to
disconnect the services as there was no such provision in the PPA.

Transmission and distribution loss

3.17 The Board in the initial stages considered installation of windmill
similar to setting up of captive diesel generating set in a factory premise. The
transfer of energy from the windmill to the place, where the developers require
power, was considered to be “displacement” and therefore, no reduction
towards line losses on transmission was made. After deducting two per cent
of the energy generated towards commission, the balance energy was made
available to WEG developer for adjustment. This commission was increased
to five per cent with effect from 27 September 2001, after a lapse of 15 years
and there had been no further increase till date (September 2005).

There has been huge increase both in the installed capacity of private WEGs
and power generated by them. By the end of 2004-05, the installed capacity
was 2,020.96 MW and wind power generation was 2,544.80 Million Units
(MUs). In view of this, the concept of treating transfer of power as
“displacement” was no longer relevant. The Board should have considered
levying wheeling charges of at least 15 per cent, which was being charged in
such cases from other sources like co-generation and captive power
generation. Failure to do so resulted in revenue loss of Rs.204.87 crore during
the five years period ended 31 March 2005.

The Government agreed (August 2005) that the line loss up to 11 KV level
might be about 10 per cent and further stated that in order to encourage Non-
Conventional Energy Sources, wheeling charges were levied at five per cent
according to the guidelines of MNES. The reply is not acceptable in view of
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. Absence of effc"ctive B

i Internal Control

. led to revenue loss of

Rs.8.76 crore. - -

e fUndue beneft 16" WEGs e

' 'Internal control sy.stem '

o L ST Chapté;-ffl Review relrt_'_t_irré to :Sttrtjttprji corp(r:‘at'ibrr

~' fthe fact that there are no; MNES gurdelmes in- th1s reoard Further 15 per cent
 “‘wheeling charges are bemg levred in respect of purchase of power from other -
"]--sources S e _ i , o

l
[
l
l

3. 18 For- the adjustment of w1nd power enercry generated by the WEG, =
- meter readings of the power generation are. taken by the Assistant Executive
- Engineer ‘and: detalls are: forwarded to v»the c1rcles where the adjustment is

o . , ST carr1ed out Audlt notrced that
" {" System in'adjustment -
- of wind energy power

‘e .in 22 cases, the adjustment was el fected for the WEG power in e\cess of

the -quantum of power wheeled by them resultmg in revenue loss of .

- _R5876crore

"o in three cases; the WEG power valum0 Rs 3. 54 crore was adjusted agamst S
.~ the consumption of three HT services although this wind- power was stated o
L -_'to be generated in c1rcles where there were no wrndmrlls S

- These cases show that there was no effectlve mternal control system to ensure -
o "the proper adjustment of power : o SR

e While: acceptmg the audrt observatlons the Government replred (Auoust 2005) .
- that steps. were being taken to provide remote meters and send-the readings
_~ - _through e- marl and further to computense the entlre Wheellng/banklng
' f'i*”;-procedure e : : '

\}_::_,3 19 WEGs bemo mductrve in nature draw reactrve power from the orrd o . I
.. ‘which. they. afe connected.- “When WEGs. draw . more. reactive .power, .the ..
voltage level of the’ grld falls t6 low. levels. - “The. drawal of reactive power if- T
. not controlled; results not only in poor quality of power supplred (due to grrd S
-.drsturbance) but also endanoers the safety of the grld ST

ln order :to- partrally cqmpensate the Board from the. drawal of excessrve: ST
- :..~Teactive power by-WEGS,’ compensat1on charges at the fate of 10. palse per unit..-
- = of reactive- power drawn ‘by WEGs was: levied - (June- 1995) This® was
. -~ enhanced.to 30 paise per unit-in October.1999 and-further enhanced to Rupee - -
* . -.-one -per unit -in: April . 2000 Aggrreved by: this: enhancement,- the WEG:
"~ promoters’ ﬁled (November 2000) a. wrrt petltron challenomo the enhancement .

. inthe Hrgh Court Chenna1

22259

L -'_;:-The Court whlle upholdmg the™ enhancement of compensatron charges -~
.. "~directed that the enhancement from 30.paise’ per unit to'Rupee one per unit of -+
. reactive-power drawn by WEGs would be made applicable only to those WEG: - -
i promoters: who did not maintain. the Power Factor-(PF) of 0.85 to; 1 OO The L
e 3Board however did not_ 1ssue any amendment to thrs effect . o

: On the other hand the. Board divided (November 2002) those WEGs who d1d 7 a
- not marntaln the PF- of 0. 85 to 1.00, into- two categones viz., partrally erring .
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- WEGs (who draw reactive power up to 10 per cent.of power exported) and
eerring (those who draw reactive power more than 10 .per cent of power
-exported). . The compensation charges -fixed for erring' members was Rupee -

- one per unit and for partlally errmo members it was. 30 palse per unit of
reactive power drawn.

The action of dividing the erring WEGs into-two categories was neither
contemplated . by the Board earlier nor warranted by the Court judgement.
“This resulted in an undue benefit of Rs.10.78 crore to those WEGs, who did
not maintain PF of 0.85 to 1.00, but drew reactive power up to 10 per cent of
power e\ported during the four years ended 31 March 2005 '

The Government stated (August 2005) that the ]Board s aim was to curb
drawal of reactive power by offering some type of incentive to the WEG
promoters, who had reduced reactive power drawal. . -The reply is not
acceptable in view of the fact that the Court’s directive: to levy/enhance the
- compensation charges to the WEG promoters who did not maintain the PF of
0.85 to 1.00, was not complied with. The fact remains that not invoking the
‘Court judgement in the proper spirit, has resulted in undue benefit of Rs.10. 78
- crore to partially erring WI:G promoters as categorised by the Board. ' '

The private wind energy generators accounted for 99 per cent of the total
- installed capacity of wind energy in the State as en 31 March 2005. The
Board failed to carry out balanced development of all the identified
potential sites, resulting in imbalance in the generation and evacuation
facilities in seme areas. - The recovery of Infrastructure Development
Charges from the wind emergy generators to create/establish/enhance
evacuation facilities was not adequate. The Board failed to recover line
-loss and distribution loss incurred by it on the evacuation of pewer from
wind energy generators, as was being done in respect of other co-
generation, captive power plants and independént power producers.
Internal control in respect of adjustment of wind energy generation was
found to be deficient. L - :

S Stepsrshouﬂd be taken to develop all the potential sites to correct the
imbalance between generation. :md evacuation facilities.

e: The Board should ensure that : recovery of Infrastr uctme Deveiopment
Charges matches the expenditure incurred on this.

o Line and distribution loss from the wind energy generators should be
recovered as is being done from other power producers. '

e The Boand should strengthen internal ‘contrel systems in respect of '
adjustment of wind energy gener atlon
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Important audlt ﬁndmos notlced as a result of test check of transactrons made -
by the State Govemment compames/Statutory corporatlons are 1ncluded n thls L
Chapter o

‘| Failure to negotiate concession -with" the oil companies‘ies’uﬂted'in an |
|'avoidable excess payment of Rs.27.17 crore towands Centn aE Excnse duty ‘
S and Salles t'tx 01 the concessnon amount ‘ : S '

. State Transport Undertaklngs (STUs) purchase H10h Speed Dresel (HSD) 011 B
.. +from - -Hindustan ' Petroleum Corporatlon Limited " (HPCL), : Indian 0il -
. «Corporation. - Limited (IOC) and * Bharat ‘Petroléum Corporatlon lerted?”
(BPCL), all Central- Public ' Sector 4Undertak1ngs ‘All the oil companies

extended a concession of Rs 700 per kilo litre from 1- October 2003- (which

- was mcreased to-Rs.1 ,250. per kilo litre with effect from 1 Apr11 2005) on the -
- endpriceie.; 1nv01ce value mcludmmthe elements of Central E\Clse Duty and .
: ﬂSaIes’J[‘ax -f S SR SR .

A
1

vSectlon 4 (a) (r) of the Central Exc15e Act 1944 (Act) on valuatlon of ,
excrsable goods for purposes of chargmg excise duty, however, stipulates that ~
“where, in accordance with the nor mal practzce of the wholesale trade in such

- goods, such goods are sold by the-assessee at- dszerent prices’ 1o dszerent o

classes of buyers each sich price’ sha/l be deemed 10.bé the normal pnce of :

. such goods in )elatlon /o each c/ass of buyers - : :

!

As the oil compames extended the concessmn in the- normal course of whole' e
“sale . .trade, " ‘the:. _deemed normal . price - for chargmg Central' ’

‘.
.
i
1

R Metropohtan Transport Corporatlon lelted Chenna1 State Express Transport:'-
- . .Corporation- Limited, - Chennai, Tamil - Nadu- “State .- Transport - Corporation .

.A ~ (Coimbatore) Limited, Tamil Nadu State Transport Corporation (Madurai) Limited,
Tamil Nadu State Transport . Corporatlon (Salem) ' Limited, Tamil Nadu- State

Transport Corporatron (Vlllupuram) Limited and - Tam11 Nadu State Transport v

Corporatron (Kumbakonam) Limited:

-.‘39?
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\ . Audit-Report (Commercial) forths yearseiided 31 March'2005 =~~~

o "Excrse Duty and Sales Tax on HSD 011 purchased by the STUS should have ST
‘ .'ﬁ"been arrived at after” allowmg concession in terms of Sectlon 4 (a). (1) of the - e
. Act. The STUs however farled to negotrate with the oil companles toallow = o7
_ .concessmn on: ‘the basic price before charging Central- Excise Dutyand: Sales.
" - Tax in terms of the aforesaid: provision. This-resulted in ‘an ‘avoidable excess. . == =2 - .
- payment of Central Excise duty of R$.9.66 crore on ‘the concession'and Sales - . .. .
- tax of Rs.17:51 crore on the concession- plus Central ‘Excise duty on HSD oil’
e purchased by the seven STUS between October 2003 and June 2005

: ';?The matter was: reported to the compames/Govemment 1n August 2005 therrj-? e
:,replles had not been recerved (September 2005) T

. The Company. extended undue beneﬁt ot‘ Rs 9. 56 crore, while entering
2 into an agneement tl'or the lease ot’ Gover nment land to a jomt ventune
L progect Tt

N ‘The Government approved (July 1990) establrshment of a software centre in T

' i "~ joint- sector- by the Company in assocratlon w1th a prlvate promoter and*»fﬁ ;

- allotted" five acre of -land ‘to the Company . The ' Government’ permlttedj_‘_‘

‘(.lanuary 1991) the: Jornt venture company viz., Elcot New Era Technologies - -

-~ " Limited (ELNET) to_enter upon, the land. pendln0 final orders on sale/lease of ~
- the sard land ]ELNET took possessron of the land n February 1991

B :"-—ELNET constructed a software park and commenced commercral operatlon m&' ST e
- 1996. After protracted correspondence ‘the Government ahenated (14 January e
St 1999) 3.34-acre of land out of five acre allotted earlier. The Government fixed- ~~
-7 (April 2000) the land value at Rs.19, 60,820 per ground (Rs:3:56" ‘crore per .
~ acre) for the land and asked the- Company to remit the amount. The extent of LT
~land with ELNET was found (June 2004) to be 3.10 -acre; as the’ remamlno ERUT R
'land was handed over to Chennar Corporatron for w1den1n0 of the road R

- As per the terms of allenatron order the land could not be leased out by the-.- e e

*- Company without the prior; approval .of the. Government..” The- Company, . ... = 7

- howeyer, decided (February 2001) to-lease. out the land.to ELNET for90years-— - . . 1.

- . on a one time lease deposit of Rs.14.29¢crore; 'ELNET paid-Rs.5. 19 crore’ m: e
mstalments (between May 2000 and July 2003) to the Company :

SH r'l‘he Company entered (September 2004) 1nto an, agreement wrth ELNET for S
- - the lease of 3.10 acre (56.27 grounds) of land for 90 years from 14. January

1999 (the day on-which land was ahenated to-the Company) without getting~ .~ =«
the approval from the Government. ELNET paid (September 2004) Rs.11.03 - 2o -

-~ crore.as one fime lease deposit and Rs.35.85 lakh as lease rent (at the rate ofr Sl
seven per cent) for the per1od from 14 February 1991 0. 14 J anuary 1999 SR




T e ‘._;:?,Ei;;;(;f{mptetf;lvl{'sﬁr?rrls(r’clriansAAuditA‘Qb.refvdtiolilr
_-Audrt analysrs revealed that as per the existing provrsrons the Company L
“should have collected” the followmg amount from ELNET for. leasmg of the =

ﬁland

e Annual lease rent of Rs 2 23.¢ crore|on ﬁve acre from 14 February 1991 to - : ,
14 January 1999-and on 3.34 acre from 5 lanuary 1999 to 25 Apr1l 2000 © e
- at 14 per cent of market value of Rupees two lakh per ground ﬁxed by the- e

‘.- Collector, Chennai in June 1991; _
-~ Addrtlonal surcharoe of Rs 42, 66 lakh on the lease rent

S Interest “of - Rs. 7 26 -crore (at 121 l per “cent per’ annum) on- lease rent,
‘ additional surcharge and .one time lease deposrt for the period from Aprll
”2000 to. September 2004 :

~ Failure of the Company to collect lease rent for the ‘entire - land used by
- ELNET, additienal surcharge as. cess1 interest on belated payment of lease .
-~ rent/lease: dep051t as per the existing rules/provrsrons resulted n undue beneﬁt:» -

o -0f Rs.9.56 crore to ELNET. -

: R The Company stated (Aprrl 2005) that the State Govemment had alrenated
3.34 acre of'land to it'and that it- would bé proper and Justlﬁable that lease rent

was collécted for the Jand alienated.. The decision to collect lease rent at seven

. per cent -of the land’ value -was taken after due dehberatlon and consrderatron
and the. rate was reasonable S R

: The reply is’ not acceptable in vrew of the fact that lease rent for Government :

~land Wwas to-be collected at. 14 per cent of market value of the land, if the same

- was used for commercral purposes, as per the existing rules.” Since ELNET

_ had used the land for commercial purpose, lease - rent- should | have ‘been -
“collected at 14 per cent of market value. Further, the: Company had assured

. (January: 2004) that the Government could. charge lease. -Tent. at
.~ 14_per cent of land value for five acre “from 14 February 1991 to 14 January S

| "'1999 and for 3. 34 acre from 15 .lanuary l999 to 25 March 2000

The matter was reported to the Govemment m Aprrl 2005 therr reply had not '
- been recelved (September 2005) co '

,lnoxdmate dehy im mvrtmg tenders l'on dl'y—doclémg n’cpaus and

i rmpon tmg span es: resulted m avordable extxa expendrture ol' Rs S 12 cn me |-

‘The Company uses its three ShlpS besrdes chartermg prrvate ShlpS on. need'

" <": basis to- transport.coal on behalf of ’l‘amll ‘Nadu. Electrrclty Board .(TNEB)

-~ from the- load ports in: Eastem lndra to the drscharge ports at- Chenna1 and -
“‘w"l‘utrcorm N 1 : S S




Audit Report (Commercial) for the year.ended 31 March 2005

The ship .“Tamil Periyar’ was due for dry docking and other major repairs in
~_-August 2002. The Company requested (July 2002) the Director General (DG)
Shipping; Mumbai for.extension of time up to December 2002, for carrying:
out dry docking repairs, citing the urgent need to supply coal to Tamil Nadu

" Electricity Board (TNEB) and non-availability of dry-docking shipyard. Audlt. o

.analysrs revealed that the Company was aware of the facts that:

o extension of time for dry dock repalrs oeyond December. 2002 would not
be granted by DG (Shipping); . :

e the lead time for,ﬁnahsatlon of globai tenders for dry docking was two
months; and for procurement of spares/paints, it was 45 days o

In view of the above facts, the Company should have taken 1mmed1ate action
to invite and finalise global tenders for dry docking immediately after writing
to DG (Shlppmg) for extension of time. The Company, however, did not do
so and invited (29 October 2002) global tenders for dry docking repairs only
“after receipt (18 October 2002) of extension of time by DG (Shrpme)

The Company issued 3o December 2002) a ‘work order on Western India
Shipyard Limited, Goa (WISL) for dry docking and major repairs. The work
order stipulated a period of 55 days from the date of dry docking (30
- December 2002) i.e., up to 23 February 2003 for completion of dry docking.

- The Company, thereafter placed orders (7 January 2003) for the import of
spares and marine paints through WISL: The spares and paint could be
received in the ship yard between 25 February 2003 and 10 May 2003 ie.,
only after the scheduled period of completion of dry docking. WISL could not
complete the dry-docking in time and the ship could be released on 28 May
2003, i.e., after 148 days of dry -docking as against the stlpulated perrod of 55
~ days.

During the extended period of 93 day's (March 2003, to May 2003), the
Company had to charter private ships for transportation of coal, which.
-otherwise would have been transported by this ship. - This resulted in
avoidable extra expenditure of Rs.5.12 crore being the minimum charter hrre
charges paid by the Company to the prlvate shrps

The Government stated (July 2005) that the Company started the procurement

" process after the grant of extension by DG (Shipping) and after finalising the
shipyard for dry docking. The ship got delayed -due to the very poor
infrastructure and non-availability of critical facilities at the yard for early
completion of dry dock, delayed transportatlon of paints from Singapore due
to outbreak of SARS and truckers strike from 1 March 2003

_The reply is not acceptable as the-Company_ was aWare_of the lead time
. involved in the procurement of spares and paints and as such it should have
started the procurement process immediately instead of waiting for -the
extension. As regards poor infrastructure of dry dock, the reply of the
Government is not acceptablé as WISL was selected only on the basis of
infrastructure facrhtles available at dry dock
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* Y Chiapter-IV Transactioii: Audit Obsérvations

Failure to take effective steps for the necoveny of drffen entnal land cost
resulted in the blocking of Rs 2 43 cnore : :

The Company has been allottmg land‘at its various mdustnal comple\es on .

lease basis. As per the provisions of lease agreement, the lessee had to obtain

~ prior approval from the Company in case of change in management and also
to pay differential land cost, viz., the dlfference between the land cost based on .
‘the rate prevailing on the ‘date of chanoe in management and the land cost
already paid. The Company would i issue a ‘No Objection Certificate’ (NOC)

to the lessee -for the -change in manaoement only - after the payment of

-differential land cost

;-«

- Square D Brotech erlted (Square D) took over. (November 1994) the

management of Ushta-Te-Biotech erljted an allottee of 40.02 acre of land in

an industrial complex, Cuddalore without informing and: obtaining a ‘NOC’

from the Company. The Company came to know this fact only in March
1996, when Square D requested the Company to issue a ‘NOC’. for obtaining

‘loan. The Company asked (May 1996) Square D to pay the. differential land -
cost of Rs.1.20 crore: The Company, however, issued (September 1997) the -
“NOC’ without the receipt of differential cost. - It was only in April 1998 that

Rs.20. Ol lakh only towards differential land cost was pald by Square D.

. The Company cancelled (December 1999) the allotment - due to non-payment o |
of: differential land cost and the mterest thereon The allotment was. restored . -

(Aprrl 2000) after receipt of Rs.47 lakh, with a condmon that Square D should
remit the balance dlfferennal land cost of Rupees one.crore together w1th
mterest - :

|

Audit noticed that the Co’mpany did not, take -effectiv:e? steps to-recover the

“amount except writing letters demanding the balance amount and. interest and
received (January 2004) only Rs.20 lakh This resulted in non-recovery of -
Rs. 2 43 crore (mcludmg mterest of Rs. l 43 crore as on 31 January 2005)

1

The Company stated (July 2005) that the umt was lymg closed w1th gross»

fixed assets valued at Rs.35.14 crore; besides capital work in progress of
Rs.121.80 crore; hence, the balance drfferentlal cost: could be collected with
Interest as and when the unit 1s revrved :

r
l
.
|
l

* The Company Square D Biotech’ Lumted changed (8 August 1997) its name to DSQ
Biotech Limited and again changcd (25 Septembcr 2001) 1t~. name as Ongm AgrOstar
lelted R .
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- Audit Report (Colitliwrcial) fo’r the year-énded 31 Mdrch 2005

: The reply 1s not acceptable as there is no certamty about the revival of the umit.
- Further, the Company is nelther a creditor-nor a-shareholder i n it and as such,

it does not have any control on the disposal. of its assets .

. The matter was reported to the Govemment 1in June 2005 therr reply had not
. been received (September 2005) -

Failure to assess the suntabrhty of imported car tomsen nesulted in: ndﬂe

mvestment of Rs 2.36 cr ore..

"~ The Company imported (May 2000) a sheet cuitter” and ream Wrappmo

.. machine of 50 Tonnes Per Day (TPD).capacity along with a cartoniser to meet S

-+ the growing demand for copier paper. - The cartoniser, havm g packing capacity .+

~ Jof 150 TPD; was an optional component but the Company purchased it at

.. Rs.2.36 crore to dispense with manual packmo The cartomser unit was
installed in November 2001 ' » : =

Audlt ana1y51s revealed that the cartomser unrt remamed largely under—utrhsed

"o in India, universal type packing was more popular than “Lid and Tr'ty

type’ packing and thls cartoniser could ot be used for universal type '
packmg, : ‘

’br;"';:"the“le and - Tray type pacl\lng was 2 new’ concept to: the Indian

| * conditions;” and blank - cartons” tad to "be “developed. - These- newly

~ . multiple handlmg of the cartons during transportation, warrantmo frequent
E 'changes in vendors and in the specrﬁcatlon of- cartons )

. the demand for the. cut “Folio” size paper ‘was in“10- reams/pack but the

-cartoniser’ umt was capable of packmg the same-in 5 reams/pack only.”

:Due to: fallure of the cartomsmo machme the Company ‘had to resort for
manual packing to ‘meet the. full requlrement and 1ncurred Rs 36. 08 lakh.- -
- -.during November 2001 to. March 2005...

- Failure of the Company to analyse surtabrhty of the cartoniser unit prior to its
.- .- procurement; resulted in under-utilisation -of investment . of Rs:2: 36 crore as
. well-as avordable evpendrture of Rs.36. 08 lakh

o The Govemment stated. (July 2005) that the h10h quahty cartons were not
- readily available and the- Company had gradually improved the quahty of
- cartons. The cartoniser with strapping machine for packing five reams in a
- carton was procured based on the then prevarlmg market condition; -which
.- later on changed to ten reams. packing to mlmmlse labour handling-expenses.
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- developed blank cartons were found to- be weak.and did not withstand the



10 reams/pack even before placing order for this’ umt Further the quant1ty

»Q-,;ir_V:Paper GMBH" & Company, ,{VGermanr S
" Machine-T. (PM 1) and speeding up. theprOJect of Paper ‘Machine- 2 (lPM 2)foro: v e

. | _'2003) le 1. 07 crore as customs duty
- - Nipco rolls also on, the plea that
N a':{—jcustoms duty R

saction-Audit Observations ™=~ > .. .o

- '-lt was further stated that the Company made use of the'cartonlser for packmg
©2, 237 MT 3,618 MT, 1,550 MIT and 1,577°"MT of cop1er paper dunng the four' o
vyears ended 31 March 2005 - ~

2

- :‘_The reply is not acceptable as the Company did not analyse the surtablhty of v
* . the unit considering ‘Lid ‘and.Tray’ type packmo ‘andthe quallty of: cartons._‘f.,; TR
requrred for. thrs unit.. The Company was aware-of cutomers _requirementof . . .

. packed throubh cartomser declmed from 20. 32 per cem‘ of the total quantlty of o
' ”Ethe coprer papers packed 1n 2001 02 to 6 21 per cent-in 2004-05 ' A

- - | Payment of customs duty on’ fn ee replacemenit‘rjesultdj in‘avoid 'brief@argr A
-expendrture ofRs l 0‘7 crore R ' R LR

Jung ZOOl')f'jlnto a-coritract Wrthivorth
(Vorth) -for. “rebuilding - :of “Paper

B :,.,::’l'he Company entered (lFebruary andv

- contract price of Euro 87,00; ;000"and. lEuro '61,00,000 respectrvely The-scope - I
~-of contract’ mcluded desrgn engrneermg, manufacturrn , supply of equipment . . " :
and  spares and techmcal and’ supervrsory charges for - erection and - -

fcommrssromng Clause 3 Ol 03" of the contract “inter. alia, stlpulated that -
"~ Voith shall.be ent1rely respons1ble for all taxes stamp duties; licerice fees and
- other such’ levies imposed outside’ lndla -The- Warranty Clause (8 02) of the;; S
e f'_contract strpulated that durmg the penod of warranty, Voith shall -at. therr own S

-‘whlch under normal and proper use. d_‘r_naintenaric : p'r'o_ves‘,de'fect_:iy'e;in

] ;workmanshrp or materlals

. ;Vorth supphed the equ1pment and commlssroned the speeded up PM 2 on 14
_ - September 2002 and. the ‘rebuilt PM 1 “on .15 December 2002: ‘ For the:’,
o equrpmentiiSUpp__lied by »Voith; ;tzhef Company .p'ald ' th‘ei 6ustoms duty “as- per

-..‘ClauseSOl 03‘ S R e e e

»-;i. "-'Audrt notlced that Nrpco -P rolls supphed by Vorth falled (F ebruary and May -
o ._‘2003) in both: PM 1'and PM-2, prematurely Vorth replaced (June 2003) the
' ‘,"two farled Nrpco P rolls under warranty clause - -as ‘these ‘premature failures

| 22240




'Audit Report (Commerd(ll) forf tlre year ended 3] March 2005

Audit notlced that the clause relatmg to payment of dutres viz., 5 01.03 would
' ",apply only to the original supplies. As the replacement of rolls . was

necessitated due to the defective design/manufacture by Voith and which was - 5
to be replaced by it at its cost and expense, the- Company should have = -

recovered the customs duty paid on free replacements from Voith. Failure to
do so resulted n avmdable extra exp endlture of Rs l 07 crore.

AThe matter was reported to the Company/Govemment in May 2005 therr o
reply had not been recerved (September 2005) '

Disbursement - of short texm lean without safeguardmg rts ﬂnancral -
mterest aesulted in non-r ecoven'y of Rs, 1 84 cr ore. ' S

) Tamrl Nadu ’l’elecommumcatrons lerted (TTL), a .joint venture  of
Telecommunications Consultants India Limited and" Tamil Nadu lndustrral
' Development Corporation Limited, approached (February 2003) the Company

for a short term working caprtal loan of Rs. 10 crore. As per apprarsal done by
the Company, TTL :

'y }was dependmg mamly on Bharat Sanchar Nigam lerted for orders i
" which had not ﬁnahsed 1ts orders for 2002-03 by that time; '7 EIR R

rdb ) 1ncurred a cash loss of Rs 12.19 crore and reglstered a neoatlve orowth rate
(-)64.95 per cent as per-the provrsronal results for the nine months perrod
ended 31 December 2002;

¢ did not offer any prlmary/collateral secunty tor the loan and also
: expressed its inability to- furnish a- ‘No Objection Certificate’ from the
banks from which it was availing working capital loans/advances. Audit

noticed that normally. insistence is on collateral security of fixed assets to. - :

“cover 100 to 150 per cem‘ of the loan sanctloned for Workm0 capital -
- purposes. , : : 4

-.The Company, in spite of the above sanctroned (Aprrl 2003) short-term loan.
- of Rs.10 crore to TTL and the amount: ‘was drsbursed in May 2003.

,As per the terms and condmons of the sanction, the prmcrpal amount was to .
be repaid at the end of 10" month (Rs.3 crore), 11" month'(Rs.3 crore) and the -
12" month (Rs.4 crore) from date of disbursement.. Interest was payable every

month at 16 per cent per annum from the last.day -of the month in which loan . - - |

was disbursed.. TTL furnished 13 postdated cheques (PDCs) towards payment -
or interest and 3 PDCs for repayment of prmcrpal :

l46.:' C
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l

The interest cheques for the ﬁrst 10 months up to March 2004 were honoured_ |
- by the banks. “TTL, thereafter requested (April 2004) the Company not to

present the five PDCs it had given for repayment of - prmcrpal (Rs.10 crore). -

“and the interest for 11" and 12" months (Rs.14.64- lakh). The Company
_ agreed and did not present the PDCsltnll September 2004 when these were
dlshonoured on presentat1on ' i : .

TTL paid (November 2004 and May 2005) R5240 crore towards the
dishonoured PDCs, after-a criminal |complaint- under Section 138 of the
Negotiable Instruments Act was filed 1(November 2004) 1n a Chennai-Court.-
=The: Company adjusted this amount ‘against principal (Rs.58.78 lakh) and
overdue interest (Rs.1.81-crore). - TTL.owed the Company Rs. 9:41 crore
‘towards prmc1pal and Rs. 17 47 lakh towards mterest ason May 2005

TTL pald (24 May 2005) Rs 7 75 crore bemg the balance amount due to the
‘Company against the dlshonoured PDCS (Rs.10 crore + Rs.14:64 lakh -
Rs.2:40 crore), indicating it as. full and final settlement of all the overdues.
~ The Company adjusted “Rs.7. 57 crore - against principal and the " balance

Rs.17.47 lakh against interest, thus, leavmg a balance of Rs 1. 84 crore aoamst
pr1nc1pal wh1ch is still due from TTL

" -~ The chances of recovering of th1s amount are remote as the Company had not -

"‘dues B T o

obtained any-securityfor the loan, and TTL had stated that it had settled the -
'amounts due in full ' o : .

l,.

The Company stated (July 2005) that‘ 1t sanctloned and pald the short term

“loan to TTL in April 2003 as the earlrer working caprtal loan of Rs.7.50 crore
availed by TTL without collateral security was settled. promptly, and postdated

cheques were obtained for repayment of both the principal and interest; The |

7 'Company further stated that it was takm steps to recover the balance ar_nount
"'The reply is not acceptable as at the trme of availing earher short term loan ,
“TTL’s financial position was sound and obtaining the. postdated cheques was -

not a substitute for collateral security. ‘Moreover, TTL had already stated that -

- the payment made by 1t in May 2005 iwas in full and ﬁnal settlement of the -

" The matter was reported to the Government in May 2005 thexr reply had not |

- been recerved (September 2005)
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_Audit Repért(Connhercial) Sor the yc{ar—er_rded 31 March 2005

Payment of hulling charges for conversion of ‘paddy procured on behalf of
Government of India into rice at rates hlgher than those ﬁxed resulted in

lextra expendrture of Rs.82.86 lakh

“The Company (as-an.agent of the State Government) procures paddy on behalf -
~of Government of India (GOI) under the Decentralised Procurement System
(DPS) and converts it into rice for dlstrrbunon under PDS. :

‘The State Government for thlS had entered into a. Mem01andum of
}Understandlng (MOU) with the GOTI which, inter alia, stipulated ‘that -the
_economic cost of rice. {elements like cost of paddy, storage. charges, milling
‘charges (hullmg charges), etc.,} would be determined by the GOI and paid to
the State Government as subsrdy for the quantum of. paddy procured andA
.converted into rice on its behalf

‘For the Kharlf Marketmg Season (KMS) . 2003 04, the GOI fixed (December‘
:2003) the hulling charges at Rs.15 per qumtal of paddy equivalent to Rs.22.39
per quintal of raw rice and Rs.22.06- per quintal of parboiled rice. The
_Company procured 3.09 lakh MT of paddy for KMS 2003- 04

- The Company got 1.46 lakh MT of paddy hulled through prlvate hullmo
agents, Audit scrutmy revealed that the Company paid Rs.29 per qumtal for
hulling of raw rice and Rs.33.50 per quintal for parboiled rice to the private
hulling agents against the rates of Rs.22:39 per quintal for raw rice and
'Rs.22.06 per quintal for parboiled rice ﬁxed by the GOI Thls resulted in extra
*expendrture of Rs 82 86 lakh®. -

:The .Company stated (May 2005) that in the high level meetmo held on -
9 March 2004, under the chairmanship of Chief Secretary, it ' was decided to
- hull paddy through hulling agents also to build up rice stock. The hulling’

.agents were asked to hull paddy at hulling charges already in force as per the - -

- State ‘Government Order dated 19 September 2001

The reply is not acceptab]e in view of the fact that the GOI mtrmated the
hulling charges in ‘December 2003 and, therefore, the decision to pay higher
“hulling charges on- ‘the basis of the State Government Order of September 2001

lacked justification. - Further, for KMS 2004 05, the hulhng charges have been

paid at the rates fixed by the GOI

., ~ The matter was reported to the Government in Apr11 2005 the1r reply had not
5 been received (September 2005) : :

* - Rs.82.86 lakh = {620699.38 qumtal X (29 00 ~22.39)} + {363690 01 qumtal X
(33.50-22.06)} .
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- ! Chapter-I v Transaction Audit Ob.sel}vn'tio'ns_.‘ .

The Company suffer ed a revenue Hoss ot‘ Rs.33.39 iakh due to fixation of
the second highest offer as the mdlcatnve sales pnce mstead of the hlghest SIS

i
i

o offen for sale ofgramte blocks

“The Company invited (June 2002) llmlted tender enqulry from six forergn and

" 14 local buyers for the sale of drmensmnal grariite blocks. Aoamst the limited
.. tender enquiry, one foreron and four Iocal buyers quoted SV Granites,
~~ Chennai quoted the hlghest rates for five -of the six“varieties of Yellow
- Zubrana and all the six- varieties of Colombo Zubrana. The offer. of Magti.
.-~ Marble Gramte Tradlng, SA Portugal was the hlghest only for one varlety of- T
YellowZubrana - S _ . , e -

co _The Company, whlle ﬁnahsmg the tender noted (18 July 2002) that out of lhe -
- -five tenderers, Magti Marble- Granite. Trading. SA, Portugal was the only.
- “established forelgn buyer having good market presence in the mtematlonalj '
market for many varieties of granité blocks, whereas the other tenderers were
~ local buyers ‘having very limited aréa of operatlon It was, therefore decided . -. .
that the rates.offered by the' forelgn buyer be taken as- the rates representmo S

“ 'international market rates -and- other e11g1b1e tenderers- were asl\ed to match

" these rates. “During October 2002 to March 2004, 5,693.751 cubic: meters of, v»

, gramte blocks were sold to the five buyers at the above rates '

| . The Government stated (Auoust 2005) that the offer of Maotl Marble Gramte Hlel
-~ adirect 1mporter with good standmg i ][taly and other European countries. was
'con51dered to be reasonable sales price for export. as Well as for local sales T

. hence thrs rate was extended to other local buyers also. .

.,‘_TThe reply 1s. not acceptable in view- ,of the fact that the rates offered by .
* S.V.Granites were also well within the prevailing international market rate for, ..~
_ the material. Further, the market share, of Magti Marble Granite was-poor for - -

" this_ quallty of granite, as they lifted only 93 cubic metre-against 600-cubic

“metre committed by them in the tendeér, while S.V Gramte llfted 535 cublc_
‘ ,metre aoamst 500 cublc metre cornm1tted by them LT : SRS

1

;:’The decrswn to adopt the second hxghest rate as the mternatxonal mdrcatlve L
- price and askmg all the other buyers to match the same was contrary to' the .
principle of acceptmg the hrghest rates and asking the other tenderers to match -
- -these rates. This resulted In.a revenue loss of Rs 33 39 lakh on. the sale of .

“'.'jpgramte blocl\s "j B S S
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Audit Report (Commercial) for the year ended 31 March 2005

. Failure to convert the High Tension power connection to Low Tension
- connection in a closed unit resulted in avoidable extra expendrture of
Rs 10.88 lakh on current consumption and demand charges.

Madura sugar a unit of the. Company was availing High Tension(HT) power
- from the Tamil Nadu Electricity Board (TNEB) with a contracted demand of -
-400 Kilo Volt Ampere (KVA)

As thrs sugar mill faced acute shortage of sugarcane for crushing, the State
- Government - ordered (September -2002) the Company to suspend cane
crushing during the season 2002-03, transfer cane areas allotted to the
Company to National Co-operative Sugar Mill, and lay-off the employees.

After stoppage of cane crushing activity, the Company applied (November
- 2002) to the TNEB for reduction of the contracted demand from 400 KVA to

90 KVA. The TNEB, however, informed the ‘Company that the reduction-

could be effected only after replacing the existing 11 KV  metering

arrangement by the Low Tension (LT) meteririg arrangement and this would

involve an expenditure of Rs,5.68 lakh. The TNEB further suggested that the

existing metering arrangement could continue if the reduction in demand was
restricted to -125 KVA. The Company accepted this and the contracted

demand was teduced (June 2003) to 125 KVA.

Audit noticed that as per the terms and conditions of electricity supply by the
TNEB, if the contracted load is between 66 and 132 KVA, the consumer has
the option to .avail either LT or HT supply. Had the Company opted for LT

'supply, it would have been able to save Rs.10.88 lakh (Rs.16.56 lakh -
Rs.5.68 lakh) during January 2003 to April 2005 on account- of demand
charges and hioher current consumption charges payable by HT consumers.

The Government stated (August 2005) that in case of conversron to LT, the
mill would, have to incur a capital expenditure of Rs.6.86 lakh and that there
‘was uncertainty over the continuance or closure of the operation of the mill.
* The Government also stated that had the mill gone for reduction of demand to

90 KVA, there would have been a savrng of Rs.6.96 lakh and not Rs.10.88.
lakh :

T he reply is not acceptable in view of the fact that the transfer of cane areas
of the Company 10 another co-operative mill by the Government pomted to the
closure of the mill only. While calculating the saving due to conversion to LT,

the Government had presumed that demand charges would be payable for LT;
services also, which was not factually correct.
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i .. 'Chapter-IV Transaction Audit Observations

1
|
i
i

| Delay in replacement/non- neplacem‘ent' of reheater coils in Tuticorin |
Thermal Power Station resulted in generation loss of 110.96 mnllnon umts
 and consequent contr lbutwn loss of Rs 13. 72 crore. ’

l . . .

The borlers of units 1 2 and 3 of Tutrcorrn Thermal Power Station ('ITPS) ,

were commrss1oned between 1979 and 1982. There were frequent failures in

the reheater coils (one of the components in_the boiler) leading t0 huge
“generation loss. After inspecting the boiler of unit 2, on the request of the
Board, Bharat Heavy Electrical L1m1ted (BHEL) suggested (December 1999)
- replacement of reheater rear pendent corl ‘assembly 1 in the borlers of all these .
, »three unlts at the next avallable opportumty - o

~ Chief Engmeer “TTPS suggested (Apnl 2000) that the replacement could be
carried out in September 2000, November 2000 and in 2001 in units 2, 3 and1

respectively. during proposed annual ~overhaul of ‘these unifs.  The

~administrative approval for replacement of reheater coils in ‘the three units at
an apprommate cost of Rs.7. 38 crore was. accorded in December 2000.

After obtaining (March 2001) firm offer from BHEL Chle Engmeer ‘TTPS

sought (July 2001) approval for the replacement of -coils at"atotal cost of - |

Rs.10.53 crore. The administrative approval, however, was given in, ] anuary .
2002 and that too for replacement of reheater coil assembly of unit 1 only at
an approximate cost of Rs.3.51 crore. 'l[‘he worl\/purchase order on BHEL was "
- placed in May/June 2002: The reheater coil assembly was replaced in J anuary .
2004, though it was planned in August 2002 during annual overhaul. -The
reheater corl assemblres in units 2 and 3 are yet to be replaced (March 2005)

Audit scrutiny revealed that these replacements could have been completed by
‘November 2001 in all the three units during their respective annual overhaul.
periods. Failure to take timely actron for_ replacement of reheater coil -
_-assemblies-in all the three units, desplte BHEL suggesting this as early as'in .
December 1999, resulted in avoidable generation loss of 110.96 MU of power
~ during lanuary 2002 to March 2005 and consequent contrrbutron loss of
‘Rs.13.72 crore. : _ } : N
. The matter was" reported 1 the Board/Govemment in March 2005 therr;‘- :
_ replies had not been recelved (September 2005) ) ‘




Audit Report (Commercial) for the year ended 31 March 2005

Failure to invite tenders for issue of bonds resulted in avoidable extra
expenditure of Rs.13.15 crore as interest.

The Government permitted (10 June 2002) the Board to raise Rs.500 crore
through private placement of bonds and extended its unconditional and
irrevocable guarantee for the principal and interest for the bonds to be issued
by the Board.

Audit scrutiny revealed that the Board did not invite tenders to raise the bonds
and based on a suo motu offer, appointed (13 June 2003) Darashaw and
Company to raise Rs. 100 crore through private placement of bonds at an
interest rate of 8.9 per cent per annum. The Board again appointed (July
2003) Darashaw and Company to further raise Rs.110 crore through private
placement of bonds on the same terms and conditions as fixed for the earlier
issue.

Audit noticed that the Board invited (July 2003) tender for the appointment of
arranger for further mobilisation of funds. The Board was able to raise
Rs.404.68 crore between 4 August and 4 September 2003 through private
placement of bonds at an interest rate of eight per cent per annum at the same
terms and conditions as were fixed for earlier issues.

Had the Board followed the tendering procedure for appointing arranger for
earlier mobilisation also, it could have saved excess payment of interest of
Rs.3.23 crore up to March 2005 in addition to excess committed liability of
Rs.9.92 crore till the date of maturity of these bonds.

The Board stated (June 2005) that it accepted the offer of Darashaw and
Company after studying the then prevailing market rate and its credit rating
All other merchant bankers informally reported that they could mobilise funds
at above nine per cent and would charge arranger fee. The Board further
stated that the coupon rate of 8.9 per cent was considered to be the lowest
under the prevailing market conditions at that time.

The reply is not acceptable as there are no records to indicate that the Board
approached/informed the other merchant bankers about its funds requirements.
When the Board eventually invited tenders just after a month in July 2003, it
got the lowest rate of eight per cent. It is pertinent to mention that, when
tenders were invited by the Board in July 2003, Darashaw and Company,
which raised Rs.210 crore at 8.9 per cent in June and July 2003, offered to
raise funds at 8.1 per cent. Further, the State Government had mobilised
Rs.335 crore in June 2003 and Rs.382.97 crore in July 2003 as loan bearing
interest rates of 6.35 and 6.2 per cent respectively.

The matter was reported to the Government in May 2005; their reply had not
been received (September 2005).
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::Chopter-I‘ V- T rqn.é{ictioti’AluIi; Obs::tjv(ttio'n.s R

Fanlune to - under t'nke pen rodrcal desrltation of - reserveoir resulted in |
accumulatron of silt and. consequent genen ation loss of 28.04 mrllron umts
and contr rbutnon loss of Rs 5 10 crore. .

The Prllur ‘réservoir is” at the tall end of Kundah Hydro Electrrc Prolect; R |
L (KHEP) in Nilgiris drstrrct The storaoe capacity of the reservoir is 1,568

~ . Million Cubic Feet (Mcft)... ‘With-this: storage capacity,the Board operates its - -
- KHEP Power House-IV of capacity 2X50 ‘MW so as to run the machines at _
- full load during monsoon lnﬂows and' for one hour darly durmo other perlods -

-.as apeakmo statron ER T ; 3 - s B

The Full Reservorr Level (FRL) of the reservorr is 1 400 feet wrth the Oross
- storage capacity of 1,568 Mcft. The Minimum Drawn Down Level (MDDL) o

* . (the level below which the hydro machmery cannot be: operated for-power -
- generation)'is 1,300 feet with a dead storage capacrty of 335 Mcft therefore S

-

-the net storage capacrty of the reservorr rs 1 233 Mcft

' Audrt scrutmy revealed that a Technrcal Commlttee of the Board formed in

.- 1978 to-get rid of the serious problems faced -due to siltation, recommended -

that desiltation of reservoir should be carried out every year.~ The reservoir
~ was: last desilted .in 1992: - Audit notrced that the MDDL of the TEServoir -

} - increased.10:1,365 feet in March 2003/and then to 1 ;386 feet in July 2004 due
.. o accumulation of silt. This resulted in reduction of the original gross: stor’we.
- capacity of 1,568 Mcft t0 818 Mcft (July 2004). ‘Though the Board formulated -

several plans on desrltatron and obtained the. State. Govermnment’s approval'

S ,(November 2003) for one of its’ plans no destltation has been carried out'so far "+ - -
- (September- 2005) The Board had to,let out surplus. ‘water through Sprllways_ B
- during heavy rains without:utilising it forj power generation, as the same could -~

i

-~ not be- stored in the. reservorr due to reductron n storaoe capacrty on account e
1 ~oflaroe accumulatlon ofsrlt R : ‘

» .{Audlt scrutlny revealed that the Board had to Tet out

;289 173 Mcft of waterf KR

S from Pillur reservoir durmg Aug,ust 1995 to October 2004 without-power -~~~
- generation; " which could “have been’ stored and  used- beneﬁcrally had'the - .
- desiltation been carried out periodically: . This resulted in generation loss'of + -

- 28, 04 million units and contnbutlon loss of Rs.5.10° crore durrng the same -

¥ perlod of whrch Rs 2. 21 crore was durrng the last ﬁve years

- The matter Was reported to the Board/Govemment in May 2005 therr replres .
- had not been recelved (September 2005) : , Lo

1.,
1
1
~
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. Audit Report (Comnwrci'al) Jor the year ended 31 March 2005

| Failure to restrict interest payment as pen the pmvrsmns of the. Power |
Purchase Agreement resulted in excess payment of Rs.4.12 crove to an
Independent Power Pr oducel »

The Board entered (S eptember 1996) into a Power Purchase Aoreement (PPA)
with GMR' Vasavi Corporation Private Limited (GMRV) for purchase of

- power to be generated in its 196 MW Low Sulphur Heavy Stock based power -
project. As-per the PPA, the tariff payable by the Board for purchase of power
included cost of fuel and lubricant, depreciation, return on equity, operation
and maintenance expenses, interest on debt and working capital, etc, "Working-
capital included cost of fuel/ lubrication, operatlon and maintenance expenses

: mamtenance spares. and receivables. :

As per the terms of the PPA ‘working capital should be limited to the lower of
~ the Plant Load Factor (PLF) of 85 per cent or average of actual PLF achieved
~ during the preceding three tariff years (excluding Initial tariff year and Stub-
tariff” year). It was further provided in the PPA that for the Initial tariff year,
. Stub-tariff year and succeedmg two tariff years PLF of 85 per cent would be
applicable.

The commercial generation in the first-unit started on 31 December 1998 and .
in the last unit on 15 February 1999. Initial tariff year and Stub-tariff year,

therefore, would have been 1998-99 and the succeeding two tariff years would

have been 1999-2000 and 2000-01. - The working capital requirement from

2002-03 onwards would have to be computed based on the PLF of 85 per cent

_or average of actual PLF achieved during the three preceding tariff years,

whichever was lower (for 2001-02, PLF would be taken as 85 -per cent

because for computing preceding three years average PLF, third year would

_ not be available). :

Audit scrutiny reve-aled that the Board admitted payments towards interest on

- .~ working capital based on PLF of 85 per cent instead of average PLF of

preceding three years for the tariff years 2002-03 and 2003-04. This resulted
in excess payment of Rs.4.12 crore to GMRYV during these two years

The matter was reported to the Board/Government in June 2005; therr replles
had not been received (September 2005):

* Stub;tarlft year: Period from the Commercwl Operation: Date (COD) ot the last Unit
to be commlssmned to March 31 first occurring after the COD of such unit.
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Chapter-1V Transaction Audit Observations

The decision to cancel tenders and float fresh enquiries resulted in
avoidable expenditure of Rs.96.36 lakh.

For high value purchases, the Board invites open tenders. The offers received
are compared with the previous purchase order price of the same item. For
this comparison, the previous purchase order price is updated based on the
increase in the cost of major raw materials and the increase in cost of living
index. The updated price is then compared with the present offer.

The Board invited (June 2003) open tenders for the supply of 2,000
Distribution Transformers (DTs) of 100 KVA/22 KV/433 KV capacity. The
offer of Indo Tech Transformers was the lowest at Rs.73,999/- (all inclusive
price excluding Sales Tax) out of 17 valid offers, all from Small Scale
Industrial (SSI) units. The Board negotiated the price twice (July and August
2003) with the lowest tenderer, who agreed to reduce the rate to Rs.69,030/-
(all inclusive price excluding ST) per DT. The Board, however, decided
(August 2003) to cancel the tender as the lowest tenderer was not ready to
reduce the quoted price closer to the updated price of Rs.59,251.46 (as on 1
April 2003) of the previous purchase order placed in July 2000.

Against the fresh tenders (November 2003) for the supply of 3,000 DTs of the
same type and capacity, 15 valid offers, all from local SSI units, were
received. The offer of Asian Electrical Equipment, Chennai was the lowest
(L)) at Rs.74,670/- per DT and the offer of IPL Products at Rs.74,770/- per DT
was the second lowest (L;). After negotiation (January 2004) both L; and L,
tenderers reduced their rate to Rs.72,500 per DT. The Board asked (January
2004) all other parties also to reduce their rates to Rs.72,500 per DT, for
which they agreed.

The Board decided (March 2004) to place the orders for 2,665 DTs at this rate
of Rs.72,500/- per DT, on the ground that the updated price of Rs.73,135/- (as
on | December 2003) of the previous purchase order placed in July 2000 after
allowing 15 percent price preference for local SSI units, was higher than the
negotiated price.

Audit scrutiny revealed that the decision of the Board to cancel the tenders in
August 2003 on the ground that updated price was much lower than the
negotiated price lacked justification as 15 per cent price preference to SSI
units was not taken into account while working out the updated price. Had the
15 per cent price preference to SSI units been taken into account, the
difference between the negotiated price and updated price would have been
only Rs.891 per DT, and the Board could have avoided extra expenditure of
Rs.96.36 lakh for the purchase of 2,665 DTs.
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" “Audit Report (Comme_fcial) Sfor the year ended 31 M arch 2005

- The matter. was reported to the Board/Govemment in’ Auoust 2005 thelr
rephes had not been recerved (September 2005) ,

N Failure to put a control system to beneficml use nender ed an investment of |
- |Rs.31.21 hkh wasteful '

- Parsons Valley Hydro Electric Project was eomnrissioned in March 2000 with .-
“an installed capacity of 30 Mega Watt (MW) to- oenerate 57 Million-Units
7"(MUs) of power annually

~~The order for supply of generatmo equlpment for the above project 1nc1uded
micro processor based control system viz., Superv1sory Control and Data
Acquisition (SCADA). The entire data relatm0 to the generating equipment
~could be stored in this system’ This system, -once installed in the generating

» ‘equlpment helps mn momtormg the generatmg equxpment even from a remote
© area. » S

: .,;Punjab Power Generation 'Mzachines Limited'(PPGML); the -contrector. for the:

- supply of generating equipment supplied this system in“April 1998 at a total . -

. cost of Rs.32.85 lakh. The Board paid Rs:31.21lakh to the supplier in April.
11998 after deducting five per cent of total cost as llquldated damages’ for the
- ~delayed supply :

i:‘;Audrt scrutlny revealed that thls system has not been mstalled in the’
. generating equrpment till date (September 2005) and the. ‘power house:
- operations’ were being carried by the conventional method. The failure of the
Board to commission this remote control system and put the same to beneficial
“use had defeated the purpose for which it was purchased and rendered the
' —'-‘expendrture ofRs 31.21 lakh wasteful o . S o

~ The matter was reported to- the Board/Govemment in August 2005 thelr ,
, rephes had not been recerved (September 2005) '

Fanlure to procure adeqmte capacity dewatering pump nesulted m
,genemtnon loss and consequent revenue loss of Rs.24. 64 lakh

) Penyar Power House is an 1rr1gat10n based project and release of water from
~ the Periyar dam for power generation is controlled: by the Publrc Works:

" Department (PWD) of Government of Tamil Nadu. This power house has
: four umts with an mstalled capacrty of 35 MW each. = -
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- -and 10 mmutes '

B Chapter-l V Transactwn Audtt ()bservatwns' -

l
',t:'—'

o Addmonal Chlef Engmeer (Hydro) of the Board recorded (February 2001) that
the existing 22 KW (29.5 horse power) capacrty dewatermg pump-was. worn

out as it was more than 40 years old and sought replacement for the same. He E '
~_further recorded that the dewatering ' pump was a vital part. of the power, house - -
- having four units and had to be kept in'good condmon to remove leak water in- - -

the turbines (which was a regular phenomenon) and to’ pump-out any flood °

" water . during emergency situations. ~ The Board “accorded. adm1n1strat1ve S

approval- (March 2001) for the purchase of a new 35 HP dewatermg pump at - -
an estimated cost of Rs:2.68 lakh and ‘budget provnsron ‘was ‘made for this -~

© amount in- 2000 01. The -new dewatermg pump has however not been T
' procured tlll date (September 2005) ' : : ’

. Audit notlced that unit- 4 of the power house was generatmg (June 2003)7;:‘} -
" power from the 200 cusecs of water. bemg released as per PWD directives;

“unit 3 was kept as standby and umts 1 and 2 were: under repair. - When the '

~ defectsin T and 2 were rectified (June 2003) and' the reparred units were test

run (4 June. 2003) the water gushed into. the rotary -valve. prt and ﬂooded the 7
_turbine floors in-all the four units.. ‘The. dewatermg pump in. the- power. house: e i

~ ‘was not sufficient' to drain out such a huge: quantity of . flood  water. .- -

' ."AvConsequently, all the units had to be' shut down and water was let-out-without

B power generation. Two dewatermg ‘pumps from Tamil Nadu® Water Supply )

- and Dramage (TWAD) Board were arranged and-the entire-water was pumped

~out.” The pump house was put back- into -operation- on 7 June 2003.  Due to

- flooding of -the power house power1 generatron was suspended for 64 hours,

Had the Board made avarlable sufﬁcrent capacrty dewatermg pump even aﬁer N T'; :

- ,.admm1strat1ve approval and budget prov1sron loss of generation of 10,26,720

umts and consequent revenue loss of Rs 24 64 1akh could have been av01ded
) l

'f'; :The Board stated (July 2005) that Perryar Power House dewatermg system

was des1gned to cater to-maximum possrble leakage. under normal-conditions
and in the- instant case, ﬂoodmg was caused not by normal leakage but by e

= .sudden rupture of end p1pes of drams and a1r valve plpeS

l
R
i The reply is not. acceptable in view: of the fact that the ex1st1ng dewatermo

~ pump was very old and requlred replacement and the Board failed to procure

-the 35 HP dewatering pump for whlch admlmstratrve approval was: accorded

"lnMarchZOOI Lo 1 -

: '-The matter was reported to the Government in May 2005 thelr reply had not -
" been recelved (September 2005) A e ’
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- Audit Report (Cosmumercial) for the year en ded 31 March 2005

Payment mf service tax at enhanced rate for the peuod puon ‘to the
effective date resulted in excess payment of Rs 17.88 lakh,

The Board avails hire purchase ﬁnanmal assistance from ‘Tamil Nadu Power
Finance and Infrastructure Development Corpor'mon lerted (POWERFIN),

- a Tamil Nadu Government Undertaking.  Principal and interest on these

assistances are bemg repaid in monthly instalments. As per the Finance Act

- 2001, financial services were brought under the service tax net. The service
tax was enhanced from five per cent to eight per cent by the Finance Act,

2003. The amendment to Service Tax Rules, 1994 to that effect was published
in the official gazette on 14 May 2003.- As per the gazette notification, these
amendments came into effect from the date of publication, 1.e., 14 May 2003.

Audit scrutiny revealed that the Board paid service tax on hiré purchase
assistance at the enhanced rate of eight per cent on interest accrued from
1 April 2003 instead of from 14 May- 2003, resultmg in excess payment of

© Rs.17.88 lakh.

The matter was reported to the Board/Govemment in March 2005 thelr
replies had not been recelved (September 2005). ,

. Infroduction

4.19.1 Corporate Governance is the ‘system by which companies are directed

~ and controlled by the manaoement in the best interest of the shareholders and

others ensuring greater transparency and.better and timely financial reportmo
The Board of Directors are respon51ble for the govemance of their companies. -

The Compames Act, 1956 was amended in December 2000 by providing, inter
alia, Directors’ Respon51b111t_y Statement (Section 217) to be attached to the
Director’s Report to the shareholders. According to Section 217 (2AA) of the

- Act, the Board of Directors has to report to the shareholders that they have

taken proper and sufficient care for maintenance of accounting records, for

safeguarding the assets of the Company and for preventmo and detectm0 fraud
and other 1rregu1ar1t1es ' . r
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: Further accordmg to section 292-A. of the Compames Act 1956 notrﬁed in

~ December 2000, every public limited! ‘company having paid up capltal of not
less than rupees five crore shall constitute an Audit Committee, at the Board-

level. The Act also provrdes that the | ‘Statutory Auditors, Internal Auditors, if

any, and the Director in charge of Fmance should attend and Dartrclpate in the
meetings of the Audit Committee but wrthout votmg rrghts

A similar concept has also been mtroduced through clause 49 of the ‘listing .
_agreement’ for listed compames issued by the Securities and Exchange Board -
of India (SEBI), which -envisages that the Board of Directors shall have an
optimum combination of executive and non-executive Directors with not less =
- than 50 per cent of the Board ‘of Directors comprising non-executive -
Directors. It also- prov1des that hsted companies having paid-up capital of
‘rupees three crore and above should have a quahﬁed and mdependent Dlrector

‘m the Aud1t Comrmttee B

‘ In respect of Government compames whose paid- up share caprtal was less o

. than rupees five crore, the State Government-had directed (17 April 2002) the

Chief. Executive Officers of such Government companies to constitute an
Audit Committee with the approval of their Board. The-Audit Committee had .

to take up the inspection -work blenmally based on the questionnaire attached

with the above order. The questionnaire contained basic questions .on Assets

Management, Material Management, ' Financial Management, Accounts and

Audit, Human Resources Management and Company Law matters. The.
Inspection Report submitted by the Aundit Commmee ‘was required to be

placed before the Board for necessary follow up action.

" The main components of Corporate. Governance are;

e matters relatmg to the Board of Drrectors
Dlrectors Report and - j
_0 constltutlon of the Audlt Commlttee

4.19.2 Out of 55 worl\mg Government compames in the State, (three listed

- and 52 unlisted companies), Audit reviewed 46 compames (three hsted and 43

unlisted) as detailed in Annexuae=12 !

- Board of Directors

4, ]19 3 The responsrblhty for good governance ‘rests on the Corporate Board -
which has the. primary duty of ensuring that principles of - Corporate

Govemance both as imbibed in law ‘and regulation and those expected by
stakeholders are rigorously and . voluntarily complied with and the

stakeholders’ interests are protected. For this purpose, every company should. -

hold the meetings of the Board of 'Dlrectors at regular intervals. - Every

§ “Director should attend these Board meetmgs to share the expertlse knowledoe '

and gurde the affairs of the Company

C/tnple;-l V. Transqction Audit Observations ‘
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- Audit Report ( C omn_wr'cidl)ﬁ)r the year ended 31 March 2005

: Attendance of Drrectors in the Boar(l Meetzngs

4,19, 4 In TEL ﬁrll Board, of Drrectors was never present in any of the 18
- meetings " held durrng the last four years ended 31 March 2005.. ‘Four -
" Government nominee Directors. did' not attend 25 ‘meetings durmo 200102
‘and 2004-05. Two independent Directors failed to attend 21 meetings during
. this period; while two mdependent Directors attended only one meeting out of
: four meetlnos dur1ng 2001-02... :

-4 19.5 In TNPL only one meeting out of 30 meetmgs was attended by all the.
; Dlrectors twenty nine Drrectors d1d not attend 13 meetmgs

4.19.6 Two Dlrectors in TTL d1d not- attend any Board meetm<7 durmo ‘

. 2004-05. Twenty five Drrectors failed to attend 54 meetlngs durmg 2001-02

and 2004 05.

. Thrs indicated - that the Drrectors d1d not - actlvely partrcrpate in the
;;management of affalrs of the companies and in the decrsron making process to -~
. safeguard the 1nterests of the company - .

: Vacancy posrtton of Dlrectors

4.19.7 The post of Charrman has been Vacant from 29 September 2004 in
CTTL. - S - . , -

4. 19 8 In TNPL post of one Dlrector was vacant from 5 October 2003 and_
that of another from 19 June 2004 ‘

Audrt Commn‘tee
- Role and functzons
4.19.9 The main ﬁmctrons of the Audrt Commrttee are to assess and revrew .

* - the financial- reportmg system, to ensure that the financial statements ‘are’
- correct, sufficient and credible. "It follows-up on all issues and interacts with = -+ -

the Statutory Auditors before finalisation of annual accounts. The Committee
also reviews the adequacy of the Internal Control System" and holds discussion

- with Internal Auditors. on any significant ﬁndmo and follow up action thereon.
§ It ‘also reviews financial and risk management and evaluates the. ﬁndmgs of

internal investigation where there is- any suspected fraud. or 1rregu1ar1ty or

~ failure of the Internal Control System of materlal nature and reports to the

Board

: Méetings 7

4. 19 10 Clause 49 of the ‘listing agreement’ with SEBI retluires that atleast
" three meetings of the Audit- Committee should be held in a year TTL,
. however, held only two meetmos in 2004 05 e

B
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',Board ofDirectors -
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. Attemlance of Drrector.s m the Board Meetmg.s

: 4. 19 11 The attendance of Drrectors m the Board Meetmos was not reUular -

safeguard th y

L Altten{lance in: Almual General Meetma

o Annexur e-lé&)

~ than rupees ﬁve crore

"~ All the Directors. were not’ present in’ “all the Board meetrnos held. bylS"'-
compames durmg the last four years ended_31 March 2005 PR, :

CliqpterJ %4 _Tt'_'alr.ra'c_tioﬁAmIit Observations - .

- Durmg the perlod from Aprll 2001 ‘to! March 2005 one Drrector of MTC dldv S

- not attend any of the 18 meetings held during - h1s tenure. One-Director of

~ Tamil Nadu: State Transport Corporatlon (Madurai) Limited also drd not attend'

- any meeting’ held - ‘during "2003-04.- ' Nine Directors - attended, one ‘to four - S

V;meetmgs out: of 5 10 . 23 meetmgs held durmg thelr tenure (detarls m-?.,.
Annexur e-13) ' o : o S ’

e ‘Thrs 1nd1cated that thef-~i Drrectorsf‘ ;dld not actrvely partrcrpate m the .
management of- affairs of the companies and n the decrsron makmo process to -

terest of the Company -

4 19.12 The attendance of Directors m the Annual General Meetmg of six’

- - companies was poor -Sixty: four Dlrectors did: not: attend the' Annual General -

: A:Meetrno -held- durmg the perlod from 2001 02 :

2004 05 (detarls 1n_"‘

Vacrmcy po.srtrou of Drrectors

‘4 119 13 Vacancy posrtlon of Dlrectors in: respect of* 12 compames as detalled

in Anmexure-15° mdrcates that the vacancres persrsted from December 2002'."" Co

: onwards

Amltt Commm‘ees '_ ) A

"..'Out of 52 unhsted PSUs the pard up caprtal of 30 Government compames Was :_Z; i

- 'more than rupees ﬁve crore and that of 22 Govemment compames ‘was less .

- 4, 19 14 A review of the complrance wrth the provrsrons of sectron 292 A of

= the- Companres “Act in. respect of 30 Government compames whose pard-up
e caprtal was more than’ rupees ﬁve crore revealed that N

Yol Audit Commrttees of 11" Government compames drd not hold drscussron . S

" after completlon in all the four years-ended 31-:March 2005::> In three -

with the external audrtors before commencement of e\ternal audrt and - -

v.-v-Govemment compames (Serral Numbers 6, 14 and 30 of Annexure—ll) SR

R

T s SenalNumbersS 7, 9to 12 14 18 21 24 25 27, 30 31 35 38 41 and 45 ot
o - Annexure-1 - A » T
R Serral NumbersG 10 ]7 23 32 38 to 41 43 and 44 ofAnne‘(ure-l

16]l




Audit Report (Commercial) for the year ended 31 March 2005

the. Audit Committee did not review the Annual Financial Statements
before submission to the Board of Directors. '

e in eight®* Government compahies, the Statutory and Internal Auditors did

.not attend the Audit Committee Meetings and "in one -Government

- company (Serlal Number 16 of Annexure-12), the Internal Auditors did

not attend' the Audit Committee Meetmgs durmg the four years ended 31
March 2005.

e in three Government companies »(Ser_ial Numbers - 14, 30 and 40 of
Annexure-12) the Chairman of the Audit Committee did not attend the
Annual General Meeting to answer the shareholders® queries. :

Complz’ance with Government directives }

4.19.15 A review of the complrance wrth Govemment dlrectlves in respect of
those companies, where the constitution of Audit Committee was not
mandatory as per the provisions of the Companies Act revealed that:

o seven® companies had not constituted "Audit Committee till’ date (March
2005) and hence, did not conduct biennial 1nspect10n on such 1mportant
matters as mentioned in the Government directive;

e though Tamil Nadu Frsherres Development Corporation Limited had
formed the Audit Committee, it had. not conducted biennial inspection as
directed by the State Government. '

To sum up

o Attendance of Directors in the Board meetings as well as Annual
General Meetings was not regular in many of the companies. .

o Audit Committees of 11 unlisted Government companies did not hold
discussion with the External Auditors. Statutory and Internal
Auditors did not attend the Audit Commrttee Meetings of eight
unlisted Government companies. :

s Seven unlisted Government companies, where for: ‘mation of Audit
- Committee was not mandatory, did not conduct biennial mspectmn as
directed by the State Government.

The matter was referred to the compames/Govemment in July 2005; therr
replies had not been received (September 2005).

A Serial Numbers 6, 10,. 14,32, 39 to 41 and 43 of An'nexu_re-l .
-#  Serial Numbers 26 to 28, 31, 33, 36 and 37 of Annexure-1.
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T '4 20.1 The Government of lndla has enacted varlous Acts to- enforce effectlve'

environmental protection and establlshment of reoulatmg bodles to- momtor
and enforce the provisions of the Act and rules viz,, : ~

s The Water (Prevennon and Control of Pollutlon) Act, 1974
o ‘The Alr (Prevennon and Control of Pollutlon) Act 1981
B ';9' The Envnronment (Protectron) Act 1986; |
.6 . The Hazardous Waste (Mmaoemdnt and Handlmg) Rules, 1989; -
‘e ":'The N01se Pollutron (Regulatlon and Control) Rules 2000 N
| i‘.Tarml Nadu Pollutlon Control Board (TNPCB) formed under the provisions of 3

said Act, prescrrbed norms for. control of various klnds of pollution in thermal’
- power stations (TPS) -and other - 1ndustr1es "~ The .disposal: of natural -

wastes/effluent into the atmosphere/water from the cement plant suoar'

mdustnes and TPS is 1dent1ﬁed as a major source of pollutron

4.20.2 The followmg umts were- rev1ewed for - the- compllance with the

provision of these Acts and Rules by the Publlc Sector Undertaklnos (PSUs) in
the State of. Tamll Nadu; -

l

Lo e “Two Thermal Power Stations (TPS) out of four TPS of Tannl Nadu .

' “Electncrty Board (TNEB) and " ]

° »"Two State Transport Undertalnngs (STUs) out of seven STUs were
- scrunnlsed _ o

'The Audrt ﬁndmgs are drscussed n the succeedmg paraoraphs

. Alanigulam and Ariyalur cement plants of Tamil Nadu Cements Corporation Limited
* (TANCEM) and Arignar Anna Sugar Mills (AASM) and- Perambalur Sugar Mills -
..~ .Limited (PSM)-of Tamil Nadu Sugar Corporatlon Limited.
® .. Toothukudi Thermal Power Station (T'I'PS) and Mettur Thermal Power Statlon

' (MTPS) of Tamil Nadu Electricity Board R
Metropolitan Transport Corporatron lelted Chenna1 and Tamxl Nadu State v

Transport Corporanon (Madurar) erlted
. S 63
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. Audit Report (Cot)iliwrcial) for the year ended 31 Maijch 2005 . '

Air Pollution at stack

Tltermal Power statton.s

4.20.3" A1r pollution is caused by emission of gases 11ke Sulphur Dro\rde

(SO;) and Nitrogen Oxide (NO,), and :Suspended . Particulate Matter e

(SPM). Audit noticed that the maximum emission of SPM in stack was
455.83 mg/m’® €10 617 mg/m® in TTPS and-347 mg/m’ to 1,144 mg/m® in
MTPS during the last five years ‘ended: 31 March 2005 as against the

. prescribed standard of 150 mg/m’ (maxrmum) The high emission of SPM
- was due to usage of coal having high ash content of 46 pei cent. The Ministry
_of Environment ‘and Forest (MOEF), GOI prescribed (June 2002) not to use

coal containing more than 34 per cent ash but the TPS were using coal

‘ contammg more than the prescrlbed ash content.

' The excess ‘emission levels of pollutants due to usage of hroh ash content coal
- in TPS could have been brought down by ensuring that the flue gases pass
o through the Electro Static Prec1p1tator (ESP) and sultably reoulatmo the

strength of current supplied to the ESP. As thrs was not ensured the pollutlonv -

‘levels could fiot be kept w1thm the norms.
7 -Cement PIants _

. 4.20.4 The normal pollutants in the cement 1ndustry are SPM SOz, NOz and -
fugitive emission (emission ‘of cement and fly ash particles). The cement

plants of TANCEM never recorded  emission level though as per the
requirement of Environment (Protection) Rules, 1986, emission level-was
required to be recorded twice a week. Audit analysis of- emission levels

- recorded by TNPCB once a year revealed that the -SPM level was mostly

hlgher in ambient air than in the stack.

' Audrt furthe_r notl_ced that:

e “Alangulam plant frequently tripped As periodieal emission lerrels had not -
~ -been recorded by TANCEM, the effect of the ESP trlppmo on pollutlon
. could not be assessed

5 TANCEM had not created facilities to contam fu01t1ve emrssron lrl\ev '

provision of stacker cum reclaimer, dust collector and covered storage of
- coal, limestone and clinker, which was contrary to the stipulations of ‘the
Corporate Responsibility -for Env1r0nmental Protection (CREP), which
required the fugitive emrssmn to be brought ‘under “control by
December 2003. :

- e Alangulam and Arlyalur plants adopt * wet and dry process respectrvely' '

for cement production. A comparative study of emission levels in these -
two plants revealed that the same were lower in Ariyalur (Wthh adopts

.-mg/m* = milligram per cubrc metre - A :
“ESP —a pollution-control devrce with optrmum velocrty and prescnbed temperature
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dry process). TANCEM had not switched over to dry process due to
financial constraints, though this was proposed in August 1996.

Sugar industries

4.20.5 In case of sugar units, neither the conventional method of taking
periodical readings of emission (as specified in the consent order by the
TNPCB) was adopted nor online monitoring facilities provided for the
purpose. As per the annual stack monitoring report of TNPCB, non-
installation of the ESP in Perambalur Sugar Mills Limited (PSM) led to SPM
emission level ranging from 248 mg/m’ to 315 mg/m’, which was far in excess
of the prescribed norm of 150 mg/m’. Stack emission level readings had not
been taken in Arignar Anna Sugar Mills (AASM) during the last five years.

Pollution in ambient air
Thermal Power Stations

4.20.6 Central Pollution Control Board (CPCB) prescribed National Ambient
Air Quality (NAAQ) Standards for SO,;, NO,;, SPM, Respirable Particulate
Matter (RPM), Lead (Pb), and Carbon Monoxide (CO) to protect public
health, vegetation and property.

A comparison of the annual average of ambient air quality in TTPS and MTPS
for 2004-05 vis-a-vis standards prescribed by the CPCB revealed that the
concentration of SPM ranged from 197 to 492 and from 210 to 232 mg/m’
respectively against the norm of 150 mg/m’.

Scrutiny of emission details taken by TTPS and by TNPCB within a gap of
two or three days revealed that there were huge variations between these two
sets of readings giving room for doubt on reliability of these data.

Cement plants

4.20.7 As per the CREP for cement industries, cement plants located in
critically polluted or urban areas should meet 100 mg/m® limit of SPM by
December 2004 and continue working to reduce the emission further to 50
mg/m3. Audit, however, noticed that SPM emission in ambient air ranged
from 136 mg/m’ to 184 mg/m’ for the four years ended 2004-05 in Alangulam
and from 172 mg/m’ to 256 mg/m’ for the four years ended 2003-04 in
Ariyalur, thus, violating the CREP norms/stipulations.

Sugar Industries

4.20.8 In respect of PSM, the maximum SPM level recorded during 2001-02,
2003-04 and 2004-05 were 295 mg/m’, 268 mg/m’ and 236 mg/m’
respectively against the norm of 150 mg/m’. For 2000-01 and 2002-03,
neither PSM nor TNPCB conducted any test to measure the pollution level in
ambient air. In AASM, though SPM level came down from 427 mg/m’in
2000-01 to 191 in 2002-03, it was still high compared to the norm of 150
mg/m’. After 2002-03, emission level readings had not been taken by AASM.
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Transport

4.20.9 Pollutron caused by vehrcular emission is a serious form of"
environmental pollution. The Green Bench of The Supreme Court, which -
monitors the pollution caused by vehicles, observed that the State Transport
Undertakings (STU)s were the main offenders on two counts ie, levels of

~emission and sound. Audit noticed that:

¢ Bharat Stage=H (]BS IT) norms, comparable to Euro-H for all vehlcles were

- implemented in a phased manner starting with New Delhi and extended to

- other cities like Mumbai, Kolkatta- and Chennai in 2001. Metropolitan

Transport Corporation Limited (MTC), Chennai introduced 411 vehicles

up to February 2005, out of which only 246 vehicles conformed to BS-II
standards.

o The Ministry of Surface Transport, GoVemment of India requested

© (December 1998) the Government of Tamil Nadu to replace the existing
old vehicles held by the STUs within a period- of three years. - MTC;
Chennai and Tamil Nadu State Transport Corporation (Madurai) Limited
(TNSTC), operated 2,773 and 3,617 vehicles respectively as on March
2005; out of ‘which, 1,195 vehicles (43 per cent) and 1,243 vehicles (34
. per cent) were more than eight years old indicating “that the State .
- Government did not take effective steps to replace the old vehicles.

o -As per the provisions of the Motor Vehicles Act, it is mandatory. for-the
vehicles to get Pollution Under Control, (PUC).certificate and to produce
the same to the concemed authorities every time vehicles are-sent for

. Fitness Certificate (FC). MTC, Chennai sent 32,074 vehicles during the

~ period from 2000-01 to 2004-05 for FC and out of which, 2,476 vehicles
failed due to excess emission of pollutants during the ‘emission checks:
conducted by the Motor Vehicles Authority This points to the fact that
PUCs were issued without conductm0 emission test properly

leel mal power .statzom

420 10 Discharge of madequately treated 1ndustr1al efﬂuent into the water
bodies causes water pollution. In TTPS, 75 per cent of the waste water
generated was recycled and utilized in the plant-and the balance 25 per cenr
was let out into the sea. In MTPS, 10.8 lakh kilolitre (KL) waste water per

‘month (32 per cent of waste water generated) was let out into the river
. Cauvery. The extent of pollution in the discharged water is measured in terms

of Total Suspended Solids (TSS), Bio Chemical Oxygen Demand (]BOD) and -
Chemical Oxygen Demand (COD). Audit noticed that these parameters in the
discharged water of TTPS were in the range of 150 to 2,027 mg/litre (TSS)
and 164 to 1,010 mg/litre (COD); whereas in MTPS it was 94 to 318 mg/litre

. (TSS) -and 21 and 29 mg/litre (BOD) during the last five years period

ended 31 March 2005. In respect of other parameters TTPS and MTPS drd

'not take any readmg durmg the above penod

66



Further, there were wide variations bétween the above:readings takenigvbyy.'rpsv" o
: ‘and TNPCB during the same penod CoT e S

As per the Water (Preventlon and Control of Pollutton) Cess Act 1977 water s
cess at higher rates than those prescnbed is payable to the"TNPCB on the basis -

- of water consumed i the condltrons/norms prescrrbed by TNPCB are not
followed ; -

o
oa
|
I

 Audit notlced that TT]PS and MTPS pald Rs 16 98 lakh,and Rs 57 33 lakh
' respectively -as ‘water cess at - hrgher 'rates, as:they failed-to comply with =
~ pollution control standards’ prescnbed by TNPCB durmo the ﬁve—year perrod S

’ended 31 March 2005 ' : : SR

Cement plants i

|
1
1.
i .
E
i
{
i
l

. _4 20. 11 Efﬂuent Treatment Plant (ETP) has not been mstalled in the Arlyalur'v' "
cement plant of TANCEM, Pollutants in- the dlscharged water, therefore .
exceeded the prescnbed norms and the percentage ‘of varratlon was betweenv 3

47 and 76 5504 I 2002 03 when compared w1th the norms

' ‘-:Sugarrmlmmes S i BT

Sl

4. 20 12 TSS BOD and COD n d1scharged water were in the range- of 198 to
418 ‘mg/litre; 328 to 843 ‘mg/litre and 1,120-to 4,065 mJlltre respectively -
during the ﬁve years ended 2004-05, m PSM ‘which were far in excess of the =
prescribed norms of less than 100, 30 and 250 mb/lltre respectrvely Thls 'was
_ due fo non=1nstallat10n of the ETP by PSM :

Ty
L

4. 20 13 A hazardous substance is one that endanoers the hfe of human bemgs

and other living creatures.- ‘Under the Hazardous Waste (Management and -
" Handling) Rules, 1989, the person generatmg hazardous -waste shall take all =
practical steps to ensure that such waste was properly handled and. dlsposed of .

]

-without any adverse effect.. The transportanon of hazardous waste should'be - ..
"in accordance w1th the provisions - of the rules framéd by the Central
,Government under the Motor Vehlcles Act 1988 and ‘other ourdelmes 1ssued,: s
'from time to tlme ' : : Sl

1
Th ermal Power Smtmns ;

4 20 14 As per the consent order 1ssued by ’lN]PCB under the above rules a -
maximum quantrty of 25 MT of such waste should alone be generated/handled ) _
pei annum and a maximum quantlty of 10,000 Kos or a truck load; whichever
was less, should alone be stored on- 51te for a maximum period of 90 days.: =
Audit, however, noticed that 2,02 890 Kgs of oil sludge (sedrments at the -

1

bottom of the furnace. oil tank), a hazardous and inflammable substance, was- . -
~stored by TTPS for more. than two years and the same was yet'to be* disposed
“off (September 2005). Similarly, 40, 000 litres. of used-oil drained annually by -« .
the thermal stations, was stored for longer periods (three to 10 months) than-

the st1pulated 90 davs before they were drsposed off Audlt also nottced that

1 ChaptefJV Transaction Audit ObsentdtiOIrs
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- Cement plants '

- -A:m_lit Repbrt (Comn;t:ercidI) Jorthe yeaf eirded 31 'Marclt 2005 RS

provrsrons relatmg to dlsposmg off of such hazardous Waste to the authonsed -
*_ Te-processor possessing a vahd consent order from TNPCB was not ensured" o
‘ _'bythe’l‘PS : » 1

o Su gar I ndustrtes

e 420 15 Molasses 1s a by-product generated durmg extractron of sucar from s e DA

- sugarcane- and the same is mostly sold fo-distilleries, where it is used in, ‘the .

- -manufacture of - liquor. = As per. pollution- control norms, molasses hasito be”

~ stored in covered steel tanl\s Audit notrced that 8,218. 048 MT of molasses R
‘remains stored-in open pits aoamst pollutlon control norms by PSMI smce 1992 i

: causmg envrronmental pollutlon - . ,

, :T Itemtal Power Smtmns o

4 2@ 16 "GOl notrﬁed (February 200()) the Norse Pollutlon (Reoulatron and A

~ Control) Rules 2000 with. a viewto- ‘maintaining the ambient . air quahty e

.. standards- in respect of. norse by regulating - cand - controllln0 noise -
'v'producrn:/ generating sources; such as.generator sets,, vehrcular movement etc /
- A maximum level of 75 decrbels has been ﬁxed for 1ndustr1al areas.

.Norse pollutron 1nsrde the plant area in MTPS and ’JFTPS was- beyond the
,,prescrrbed limits, and ranged from 92 to 117 decibels in 2003-04-and 2004-05 -
‘in TTPS whereas 1n MTPS 1t ranoed from 96 to 99 dembels durmg the last ﬁve -
'_"years ST LT .

o4, 20 17 Norse pollutron 1ns1de the: plant area’ n cement plants in Alanoulam e
N and Arlyalur was 98 decrbels to- 99 and 66 decrbels 1o 80 respectlvely S

:Sugar Indusmes 7 _ -
;.4 20 18 N01se level msrde the plant area ‘in PSM was up.: to 73 decrbels T

SR whereas in AASM 1t was measured only once in 2000 01 and the same was o
'@v_87decrbels e : I ,

: "Nmt=momt0rmg of other pollutmnts ‘in ambtent alr D T

R 4 20. l9 ThouOh the NAAQ momtormg programme requrred the readmos of -

- -RPM, lead and carbon monoxide to-be taken and such. emissions' monitored ..~ .o
Ty - -and- controlled the State lPSUs .and-thermal power statlons had not taken any TERUE

fe "_.actron to measure monrtor and control these emrssrons : iy
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Non-provision of Inter-locking system to control Industrial Pollution

4.20.20 CPCB instructed (November 1995) the State PCBs to ensure that
arrangement for interlocking the production system with pollution control
devices had been made in the industries which had installed those devices.
Such a facility would ensure that during the period pollution control devices
did not function, production would be automatically stopped. Absence of such
a facility would enable production to continue even if the pollution control
devices were not functioning, thus, leading to higher pollution. Audit noticed
that the State PSUs had not provided such interlocking facility in their units.

Green Belt for Pollution Control

4.20.21 Plantation is one of the effective means of controlling air pollution.
TNPCB stipulated that TTPS and TANCEM should plant 1,00,000 and
3,60,000 plants respectively in and around their plant area so as to minimise
the effect of pollution. TNEB and TANCEM, however, planted only 20,644
and 19,000 plants, thus not fully complying with the directions
(September 2005).

%
Environmental Management System

4.20.22 Environmental Management System (EMS) is required to meet the
environmental obligations by the industries and reduce the impact of their
operations on the environment. Audit noticed that none of the State PSUs
have formulated EMS. This deprived them of a valuable tool to improve their
environmental performance, increase the use of pollution prevention methods
and ensure compliance with statutory requirements.

Environmental Audit Reports

4.20.23 Environmental auditing, now renamed as Environmental Statement, is
a tool comprising systematic documentation and periodical evaluation of
performance of a unit with reference to waste management and assessment of
compliance with other environmental regulatory requirements. Though
preparation and submission of EAR was mandatory under Environment
Protection Rules 1986, (second amendment) since March 1992, the State PSUs
submitted EAR to TNPCB, which were not even scrutinised by an
environmental auditor. Instead, they submitted only routine reports, in
Form-V, which defeated the objective of Environmental Audit.

To sum up

Environment Management System did not exist in any Public Sector
Undertaking (PSU). PSUs failed to comply with many of the statutory
provisions on air, water and noise pollution, solid waste management and
handling of hazardous waste. Environment Audit Reports were being
submitted without any scrutiny by the environmental auditor, thereby
defeating the objective of Environment Audit.

The matter was reported to the companies/Board/Government in July 2005;
their replies had not been received (September 2005).
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-Audit Report (Coittrtretjcial) for the year ended 31 March 2005

| Incorporation ot' too many . compames with snmnlan ohjectnves nesulted in |-
a«ldltnonal admnmstl ative cost. of Rs. 27 93 crore. :

Ason 31 March 2005, the State had 66 Government compames out:of whlch
52 companies were workm g An analysis of the objectivés and activities of
these companies, as laid :down in their respective -memorandum . of
- associations, revealed that two or more companies -were functioning in the
same sector with similar objectives. = Particulars of 10 such compames
functronmg in four dlfferent sectors are detalled in the Annexm e-16. -

L Detalls in the Annexure revealed the followmg

e In the mdustry sector three compames were estabhshed for promotlon and -
setting up of industries. Though Tarml Nadu' Industrial Development ,
Corporation Limited was established in 1965 for the stated purpose; two '

* more companies were estabhshed subsequently for similar obJectrves

o -In the forest sector Tannl Nadu Forest Plantatlon Corporatlon lelted
" was incorporated for raising plantations for the purpose-of" development of
industries based on their produce. Tamil Nadu Tea Plantation Corpor'ttlon
Lirited and Arasu Rubber Corporation Limited were 1ncorporated mamlv
 for raising tea and rubber plantatron respectrvely

® ;Whlle Tamil Nadu Constructron Corporatlon lented exlsted to tal\e care ‘
~ of the’ constructron activities entrusted to it by the State Government .
~ “another company, “Tamil Nadu Police Housing Corporatlon lelted was
- established in 1981 to undertake construct1on -activities mamly for the
- -Police Department SR

o .In the lnfrastructural Developrnent Sector whrle Tamll Nadu- Urban =
~ Finance and Infrastructure Development Corporation Limited was. " -
~ established in March 1990 for providing financial assistance to. the local
- bodies for development schemes, Tamil Nadu Power Finance and
- Infrastructure Development Corporation Limited was rncorporated in the

~ succeeding year for financing mfrastructure development schemes of
-’l‘amll Nadu Electricity Board. . : : )

- Audit noticed that functioning of multiple compames with srm'lar objectives

involved substantial administrative expenditure on Directors, Chairman and
- staff; besides- expenditure on infrastructure for separate office buildings, etc.

Excluding the administrative expenditure of. the- major companies in the

respectrve sector (Serial Numbeis 1, 4, 7 and-9), functioning: of multiple

companies with similar obj ectives resulted in additional administrative cost of

Rs.27.93 crore during the latest year for wh1ch accounts have been ﬁnahsed as
: detarled n. the Annexun‘e=16 Lo : :

It 1Sfrecommended that Government rrnay examine the nature of activities of all -
the. companies with similar objectives and explore the possibility of merging
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these companies so that administrative expenditure could be reduced and
better co-ordination could be ensured in the implementation of various
schemes.

The matter was reported to the companies/Government in June 2005; their
replies had not been received (September 2005).

Explanatory notes outstanding

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

The Audit Reports for the years 1997-98, 1998-99, 1999-2000, 2000-01,
2001-02 and 2002-03 were presented to the State Legislature in April 1999,
May 2000, September 2001, May 2002, May 2003 and July 2004 respectively.
Eight out of 18 Departments, which were commented upon, did not submit
explanatory notes on 47, out of 168 paragraphs/reviews as on September 2005,
as indicated below:

Year of Audit Total paragraphs/review | Number of paragraphs/reviews for
Report in Audit Report which explanatory notes were not
(Commercial) received

1997-98 25 1

1998-99 29 1

1999-2000 28 13

2000-01 25 10

2001-02 32 13

2002-03 29 9

TOTAL 168 47

Department-wise analysis is given in Annexure-17. The departments largely
responsible for non-submission of explanatory notes were Industries and
Small Industries.

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

4.22.2 The replies to paragraphs are required to be furnished within six weeks
from the date of presentation of the Report by the Committee on Public
Undertakings (COPU) to the State Legislature. Replies to 37 paragraphs
pertaining to 27 Reports of COPU presented to the State Legislature between
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Co Gm’emmem compames o

: '7'7 Statutmy cmpomttorts S

e Audrft_'Repon (Cbl)rltrerciab for the year :érzdedl 31-Marclx'2005 : -

. 'March 2000- and March 2005 had not been recerved as on September 2005 as
mdrcated below L . - _

o Actmn tazken on persrstent rrreguim mes pomted out in Amltt Reports B

: . 4. 22 3 W1th a view- to assist and facrhtate dlscussmn of the paras of persrstent
|~ “ nature by: the State COPU, an exercise was carried out to verify the extent of -
- .- corrective action. taken: by the- concemed orgamsatlon and results thereof are

| N 1ndrcated in. Annexun es. 18 and 19

: Inadequate Intemal Control/lnternal Audrt system notlced in Tanul Nadu Adr TR
- Dravidar --Housing ~ and .~ Development Corporation - Limited, non—f S
. frecovery/delayed recovery . of capital ‘cost from ‘the -allottees and idling of - .o -
" investment ‘due to failure to conduct demand survey by ’][‘amrl Nadu Small =~
~Industries’ Development Corporation - Limited - were “included in’ the - Audrt: e
" Reports ‘of the- ‘Comptroller and. Auditor’. General - of India for the:years -~

-'1999-2000. to 2002-03, (Commercral) Government of Tamil Nadu “Audit

' '_jfscrutlny revealed' that the 1rregular1t1es as. detarled in Annexur&l& continued. - .
- to persist in respect of these companies for more than ; s1x years as the actlon,l_"

' taken by the compames/the Government were madequate

]

'Extensron of undue beneﬁt to lndependent Power lProducers extensron of e
- undue benefit to consumers and non—lmplementatron of orders of the Board, = .7 <.
" noticed in Tamil Nadu Electncrty Board were 1ncluded in Audit- Reports ofthe - = - . -
. Comptroller and Auditor General of India for the years 2001-02 to 200304, o
, '(Commercra) . Government -of Tamil Nadu Audit ‘scrutiny revealed ‘that- .~
~ these 1rregular1t1es as ‘detailed in Annexure=l9 persisted for over a period of- -~ - -
L five years, as: the actlon taken by the Board/State Govemment were .
. madequate IR : < e '

R The ‘matter: was’ referred to the Govemment in August 2()05 therr reply had it
not been recerved (September 2.005) '

- 4, 23 1 Audrt observatrons notrced dunng audrt and not settled on the spot are

'commumcated to the heads- of the Public Sector Undertakmos (PSUs) and

departments of the State Government through mspectlon reports. The heads of - BRI

" PSUs: are requlred to -furnish - replies to the- 1nspect10n reports through the

 respective heads-of -departments within a- period "of six-weeks: ‘Inspection: T
.+ reports issued up to March-2005 pertarnlng 10:58. PSUS d1sclosed that- 3,503 T
: tparagraphs relatlng to 787 mspectlon reports remamed outstandmg at the end s
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¥ Reports involved - - - | replies were not-received * "
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2003-04 - o100 e 16 R
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of September 2005; of these, 776 inspection reports containing 3,401
paragraphs had not been replied to for more than two years. Department-wise
break-up of inspection reports and audit observations outstanding as on 30
September 2005 is given in Annexure-20.

Similarly, draft paragraphs and reviews on the working of PSUs are forwarded
to the Principal Secretary/Secretary of the administrative department
concerned demi-officially seeking confirmation of facts and figures and their
comments thereon within a period of six weeks. It was, however, observed
that 19 draft paragraphs forwarded to the various departments during the
period from March to August 2005, as detailed in Annexure-21, had not been
replied to so far (September 2005).

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

The matter was referred to the Government in August 2005; their reply had
not been received (September 2005).

Chennai (S.RAJANI)

TheL 01 FER 20(_)6 Accountant General

(Commercial and Receipt Audit),
Tamil Nadu

Countersigned

AL

. NewDelhi ° (VIJAYENDRA N. KAUL)

The 07 FEB 20C<C Comptroller and Auditor General of India
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ANNEXURE-1
(Referred to in paragraphs 1.3, 1.4, 1.5 and 1.16)

Statement showing particulars of up-to-date paid-up capital, budgetary outgo, loans given out of budget and loans outstanding as on
31 March 2005 in respect of Government companies and Statutory corporations

(Figures in column 3(a) to 4(f) are Rupees in lakh)

SL. Sector and name of the Paid-up capital at the end of the current year Equity/loans Other Loans outstanding at the close of Debt equity
No.  company/Statutory corporation received out of loans 2004-05* ratio for
budget during the received 2004-05
year during (previous
Sy = the year ———=" year)
State Central Holding Others Total Equity Loans Govern- Others Total 4N/3(e)
Govern- Govern- com- ment
ment ment panies
n @) 3(a) 3(b) 3(c) 3(d) 3e) 4(a) 4(b) 4(c) 4(d) 4(e) 4N (5)
A WORKING COMPANIES
AGRICULTURE
1. Tamil Nadu Fisheries Development 445,52 - - - 445.52 - — - o e e o
Corporation Limited
Sector-wise total 44552 -- - .- 44552 - - - - - - : -~
INDUSTRY
8 Tamil Nadu Industrial Development 9.417.31 - - - 9,417.31 - i 1,676.24 - 22,643.81  22,643.81 2.40:1
Corporation Limited (TIDCO) § (3.11:1)
k7 Tamil Nadu Industrial Explosives 2,214.14 - - 481.54 2,695.68 - e 655.64 4,562.66 655.64 5,218.30 1.94:1
Limited (1.18:1)
4. Tamil Nadu Paints and Allied - - 2.05 .- 2.05 - - - - - - ---
Products Limited (Subsidiary of
TANSI)
5 Tamil Nadu Small Industries 1,505.26 - - - 1,505.26 - --- 436.59 1,166.74 436.59 1,603.33 1.07:1
Corporation Limited (TANSI) | (0.78:1)
6.  Tamil Nadu Small Industries 770.00 - - - 770,00 - sn ot - - -
Development Corporation Limited
(SIDCO) (0.08)
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Audit Report (Commercial) for the year ended 3 1 March 2005 .

o @ 3@ T3 3o K1) 3 4(a) 4(b) 40 4d) 4(e) 4N 3)
7. ' State'Industries Prohlotion . R . 14,321.25 — - - 14,321.25 - - - 4,696.17 B '4,696.17 0.3_3:1
¢ Corporation of Tamxl Nadu Lmuted : : ~o (0.41:1)
(SIPCOT) : , ‘
8 .. Tamil Nadu Salt Coq)orahonl_lmxted " 31701, - EERE - 317.01. _ - ome e - - P -
9. T:uml Nadu Magnesite Limited ' 1,665.00. - - - 1,665.00 '1,937.75 1,937.75 1.16:1
: » o o : ' ‘ _ : (0:26:1)
10.  Tamil Nadu Leather Development L 25000 e - 250.00 - — 29433 2429- 31862 127:1
- Corporation Limited S . h : . - T (3.68:1)
Sector-wise total e . 130,459.97 - © 205 48154 30943.56 - — 2,76847  12,657.65 23,76033  36,417.98 1.18:1
‘ o : . - : ‘ = ‘ (1.32:1)
- ENGINEERING ) o o
11 State Engmcem\g and Servicing Lt — 497 - 49,71 - -;- --- - 444.34 - 444.34 - 8.94:1
- Company of Tamil Nadu Limited - : : ' ) ’ . o - (8.94:1)
" (SESCOT) (Subsidiary ofTANSI) o o _ o
12. = Soulhem Structumls lelted 3,435.50 - e - '18.80 3,454.30 - - - 5,798.22 --- 5,798.22 1.68:1
. Souther ; . \ 3 ‘ (1.68:1)
s«;ct_l;r-wise',a'oaau g : 1343550 - 49.71 ' 18.80 3,504.01 . 6,242.56 624256 -~ LI8T
* s RS e e bt ! o ' ‘ (L78:1)
-ELECTRONICS o N
13, Electronics Corpor:luon of Tamil 0 2,593.05 . - - - 2,593.05 - - - - - - -
* *Nadu Limited (ELCOT) . - ) o ‘
“Sector-wise total 2,503.05 = e .. 2,593.05 - .
TE‘{TILEQ ol . ' _ L
14. . Tamil Nﬂdu Tcxtlle Corporatmn 154.00 RS - e 154.00 - -- - 225.22 e "225.22' 1.46:1
* Limited : ) . o : ) ' (1.60:1)
15; ‘Tamil Nawdu‘:an? Limited ~ - - 34.40 -l T - 14.40 — - - - — e e
| Sector-wisefotal - ° 18840 e ey . 18840 - e - 22522 22522 " 130:1

(1 60:1)
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Annexures

(n 2) 3(a) 3(b) 3(c) 3d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4N 5)
HANDLOOM AND HANDICRAFTS
16.  Tamil Nadu Handicrafts Development 180.26 116.00 - 0.7 296.97 3.57 -— 100.00 - 265.87 265.87 0.90:1
Corporation Limited (0.26:1)
17.  Tamil Nadu Handloom Development 267.00 - - 162.23 429.23 e . - - - P .
Corporation Limited
Sector-wise total 447.26 116.00 - 162.94 726.20 .5 - 100.00 - 265.87 265.87 0.37:1
(0.10:1)
FOREST
18 Tamil Nadu Tea Plantation Corporation 596.18 - —— - 596.18 - - - -- — - (0.32:1)
Limited
19.  Tamil Nadu Forest Plantation 376.00 - - e 376.00 —— - —- - - - -
Corporation Limited
20.  Arasu Rubber Corporation Limited 845.00 - - - 845.00 - .- - 823,15 171.19 994,34 1.18:1
4 (1.43:1)
Sector-wise total 1,817.18 - - - 1,817.18 - -— - 823.15 171.19 994.34 0.55:1
(0.77:1)
MINING
21.  Tamil Nadu Minerals Limited (TAMIN) 786.90 - - .- 786.90 - —— - - - - -
Sector-wise total 786.90 = o et 786.90 B &= LS i e -
CONSTRUCTION
22, Tamil Nadu State Construction 500.00 - - - 500.00 - - 867.36 - 10,199.89  10,199.89 20.40:1
Corporation Limited (24.58:1)
23, Tamil Nadu Police Housing Corporation 100.00 - e - 100.00 - - - - - -
Limited
(226.31:1)
Sector-wise total 600.00 - .- .- 600.00 - - 867.36 - 10,199.89  10,199.89 17.00:1
(58.20:1)
DRUGS AND CHEMICALS
24.  Tamil Nadu Medicinal Plant Farms and 20.75 —— .- - 20.75 .- - - - - - -

Herbal Medicine Corporation Limited
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Audit Report (Commercial) for the year ended 31 March 2005

Development of Women Limited

(1) (2) 3w) 3(b) 3c) ) 3 4(a) 4(b) 4(c) 4(d) 4(e) an (&)
25.  Tamil Nadu Medical Services 300.00 - - - © 300.00 - - 2,546.48 - 8,138.69  8,138.69 27.13:1
Corporation Limited (22.97:1)
Sector-wise total 32075 - - - 320.75 - - 2,546.48 -- 8,13869  8,138.69 2537:1
(22.97:1)
SUGAR
26.  Tamil Nadu Sugar Corporation 679.15 - - 100.00 779.15 - 3,373.00 - 3,059.00 - 3,059.00 3.93:1
Limited
27.  Perambalur Sugar Mills Limited - - 226.75 190.60 417.35 - e 1,465.00 1,192.00 1,465.00 2,657.00 6.37:1
(Subsidiary of TASCO)
Sector-wise total 679.15 - 22675 290.60 1,196.50 —— 3,373.00 1,465.00 4,251.00 1,465.00 5,716.00 4.78:1
CEMENT
28. T_lmil Nadu Cements Corporation 3,741.80 - —— - 3,741.80 — - e e - —
Limited . (0.27:1)
Sector-wise total 3,741.80 - - - 3,741.80 - - — - - - (0.27:1)
AREA DEVELOPMENT
29.  Dharmapun District Development 15.00 .- —— —— 15.00 - - - —— - - -
Corporation Limited
Sector-wise total 15.00 B o, s 15.00 ks = ] Pey . - e —
ECONOMICALLY WEAKER
SECTION
30.  Tamil Nadu Adi Dravidar Housing 5,018.50 4,493.91 - - 9.512.41 663.00 v 400.00 9.19 2,498.35 2,507.54 0.26:1
and Development Corporation (0.10:1)
Limited
31.  Tamil Nadu Backward Classes 1,157.01 - - -- 1,157.01 - - 1,000.00 - 3,869.04  3,869.04 334:1
Economic Development Corporation (2.54:1)
Limited
32.  Tamil Nadu Minorities Economic 5.01 - - e 5.01 5.00 - 250.00 - 430.00 430.00 85.83:1
Development Corporation Limited (0.62:1)
33.  Tamil Nadu Corporation for 40.00 38.42 - - 78.42 - 95.00 - 95.00 --- 95.00 1.21:1

(1.21:1)
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()] ) 3(a) 3(b) 3c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4N 5
34, Tamil Nadu Ex-servicemen’s 2291 - e - 22.91 - - - - --- - -
Corporation Limited
Sector-wise total 6,243.43 4,532.33 - - 10,775.76 668.00 95.00 1,650.00 104.19 6,797.39 6,901.58 0.64:1
(0.42:1)
PUBLIC DISTRIBUTION
35.  Tamil Nadu Civil Supplies 3,339.10 - - - 3,339.10 - 830.00 - 963.00 - 963.00 0.29:1
Corporation Limited (0.28:1)
Sector-wise total 3,339.10 -— - - 3,339.10 - 830.00 - 963.00 - 963.00 0.29:1
(0.28:1)
TOURISM
36.  Tamil Nadu Tourism Development 678,63 - .- - 678.63 - 236.56 200.00 236.56 187.50 424.06 0.62:1
Corporation Limited (0.30:1)
Sector-wise total 678.63 - . e 678.63 - 236.56 200.00 236.56 187.50 424.06 0.62:1
(0.30:1)
FINANCING
37.  Tamul Nadu Industrial Investment 11,602.28 - e 1,747.28 13,349.56 6,100.00 11,367.00 8,900.00 11.367.00  46,585.90  57,952.90 4.34:1
Corporation Limited (TIIC) (8.16:1)
38,  Tamil Nadu Transport Development 4,303.00 --- - 1,871.18 6,174.18 - - - - 8,000.00 8,000.00 1.30:1
Finance Corporation Limited (1.46:1)
Sector-wise total 15,905.28 - e 3,618.46 19,523.74 6,100.00  11,367.00 8,900.00 11367.00 5458590 65952.90 3.38:1
(5.08:1)
INFRASTRUCTURE DEVELOPMENT
39.  Tamil Nadu Urban Finance and 3,102.00 - - 98.00 3,200.00 —— - 49,477.59 1,727.35 79,355.51  81,082.86 2534:1
Infrastructure Development (12.29:1)
Corporation Limited
40.  Tamil Nadu Power Finance and 2,200.00 - .- -— 2,200.00 -- -— --- 8,350.00 10,800.00  19,150.00 8.70:1
Infrastructure Development (10.07:1)
Corporation Limited
41.  Tamil Nadu Rural Housing and 300.01 - - s 300.01 - - nee - - - -
Infrastructure Development
Corporation Limited
Sector-wise total 5,602.01 -—-- - 98.00 5,700.01 - - 49,477.59 10,077.35  90,15551  1,00232.86 17.58:1
(10.90:1)
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Audit Report (Conunercial) for the year ended 31 March 2005 CL
Q) @ 3@ KON TCO N 10)) 3(e) 4@ . 4D 4“© E10) O] 4 ®)
* TRANSPORT s 4 . T ‘. T = B
42, - Metropolitan Transport 24,296.81 - - 24,296.81 . 888.94 2,19651 219651 . 0.09:1
- Corporation- Limited S . : ' o o - (0.07:1)
43. . Tamil Nadu State Transport ' 18,695.96 18,695.96 1,160.96 - -4,784.25 478425 0.26:1
"Corporation (Madurai) Limited e » - - ) L (0.77:1)
/44, Tamil Nadu State Transport 7,739.08 - - 7,739.08. — 142211 e 3,061.70 3,061.70 0.40:1.
- . Corporation (Coimbatore) Limited Lo : : ’ L o (0.74:1)
45.  Tamil Nadu State Transport 10,484.04 . - — . ©10,484.04 - 1,607.52 - 3,917.23 3,917.23 0.37:1
- Corporation (Kumbakonam) - e i . ‘ S ' L : 0.37:1)
_Lhnﬂedﬂ“ . - C . . _ . .
46:  Tamil Nadu'State Transport 403474 - - 4,034.74 — 147563 2,66107  2,661.07 0.66:1
* .Corporation (Saleém) Limited R g o S o ) : (0.56:1)
' 47.  Tamil Nadu State Transport 6,610.21 - - - . 6,61021 - - '1,446.50 e 4,104.87 4,104.87 0.62:1
Corporation (Villupuram) Limited. - .~ C - - - ' : (0.58:1)
48, State Express Traqsbort 12,075.37 - - - 12,075.37 - --r - - 15,552.35 15,552.35 1.2931‘
~ Corporation Limited : ‘ : : i ’ (1.29:)
_ Sector-wise tofal L 8383621 - 8393621 - - 8,001.66 - 3627798 3627798  .0.43:1
o ‘ SR ‘ ERA , Coe C (0.57:1)
_  MISCELLANEOUS _ L
.49, - Overseas I‘\_‘/Izljnp‘owbar Coria,or;tion _ ' i5.60 [ - . 1500 . 7 - - - - —on - -
‘Limited . R ‘ e
. 50,  Tamil Nadu State Marketing ~ . * 1,500,00 e - " 1,500.00 . 390.00° - — - A .
- Cotporation Limited (TASMAC) - ‘ B . _ : ‘ , (0.45:1)
51.  Poompuhar Shipping Corporation 2,053.00- 2,053.00 1,500.00° - 1,500.00 1,500.00 . 0.73:1
" -Limited - ' ) s L C ) : . (=)
52, ‘Pallavan Transport Consultancy - 10.00 10,00 e 3639 3639 ' 3.64:1
S'ervice»s“Limit‘ed | . ’ (2.90:1)
“Sector-wise total -~ 3,578.00 3,578.00 390,00, - 1,500.00 - 1,53639 ° 1,53639 0.43:1
o L : ‘ R ’ - (0.17:0)
" TOTAL (A). 16481314  4,64833 27851  4,67034 17441032 7T,16L57 1590156 77,47656 46947.68  2,3354164 -2,80,48932  L6L:1

. (L.65:1)
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) @ ) 3(0) 3©) 3) ) aw e 4@ 4 40 ®
B.  WORKING STATUTORY
CORPORATIONS
POWER
E Tamil Nadu Electricity Board 51,000.00 - - - 51,000.00 §,500.00 - 1,99,391.12 - 9,02,546.28  9,02,546.28 17.70:1
(20.54:1)
Sector-wise total 51,000.00 - - - 51,000.00 8,500.00 .- 1,99,391.12 - 9,02,546.28  9,02,546.28 17.70:1
(20.54:1)
AGRICULTURE
2. Tamil Nadu Warehousing 380.50 380.50 - - 761.00 - - - - - - -
Corporation
Sector-wise total 380.50 380.50 - - 761.00 - — - - - pn =
TOTAL (B) 51,380.50 380.50 - - 51,761.00 8,500.00 - 1,99.391.12 - 9,02,54628  9,02,546.28 17.44:1
(20.18:1)
GRAND TOTAL (A+B) 2,16,193.64 502883 278.51 4,670.34 22617132 15661.57 15901.56 2,76,867.68 4694768 11,36,087.92 11,;83,035.60 523:1
(5.47:1)
C.  NON-WORKING COMPANIES
AGRICULTURE
1. Tamil Nadu Agro Industries 435,98 165.00 - - 600.98 - - - 1,820.66 - 1,820.66 3.03:1
Corporation Limited (3.03:1)
2. Tamil Nadu Poultry Development 125.43 - - 1.25 126.68 - - - 466.37 - 466.37 3.68:1
Corporation Limited (3.68:1)
3. Tamil Nadu Sugarcane Farm 27.50 - - - 27.50 . — - - asa - —
Corporation Limited
4. Tamil Nadu State Farms 155.13 - - - 155.13 - - - - - - -
Corporation Limited
5. Tamil Nadu State Tube wells 31.50 - - - 31.50 - - - - e - -
Corporation Limited
6. Tamil Nadu Dairy Development 207.36 - - - 207.36 - - - - — s o
Corporation Limited
Sector-wise total 982.90 165.00 - 1.25 1,149.15 - - - 2,287.03 - 2,287.03 1.99:1
(1.99:1)
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Audit Report (Commercial) for the year ended 31 March 2005

aIm @ 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) A(b) 4(c) 4(d) 4(e) AN (%)

INDUSTRY

7. Tamil Nadu Magnesium and - - 362.00 - 362.00 - - - . . - =5
Marine Chemicals Limited
(Subsidiary of TIDCO)

8. Tamil Nadu Graphites Limited 10.00 .- - -e- 10.00 - - - - - - -
Sector-wise total 10.00 — 362.00 e 37200 - e — - o =5 i
ENGINEERING

9. Tamil Nadu Steels Limited 392.00 - - e 392.00 - —ee - 584.37 465.99 1,050.36 2.68:1
(2.68:1)
Sector-wise total 392.00 - .- - 392.00 - - - 584.37 465.99 1,050.36 2.68:1
(2.68:1)
FINANCING

10.  The Chit Corporation of Tamil 5.92 - . — 5.92 - - - - e b o
Nadu Limited
Sector-wise total 592 == = 2= 592 o~ = = = = = 2=
TRANSPORT

11.  Tamil Nadu Goods Transport 26.56 - - 6.10 32.66 - - - - - - -
Corporation Limited
Sector-wise total 26.56 -- - 6.10 32.66 o - - ne e =
MISCELLANEOUS

12.  Tamil Nadu State Sports 0.002 -- - - 0.002 - - - - - - -
Development Corporation Limited

13.  Tamil Nadu Film Development 1,391.00 - - - 1,391.00 — 485.00 - 1,392.49 - 1,392.49 1.00:1

Corporation Limited , (0.89:1)
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It @ 3) ) 30 3 0 - 4w a(b) 4@ TR R A
14, Tamil Nadu Institute of 510.44 - - - 510,44 —-- - .- — - - -
Information Technology
Sector-wise total 1,901.442 - - - 1,901.442 - 485.00 - 1,392.49 - 1,392.49 0.73:1
(0.65:1)
TOTAL (C) 3,318.822 165.00 362,00 7.35 3,853,172 - 485.00 4,263.89 465.99 4,729.88 1.23:1
(1.19:1)
GRAND TOTAL (A+B+C) 2,19,512.462** 5,193.83 640,51 4,677.69  2,30,024.492 15661.57 1638656 2,76,867.68  S1,211.57 11,36553.91 11,87,765.48 5.16:1
(5.39:1)
Note
1. Except in respect of companies/corporations wh‘ich finalised their accounts for 2004-05 (Serial numbers A-2t0 4, 5, 7to 11, 13to 16, 18 to 21, 23 to 27, 31, 33, 34,
36 to 38, 40 to 48, 52, C-2, 4, 5, 8, 13) the figures are provisional and as given by the companies/corporations.
2. »  Loans outstanding at the close of 2004-05 represent long-term loans only.
3. ** State Government’s investment in PSUs was Rs.2,707.24 crore (Others — Rs.11,470.66 crore). Figure as per Finance Accounts 2004-05 is Rs.2192.08 crore.

The difference is under reconciliation.

85



Audit Report (Commercial) for the year ended 31 March 2005

ANNEXURE-2
(Referred to in paragraphs 1.6, 1.7, 1.8, 1.12, 1.15, 1.18, 1.19 and 1.28)
Summarised financial results of Government companies and Statutory corporations for the latest year for which accounts were finalised

(Figures in columns 7 to 12 and 15 are Rupees in lakh)

Sl Sector and name of  Name of Date of Periodof  Yearin Net Net impact Paid-up Accumu- Capital Total return Percen- Arrears Turn Man
No. the company/ deparitment  incorpo- accounts  which profit/ of andit capital lated profit/  employed on capital tage of of over power
corporation ration accounts loss (-) comments loss (-) (A) employed total accounts
finalised return on  in terms
capital of years
emplo-
yed
(1) @ (0] ) &) ) ™M ® ® (10) an (12) 13) (14 as) (16)
A.  WORKING
COMPANIES
AGRICULTURE
| Tamil Nadu Fisheries Fisheries 11 April 2003-04 2004-05 (-)14.44 - 445.52 (-)598.50 (-)74.68 (-)14.44 — 1 5,216.72 229
Development 1974
Corporation Limited
Sector-wise total (1444 552 (-)598.50 (-)74.68 ()14.44 -
INDUSTRY
2. Tamil Nadu Industries 21 May 2004-05 200506 2142 - 9,417.31 2,380.58 1.41,379.89 2,639.10 1.87 - 18,753.47 104
Industrial 1965
ent
Corporation Limited
(TIDCO)
3. Tamil Nadu Industries 9 2004-05 200506 (-)1,396.48 - 2,695.68 (-)1,650.44 6,268.82 {-)1,378.32 - - 3,008.00 854
Industrial Explosives February
Limited 1983
4. Tamil Nadu Paints Small 18 2004-05 200506 4.31 - 2.05 10.74 17.35 14.68 84.61 - 169.42 14
and Allied Products Industries Novem-
Limited (Subsidiary ber 1985
of TANSI)




B51—22-Z

m 2) 3 ) 8] (6) m ®) (&) (10) (1) (12) (13) (14) (15) (16)
5. Tamil Nadu Small Small 10 Septem- 2004-05 2005-06 9.74 .- 1,505.26 (-)5,964.82 22,77434 146.49 0.64 - 5,398.00 458
Industrics Corporation Industries ber 1965
Limited (TANSI)
6. Tamil Nadu Small Small 23 March 2003-04 2004-05 17.21 - 770.00 198.88 1,151.30 426,49 3704 1 4,824.96 497
Industries Development Industries 1970
Corporation Limited
(SIDCO)
7.  State Industries Promotion Industries 25 March 2004-05 2005-06 1,415.67 - 14321.25 1,833.23 26,136.99 241332 923 B 7,046.50 330
Corporation of Tamil Nadu 1971
Limited (SIPCOT)
8 Tamil Nadu Salt Industries 22 July 1974 2004-05 2005-06 84.51 -— 317.01 27431 617.75 84.51 13.68 - 934.81 73
Corporation Limited
9. Tamil Nadu Magnesite Industries 17 January 2004-05 2005-06 228.11 Under 1,665.00 (~)3,634.08 (-)2,267.16 416.35 -— - 3,23297 605
Limited 1979 statement of
cumulative
loss by
Rs.31.86
crore
10.  Tamil Nadu Leather Small 21 March 2004-05 2005-06  (-)221.65 — 250.00 (-)2,325.44 (-)135.05 (-)87.61 - - - 45
Development Corporation Industries 1983
Limited
Sector-wise total 163.34 30,943.56  (-)8,877.04 1,9594423  4,67501 239
ENGINEERING
11.  State Engincering and Small 25 April 2004-05 2005-06  (-)109.22 - 49.71 (-)1,836.89 (-)13.78 (-)88.59 - - - -
Servicing Company of Industrics 1977
Tamil Nadu Limited
(SESCOT) (Subsidiary of
TANSI)
12.  Southem Structurals Industries 17 October 2002-03 200405 (1144240 - 3.45430 (-)10.16825  (-)13,150.36  (-)786.60 e 2 NIL NIL.
Limited 1956
Sector-wise total (-)1,851.62 350401  ()12,00514  ()13,16414 (87519 -
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an

(U] @) 3) ) (&) (6) 7 ®) (&) (10) (12) (13) (14) (15) (16)
ELECTRONICS
13.  Electronics Corporation of Information 21 March 2004-05 2005-06 232.66 - 2,593.05 25297 2,190.93 234.53 10.70 - 1,002.72 207
Tamil Nadu Limited and 1977 .
(ELCOT) Technology
Sector-wise total 232.66 2,593.05 25297 2,190.93 23453 10.70
TEXTILES
14.  Tamil Nadu Textile Handloom, 24 April 2004-05 2005-06 5207 - 154.00 (-)212.84 349.13 81.52 23.35 - 332892 135
Corporation Limited Handicraft, 1969
Textiles and
Khadi
15.  Tamil Nadu Zari Limited Handloom, 6 December 2004-05 2005-06 (-)9.14 .- 3440 281.86 336.89 (-)9.14 - -- 1,924.83 156
Handicraft, 1971
Textiles and
Khadi
Sector-wise total 42.93 188.40 69.02 686.02 72.38 10.55
HANDLOOM AND
HANDICRAFTS
16.  Tamil Nadu Handicrafts Handloom, 26 July 1973 2004-05 2005-06 41.42 - 296.97 (-)264.25 409.83 79.78 19.47 - 1,443.51 171
Development Corporation Handicraft,
Limited Textiles and
Khadi
17.  Tamil Nadu Handloom Handloom, 10 2003-04 2004-05 (-)14.81 - 429.23 (-)35.05 897.70 41.14 4.58 1 1,000.00 i3
Development Corporation Handicraft, September
Limited Textiles and 1964
Khadi
Sector-wise total 26.61 726.20 (-)299.30 1,307.53 120.92 9.25
FOREST
18.  Taml Nadu Tea Plantation Environ- 22 August 2004-05 2005-06 522.97 - 596.18 (-)42.02 907.98 534.53 58.87 - 532108 7018
Corporation Limited ment and 1975
Forest
19.  Tamal Nadu Forest Environ- 13 June 1974 2004-05 2005-06 683.02 —— 376.00 3,466.84 2,836.69 733.02 25.84 - 3,138.18 502
Plantation Corporation ment and
Limited Forest




Annexures

) @) 3) ) &) (6) (0} (8) 9 (10) (1 (12) 13) (14 (15) (16)
20.  Arasu Rubber Corporation Envimn_- 10 August 2004-05 2005-06 20.92 e £45.00 (<)2,418.96 (-)622.00 164.65 -— - 1,248.46 208
Limited ment and 1984
Forest
Sector-wise total 1,226.91 1,817.18 1,005.86 3,122.67 1,432.20 4586
MINING
21.  Tamil Nadu Minerals Industries 6 April 1977  2004-05 2005-06 33.68 - 786.90 8,723.32 9,128.79 39.03 0.43 - 10,000.00 1,682
Limited (TAMIN)
Sector-wise total 33.68 786.90 8,723.32 9,128.79 39.03 0.4
CONSTRUCTION i
22.  Tamil Nadu State Public 8 February 2001-02 2004-05 (-)647.58 - 500.00 (-)2,643.86 8,013.98 (-)557.17 - 3 65.00 172
Construction Corporation Works 1980
Limited /'.’-
23.  Tamil Nadu Police Home 30 April 2004-05 2005-06 9223 - 100.00 521.58 1,319.33 92.23 6.99 - 9,818.00 303
Housing Corporation 1981
Limited
Sector-wise total (-)555.35 600.00 (92,122.28 9,333.31 (-)464.94 -
DRUGS AND
CHEMICALS
24.  Tamil Nadu Medicinal Indian 27 2004-05 2005-06 85.01 - 20.75 38236 439.20 85.02 19.36 - 707.08 115
Plant Farms and Herbal Medicine September
Medicine Corporation and Homeo- 1983
Limited pathy
25.  Tamil Nadu Medical Health and 1 July 1994 2004-05 2005-06 61.20 - 300.00 194,37 615.41 61.20 9.94 e 1,679.19 317
Services Corporation Family
Limited Welfare
Sector-wise total 146.21 320.75 576.73 1,054.61 146.22 13.86
SUGAR
26.  Tamil Nadu Sugar Industries 17 October 2004-05 2005-06 (+)209.65 - 779.15 (-)7,014.35 2,447.66 1,004.92 41.06 - 6,358.56 568
Corporation Limited 1974
(TASCO)
27.  Perambalur Sugar Mills Industries 24 July 1976 2004-05 2005-06 (-)525.76 - 417.35 (-)6,393.57 2,025.76 432.06 2133 - 4,275.31 543
Limited (Subsidiary of
TASCO)
Sector-wise total (-)735.41 1,196.50 (-)13,407.92 4473.42 1,436.98 3212
89
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28. - Tamil Nadu Cements " Industries. 11 2003-04 . 2004-05 (-)863.79: Under - 3,741.80 - (-)5,765.69 . - 11,120.40 (:}19.18 e I /1573933 - 1,906
Corporation Limited ‘ February- ) : ‘ ) + - provision of . . . : o ' S )
o 1976 - ‘penal interest
S by Rs.0:36.
" crore
Séctor-wise total . - ()863.79 374180  ()5765.69 . 1112046 - (1918
AREA DEVELOPMENT . o - o ' v v o
29. . Dharmapur District Rural Develop: 7 200203 2004-05 20.64 - 1500 9494 14890 . 2191 1471 2 NA NA
- - ‘Development Corporation  -ment and Local ~ November ‘ ' s : - : :
Limited "¢ . - - Administration 1975 o _ )
Sector-wise total - ’ 2064 15.00 9494 14890 . 2191 1471
- ECONGMICALLY e s e o ’
WEAKER SECTION - , ) . . ) ) . ) . )
. 30. . -Tamil Nadu Adj Dravidac. . Adi Dravidar 15 © 2003-04.  2005-06. 53078 797541 83740 - 12,173.34 686.02 5.64 1 1,726.00, 522 .
: Housing and Development ‘and Tribal February ‘ - o : : ) c T T C
) Corporation Limited ~ Welfare 1974~ ) . . } ) )
‘3L Tamil Nadu Backward - Backward - . ‘16 - 200405  2005-06 46.66 Under ~ LISTOL . 21872 524022 . 9692° 185 . - 16539 14
" Classes Economic . Classes and “November R s statement of P o R .. '
" 'Development Corporation. . Most Backward 1981 interest payable: -
Limited Classes Welfare : by Rs.1.17
‘ , . ‘ i crore
32, Tamil Nadu Minorities Backward 31 August  2003-04  2004-05 ()3.46 - 0.0t 12.06 535.42 0.80, 015 1 185.61 10
: Economic Development Classes and - 1999 - - - : : . o o C h T ‘
Corporation Limited Most Backward
o * Classes Welfare . ‘ L N oL . :
33 Tamil Nadu Corporatibn : ‘Social Welfare 9 3 2004-05  2005-06 . - (-)89.05 7842 (144011 (1TSS, (-)78.87 -—- - 2.790.52 40
for Development of and Noon-Meal December ‘ o . } . ’
‘'Women Limited, Programme 1983 ) : o : p S 1
34."  Tamil Nadu Ex- ‘Public’ (Bx- 28 .2004-05. . 2005-06 41141 2291 1,431.96 | 1,47239 . 41313 2806 - 431876 S0
servicemen’s Corporation - service-men) January. .. - : - ) ) :
-Limited. ‘ : . - 7 1986 .
" Sector-wise tot sl .896.34 923376 205703 1940384 111800 - 576
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PUBLIC DISTRIBUTION
35.  Tamil Nadu Food and 21 200304  2004-05 170.65 3,339.10 (-)8,232.82 19,269.41 1,957.23 10.16 2,69,48035 8,936
Civil Supplies Consumer  April
Corporation protection 1972
Limited
Sector-wise 170.65 3,339.10 (-)8,232.82 19,269.41 1,957.23 10.16
total
TOURISM
36.  Tamil Nadu Informa- 30 June 200405  2005-06 287.92 - 678.63 390.36 2,603.74 31236 12.00 4,056.09 626
Tourism tion and 1971
Development Tourism
Corporation
Limited
Sector-wise total 287.92 678.63 390.36 2,603.74 312.36 12.00
FINANCING
37. Tamil Nadu Small 26 2004-05 2005-06 156.23 - 13,349.56 (-)32,728.86 98,702.45 7,471.88 1.57 9,600.00 677
Industrial Industries  March
Investment 1949
Corporation
Limited (TTIC)
38.  Tamil Nadu Transport 25 200405  2005-06 459.83 Under statement of 6,174.19 5,801.12 95,992.40 8,677.09 9.04 9,151.65 42
Transport March miscellaneous
Development 1975 expenditure by
Finance Rs.3.89 crore.
Limited
Sector-wise total 616.06 19,523.75 (-)26,927.74 1,94,694.85 16,148.97 829
N
' i L ‘ '
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Audit Report (Commercial) for the year ended 31 March 2005

n 2) ()] 4) 5 6) m (8) (&) (10) (1) 12) (13) (14) (15) (16)
INFRASTRUCTURE DEVELOPMENT

39. Tamil Nadu Urban Finance Municipal 21 March 2003-04 2004-05 3,330.65 — 3,200.00 2,454.03 44,785.74 6,725.36 15.02 1 4,49475 44
and Infrastructure Admini- 1990
Development Corporation stration
Limited and Water

Supply !

40.  Tamil Nadu Power Finance Energy 27 June 1991  2004-05 2005-06 2,671.20 - 2,200.00 4,130.59 1,90,803.71 19,798.73 10.38 - 21,625.35 20
and Infrastructure
Development Corporation
Limited

41.  Tamil Nadu Rural Housing Rural 20 January 2004-05 . 2005-06 8.00 - 300,01 (-)54.76 17,897.46 2,016.72 11.27 - N.A N.A
and Infrastructure Develop- Develop- 1999
ment Corporation Limited ment
Sector-wise total 6,009.85 5,700.01 6,529.86 2,53,486.91 28,540.81 11.26
TRANSPORT $

42.  Metropolitan Transport Transport 10 December  2004-05 200506 (=)1,263.40 — 24,296.81 (~)41,281.72 (-)6,520.72 (-)315.42 - - 39,937.24 18,523
Corporation Limited 1971

43.  Tamil Nadu State Transport Transport 10 December  2004-05 200506 (-)256.98 - 18,695.96  (-)64,363.82  (-)15,859.37. 2,592.36 - - 68,132.23 23,815
Corporation (Madurai) 1971
Limited

44, Tamil Nadu State Transport Transport 17 February 2004-05 2005-06 1,371.19 Under 7,739.08 (-)20,148.52 (-)5,594.61 2,236.81 - - 49,929.70 16,930
Corporation (Coimbatore) 1972 State-
Limited ment of

Profit by
Rs.1.24
crore

45, Tamil Nadu State Transport Transport 17 February ~ 2004-05 2005-06 320211 - 10,484.04  (-)20,260.77 (-)1,074.83 4,273.18 - - 58,602.22 18,428
Caorporation (Kumbakonam) 1972
Limited

46,  Tamil Nadu State Transport Transport 23 January 2004-05 2005-06 1,352.21 - 4,034.74 (-)7,576.23 463.22 1,754.71 378.81 - 33,595.10 10,686
Corporation (Salem) Limited 1973

47,  Tamil Nadu State Transport Transport 9 January 2004-05 2005-06 1,513.08 - 6,610.21 (-)15,524.32 (-)521.72 2,620,02 - - 61,864.02 17,837
Corporation (Villupuram) 1975
Limited
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" 48.- Stite Express Transport -

4 2004-05 :

- 200506 (93,156.12., ¢

_ Transport "’ 207537 - (DAL2T0ST (V1274497 (12,38095 . - - = 22,11780 | 7,395
- ‘Corporation Limited .~ : January. ‘, R ST S ; NG T
SRR 1980 S S
' Sector-wise total S 216206 | 8393621 - -

(92,10,425,89

- ()41,853.00

1078071

MIQCELLANEOUS ;

© 49, Overseas Manpower
o Corporatnon\Lxmxt}cd - and -
- ... employ-
" ment

Tamll Nadu State .
: :;rketmg Corporatmnf .
lelted (TASMAC)

51 Poompuhar Sluppmg

= Highways
. Corporation Lxmlted L

Consultancy Servu:cs ;
‘: lelted .

L‘;:Bour R

23 May!
" Bxcisé - :
11 April -
_.:";52M-.Pallavan Transpon_Jw‘,“vTransport »-»-4_20' :

1084

P

300 200304 ’-:20‘0,44)5‘ 067 - "15.00 Sl - 3731
Noveém- . : o e I =

ber 1978 .

© 2003-047. e 110,00 25231

| 2003-04 - 200405 . gs708 ¢ 2,053.00 . (-)964:96 -
re74 . A .

-2005-06{

~-2004-05--. e e 10,00 < o ()T5:2T

F ebruary *

3ases

467072

(92995

1.48°

-+ sag02

'988.63

- 1646 ..

2117

PP

5,89,00000

g

C 61100 . 200

32,488 -

39,199.36 164"

1o~ T :

Sector-wlse total - )

108313 318800  ()76617 8,006.72

1,535.99-

19.18

' TOTAL ()

" 9,998.38 - TLT247833 (92,69,728.40

6,80,884.46

67,199.50

C o987

"B WORI\II\G STATUTORY CORPORATIONS '

POWER

l_:- Tamll Nadu Electncxty "
Board : S

v

Energy 1"1‘.July g
ST 1987

(IL1L013.00:  Net deficit -
oo e decreased
by
.Rs.16.05°

200405

2003:04 -, 4250000

*(92,40,576.00,

11,20,786.00

(34534000

9,46,364.00 . 8732

o : Loocrore - T R L
o  Sector-wise fotal OLILIBO0 42500007 ()240,576.00 | 11,20,786.00 1()34,534.00 -
: 93



Audit Report (Commercial) for the year ended 31 March 2005

) ) ) 4 ) (6) Q] ®) ) 10 (11) (12) (13 (_14) (15) (16)
AGRICULTURE

2 Tamil Nadu Food and 2 May 200304 200405 117.85 - 761.00 3,127.63 3,902.80 117.85 3.02 1 1,424.86 559
Warehousing Consumer 1958
Corporation Protection
Sector-wise total 117.85 761.00 3,127.63 3,902.80 117.85 j0
TOTAL (B) (-)1,10,895.15 43,261.00 (2,3744837  11,24,68880 (-)34,41615  —
GRAND TOTAL (-)1,00,896.77 2,15,739.33 (-)5,07,176.77  18,05,573.26  32,783.35 1.82
(A+B)

C.  NON-WORKING
COMPAIES
AGRICULTURE

1. Tamil Nadu Agro Agricul-  15July 200203 200304 (-)743.72 - 600.98 (-)4,290.72 532.46 (-)373.43 - 2 NIL NIL
Industries ture 1966
Development
Corporation Limited

i Tamil Nadu Poultry Animal 12 July 200405 200506 (-)54.09 - 126.68 (-)1,023.55 (-)388.06 (=)54.09 - - - 1
Development Husban- 1973
Corporation Limited dry and

Fisheries

3. Tamil Nadu Agricul- 2 200001 200102 (-)0.16 - 21.50 (-)17.62 9.87 (+)0.16 - 4 - -
Sugarcane Farm ture February
Corporation Limited 1975

4. Tamil Nadu State Agricul- 8 200405 200506 (-)0.10 - 155.13 (-)1,736.65 0.72 (-)0.10 - - - -
Farms Corporation ture December
Limited 1974

5. Tamil Nadu State Public 19March 200405 200506 (=)2.01 - 31.50 (-)220.44 60.72 (-)2.01 we s - e
Tube wells Works 1982
Corporation Limited

6. Tamil Nadu Dairy Agricul- 4 May 199394 2001-02 (-)166.67 - 207.36 (-)207.48 (=)0.12 (-)166.67 - 11 - -
Development ture 1972
Corporation Limited
Sector-wise total (-)966.75 1,149.15 (-)7,496.46 215.59 (-)596.46 =
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INDUSTRY” — T : T T —— T -
'7.” " Tamil Nadu Magnesiim Igdusn'ri‘gs " 10 February 19997‘ 2000-01 - (-)380.52 362.00 (1,550.81 14038 - (380,52 - 5 - -
“and Matine Chemicals A 1987 . 2000 - v S L S S : o R o ) .

-, Limited (Subsxdxary of ' R -
. TIDCO)" L _ , _ N o 3 _ o
8. Tamil Nadu Graphltes Industries © 19March’  2004-05 200506 -~ (-)0.24 - - 1000 © (9736 264 .- (024 - - . NIL NIL
.+ Limited . C . 1997 . - : : g SRR . o

- Secfor-wise total oL (38076 A37'2_‘oo,- (I1,588.17 . '143.02  (-)380.76

_IENGIN'EERI'NG' - . _ S L ‘

. Taniil Nadu Steels Industries ©© 17 ¢ 1999 © 200001 | (94119 - 730200  (97,13127  ()2,053.95 .. ()79.97 S e e

" Liniited . * ’ September -~ 2000 o ‘ ) - : o o S T . ' : . :
R : 1981 '

 Sectorswise total . S ‘ _ ‘ (94119 — 39200 (J7,13127  ()2,053.95 - (79.97

_FINANCING .- .. o S O

: 1'0.."-“TheChltCorpomtlonof Cormer- 11 Janvary’  2002-03  2004-05 L (BS3 52 (5100 . (-)25.90 e (BS3 L T2 b.‘og I I
" : . Tamil NaduLimited = = cial Taxes -~ 1984 ~ -~ ‘ : B A ST . S A . S

' Sector-wisetotal . c T ¥ s, (SL0. (92590 (3S3 L L

", TRANSPORT ., o - A - R . —

_ Tamil Nadu Goods Transpert 26 March . 1989-90 021~ 3266 (13255 ()29.85. . 657 . - “Under liquidation since March 1990
. Transport Corporatmn o 11975 DR - ' . : C S R a ; o

Limited o o

Sec‘.“!“v,'se ..,ta; y R - o ' L0210 3266 . (13255 1 (2985 . 657 . -

... MISCELLANEOUS v . - , ‘ S . S

12 : ~Tamil } Nadu State Sports Education 15 Novem- ~ '1991-92 ° 2003-'04 L (9.T1 - . 0.002 ’ .127.‘8_6 o " 14692 :_ NN - - R k) i -
© " Development : ST ber1984 o ¢ e S T T o : L K

L Corporatlon Lxmxted




Audit Report (Commercial) for the year ended 31 March 2005

) @) @) @ (€) (6) m (®) 9 (10) aan (12) (13 (a9 (15) (16)
13.  Tamil Nadu Film Informa- 12 April 2004-05 200506 5.39 - 1,391.00 ()1,222.95 1,565.58 3101 198 - 62.72 4
Development tion and 1972
Corporation Limited Tourism
14.  Tamil Nadu Institute of Higher 20 200304 200405 - - 510,44 (-)510.44 - - - 1 NIL NIL
Information Technology ~ Education  February
1998 :
Sector-wise total (-)4.32 1,901.442 (-)1,605.53 1,712.50 21.30 1.24
TOTAL (C) (-)2,296.34 3853172 (-)17,974.98 (-)38.59 (-)1,032.85 -
GRAND TOTAL (-)1,03,193.11 2,19,592.502 (-)5,25,151.75 18,05,534.67 31,750.50 1.76
(A+B+C)
NOTE:
A

Capital employed represents net fixed assets (including capital work-in-progress) PLUS working capital except in case of finance companies/corporations, where the capital employed
is worked out as a mean of aggregate of the opening and closing balances of paid-up capital, free reserves, bonds, deposits and borrowings (including refinances).
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ANNEXURE-3

(Referred to in paragraph 1.5)

Annexures

Statement showing subsidy/grants received, guarantees received, waiver of dues, loans on which moratorium allowed and loans converted into equity
during the year and subsidy receivable and guarantees outstanding at the end of March 2005

(Figures in columns 3(a) to 7 are Rupees in lakh)

Sl Name of the company/ ASubsidy received during the year *Guarantees received during the year and outstanding at the end of the Waiver of dues during the year Loans Loans
No.  Statutory corporation year on con-
which  verted
Central State Others  Total Cash credit Louns from other Letters Payment Total Loans Inter- Penal Totsl * oorn- futa
Govern- Govern- from banks  sources of obliga- repay-  est inter- torium  equity
ment ment credit tion ment waived  est allo- during
opened  under written waived wed the
by agree- off year
banks ment
in with
respect  foreign
of consul-
import  tants
()] 2) 3(x) 3(b) 3(e) 3(d) 4(a) 4(b) 4(c) A(d) 4(e) 5(a) 5(b) 5(c) 5(d) (6) ()}
(A) WORKING COMPANIES
INDUSTRY
1. Tamil Nadu Industrial 500.00 - - 500.00 - (85,709.15) -- - (85,709.15) - - - - - -
Development Corporation
Limited
2. Tamil Nadu Small Industries - - - - (687.65) 300.00 - - 300.00 - - - - e =
Corporation Limited (TANSI) (687.65)
3 Tamil Nadu Small Industries 65.38 303.94 - 303.94 - . - - e i - i — i o
Development Corporation (grants) 65.38
Limited (grants)
97
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(1)

2)

3(a)

1L

ENGINEERING
Southern Structurals Limited

ELECTRONICS

Electronics Corporation of Tamil
Nadu Limited

TEXTILES
Tamil Nadu Zari Limited

HANDLOOM AND
HANDICRAFTS

Tamil Nadu Handicrafls
Development Corporation
Limited

Tamil Nadu Handloom
Development Corparation
Limited

CONSTRUCTION

Tamil Nadu State Construction
Corporation Limited

DRUGS AND CHEMICALS

Tamil Nadu Medicinal Plant
Farms and Herbal Medicine
Corporation Limited

Tamil Nadu Medical Services
Corporation Limited

SUGAR

Tamil Nadu Sugar Corporation
Limited

20.00
(grants)

_3(_b)_ 3e) 3(d) 4(a) 4(h) 4(c) 4(d) 4(e) 5(a) S(b) 5(c) S(d) (6)
2 sts - 941.00 . - - 941.00 - - e - -
(1,065.19) (1,065.19)
117.29 117.29 - b - ot ol - e % oS .
(grants) (grants)
- P = - e ot 112.37 11237 s o -~ - =
(112.37) (112.37)
58.80 i~ 58.80 o — i sk o e 6100 3628 97.28 s
- = e 550.00 — . o 550.00 o — ! - —
(550.00) (550.00)
- s - (22.74) 1,607.85 v - 1,607.85 =~ e = s 2
(10,199.33) (10,222.07)
<ke - 20.00 - = s o - e e - Rt =
(grants)
- - - - (8,138.69) - - (8,138.69) - o = s o
- = i 4,100.00 1,033.57 - L 5,133.57 wis s - s o
(3.638.92) .47 (3,641.39)

98



) Anna_x‘ures '
- @ 3 . 3 39 M) 4@ . A(b) 4© 4d) “4(e) 5(a) '5(b) 5() 5@ ©) M
'13. Perambalur Sugar Mms - S e - - . 3,650.00 85800 1 e 450800 . - T
Limited . ) R . : : S R (2,&}52.96) :‘(858.00) c B (3,310.26).
ECONOMICALLY o '
_ 'WEAKERSECTION - o ‘ o . - .
14, Tomil Nadu AdiDravidar - 399552 - —= . e 399552 . e 9736+ e el OTNE6 o e e e e -
" Housing and' Developmcnt : o o B ) . (3,332.00) o (3,332.00). - . . : )
Corporatxon Limited . g S : C o : .
15 Tamll Nadu BEICkWJI'd ’l - - . 64.61 ‘. -— . 64,61 . —— 7’02707 ;__ ——— ' 7,02707 - - o .""- - -
Classes Ecoriomic : - . ’ o ’ "(3,563.45) ] _ (3,563.45) ‘ ’
Dcvelopmcnt Corporatlon o . . SR S .o . . e - : Nooe
Lxmned _ ) ‘ ‘ . ‘ ) o ‘ s
W TemilNadoMiede T e g e e 2000 e e e e L
* Econothic Development : o B : : : o . . .
Corporatwn Lmuted . ) ) '
17.  Tathil Nadu Corporation for 197.20 245835 - 2,65555 - - (L 29) @) -
" Developrient of Women _+ ~(grants) . A(grants)v e e (gAY e e e IR I
lelted e ' B . ) i . . . ‘ T
" PUBLIC DISTRIBUTION o I . R .
18.  Tamil Nadu Givil Supphes e 71,00,035.00 1,00,035.00  (2,000.00) - (2,000.00) - o e e e — .
‘ Corporatmn Lmutcd ‘ - . : . ) - a = ‘ o
o TOURISM o . _ SR _
19. Tanul NaduTounsm CTsa20 T e , B . . 542.20 o o ,'--_-’ R — S T - '.---: e - ‘b
» Development Corporanon N T o o T S R . ‘ e o )
Lxmlted o o . !
FINANCING o _ ‘ R . S :
" 20, Tamil Nadu Industriat ..~ .- - 1,20000 . - 1,200.00 28,500.00 - - 28,500.00 — S e 6,10000
‘ Investment Corporatxon o : o : - (48,324.00) o 0 (48,324.00) i . .
Lxmxted'% o . . o ) L T S B Lo B i
21, Tamil Nadu Tr;msport PRI NCEE R Cee e o - : (S,obo,oi)) e - " (8,000.00) - e - ER— -
Development Finance - o : . : ) o ) o o e ' o .
" Corporation Limited - -




Audit Report (Conunercial) for the year ended 31 March 2005

(0

@)

3(»)

a(b)

3(e)

3(d)

“w “_

4(c)

4(d)

S(a)

5(b)

5(c)

5(d)

(6)

22,

25,

26.

7

28.

30.

INFRASTRUCTURE
DEVELOPMENT

Tamil Nadu Urban Finance
and Infrastructure
Development Corporation
Limited

Tamil Nadu Rural Housing
and Infrastructure
Development Corporation
Limited

TRANSPORT

Metropolitan Transport
Corporation Limited

Tamil Nadu State Transport
Corporation (Madurai)
Limited

Tamil Nadu State Transport
Corporation (Coimbatore)
Limited

Tamil Nadu State Transport
Corporation (Kumbakanam)
Limited

Tamil Nadu State Transport
Corporation (Salem) Limited

Tamil Nadu State Transport

Corporation (Villupuram)
Limited

MISCELLANEOUS

Tamil Nadu State Marketing
Corporation Limited

5,149.92
(grants)

5,986.44
(grants)

4,000.00

6,200.00

2,913.00

3,900.00

2,000.00

3,117.35

11,136.36
(grants)

4,000.00

6,200.00

2,913.00

3,900.00

2,000.00

3,117.3§8

- (19,328.11)

(225.00) -

*(6,500.00)

(19,328.11)

(225,00)

(6,500.00)

-

TOTAL (A)

§,037.72
5,432.50

(grants)

1,23,792.70
8,562.08
(grants)

1,28,830.42

13,994.58
(grants)

40,547.85
(1,93,987.49)

9,241.00
(10,642.46)

112.37
(112.37)

49,901.22
(2,04,742.32)

61.00

3628

97.28

6,100.00

100
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9245455 - 14386 " 92,454.55 (3,84,496.00)

. . T6147 70 (gramts) . 020533 deow TS
L (grants) o e . (grants) )

) 92,454.55

20533,

“u (grants). -

1 'I’amll Nadu Elactncxty Board

(grants) -,
'2,16,247. 25 S

| 49,9012 .

| 40,547.85 i 122
i (5,89,23832)

(57848349 - (12
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Subsxdy 1ncludes aubsmy recelvable at: the end ot year, whlch 1s. alao sho
Rl Fxgures in bracket mdlcate guarantees outstandmg at the end of the year

s thp compames/corporatlons




Audit Report (Commercial) for the year ended 31 March 2005

ANNEXURE-4
(Referred to in paragraph 1.7)

Statement showing financial position of Statutory corporations

(Rupees in crore)

Particulars 2002-03 2003-04 2004-05
(Provisional)

1.TAMIL NADU ELECTRICITY BOARD

A. LIABILITIES

Equity capital* 225.00 425.00 510.00
Loans from Government . - ==
Other long-term loans (including bonds) 7,281.82 9.104.85 9.280.47
Reserves and surplus 1,314.81 1,347.82 1,375.65
Others (subsidy) 2,346.99 2.755.27 3,145.69
Current liabilities and provisions 6,324 .95 5,874.00 7.046.99
TOTAL (A) 17,493.57 19,506.94 21,358.80
B. ASSETS

Gross fixed assets 14,769.20 16,535.08 17,516.29
LESS: Depreciation 5,329.05 6,291.60 7,363.36
Net fixed assets 9,440.15 10,243.48 10,152.93
Capital works-in-progress 2,910.38 2,702.26 3,179.93
Assets not in use 255 0.31 0.28
Deferred cost 4.59 9.81 7.65
Current assets 3,830.98 4.136.12 4,497.51
Investments 0.29 9.20 9.24

Subsidy receivable from the Government - A S

Deficits ' 1,295.63 2,405.76 3,511.26
TOTAL (B) 17,493.57 19,607.63 21,358.80
g CAPITAL EMPLOYED* 9,856.56 11,207.86 10,783.38

It represents loan converted into equity capital and are subject to adjustment against subsidy receivable
from Government.

Capital employed represents net fixed assets (including works-in-progress) PLUS working capital.
While working out working capital, the clement of deferred cost and investments are excluded from
current assets.
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- Annexures.

(Rupees in crore)

2. TAMIL NADU WAREHOUSING CORPORATION

Particulars N 2002-03 - | - 2003-04 2004-05
: _ T i - . SO (Provisional) .
{A.  LIABILITIES ~ s 3 ) B
Paid-up capital ‘ 7.61 - * 761 7.61
_Réserues_ and surplus ‘ : 3040 _ -31.27 - 33.22
Subsidy i 1019 019 018 -
Trade dues and current liabilities. (mcludmg prov151on) ,7'25 7.43 - 9.06
TOTAL : ‘ 45.45 © 46.50 '50.07 -
B ASSETS _' ’ -
Grossblock 13989 40.02 40.33
LESS: Depreciation £ 10.93 12017 13.04
- Net fixed assets” ' - -28.96 28.01 - 2729 -
Capital works-in-progress 005 o - -
Current assets loam and advances - 1644 118.49. 2278 .
[ToTaL = e 4545 | 4650 | . 5007
C.: -CAPITAL EMPLOYED" | - -38.20 39.07°| 4ro1
|
i
|
|
l
|-
I
.
a .
\'

2-22-Ara

1

Capltal employed represents net hxed assets PLUS workmg cap1tal
‘ o . 103
- ]
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~Audit Report (Co'mmercial) Jor the year ended 31,March'20705. » '

ANNEXURE-S

(Refened to in. pal agn aph 1 7)

Statement showmg wor kmg nesults of Statutory cm pon atlons

_ TAMIL NADU ELECTRICITY BOARD

104 ::

1. -
SL * Particulars .2002-03 | 2003-04 | . 2004-05. |
Ne C s ;A‘(]?rovisional)--
1. | (@ Revenue feceipts- - 9,515.74 *11-,50‘8.'21“ “+1,835.22
. (b) Subsidy/subﬁentibnfrom Govemincnt .2,212.14 - 250.00 - 92450
'TOTAL . R | 1172788 |-11,75821 - | 12,759.72
2. | Reveriue expenditure (net of expenses capitalised). - -|.” 10,203.30 : ;7--1,1,421.;1_5 ~1 11,945.41
: including write off of intangible asseta but e\cludlng ’ S el I
. depreciation and interest " [T I
3. ;Gross surplus (+) / deficit (-) for the year (1 2) 1’5,'24.58 | 33706 814.31 .
"4.. | Adjustments relating to previous years - . 8245 | 28757 1S
5.7 Fingl'gross surplus (+) / deficit (-) for the year (3+4) - 1 ,607.03 © |- 7 624.63. 17 82556
6. | (a VDeprec‘iation (LESS: Capitalised) . " 816.73 969.97 ':'71',0’_79:13' X
(b) Interest on Government loans. - — —
.(c) Interest on others; bonds, advance, et(;., and 931.72 |  981.02 1,084.30
finance charges :
“ (d) Total interest on loans and ﬁnance charges (b + . 931.72 - 981.02 1,084.30
() LESS: Interest Capitalized 253.99 | 21623 | 23238
(f) Net interest charged to revenue (d) — (e) - 67173 764.79 - 851.92
(g) Total appropn'atio-ns‘ (a)+ (f) - ©.1,494.46- - | 1,734.76 1,931.05
7. | Surplus (+) /deficit (-) before accounting forsubsidy | (-)2,099.57 | (-1,360.13 | (-)2,029.99
'from State Government {(5) -6 (g) -1 (b)} R l E
8. |[Net surnlus (+)/ deficit (-} {(5) - 6(2)} -112.57 ()1,110.13 | (-')1,1705.49
9. | Total return on capital employed” 790.30 - | ((9345.34 ' "(-)253.57
10. | Percentage of retnrn on capital employed 8.02 -

" Total return.on capital employed represents net surplus/dcﬁc1t PLUS total interest chdrged to Profitand - - -
, Loss account (LESS interest capltahsed) . . .



- *2. TAMIL NADU WAREHOUSING € ORPORATION

2004 05
(Provxsmnal)

Ihéoin’e’

a).| Warehousmg chargea g

) ‘Other mcome R

' TOTAL >+

'Expemes

VEstabhshment charges

‘Other expenses T

o
' ;;TOTAL o

~Prot1t (+) /Loss ( ) before tax -

iOther, gipproprlatlons/adjustmen'qs,fi{ -

* | Amount available for dividend .~

| Dividend for. the year (excluding dividend’

: ,Total return on capltal employed‘; O

18. _'Pcrcentage of retur

i jcapltal employed




- Ai?(lit Report '(Comnwrg:idl) fa.r:the yéa’r éndg:d 31 March 2005.

ANNEXURE 6
(Referr ed to in pm agmph 1. 11)

, Statemem showmg oper ational per fon'm:mce of Statuton‘y COrpors? 'mmns
S S TAMIL NADU ELECTRICITY BOARD

st 1 - . Particulars - .. -~~~ | 200203 | 2003-04 2004-05
No : N . T e e . Y P | (Provisional)

Ry Installed capacity . - I T (W)

(2) | Thermal . . o - © | 2970 | 2970 | 2970

“(b)-| Hydel - S | ne9ss | 1996 | 1988

() | Gas - - R 321 | 424 | 424

) | Other = o B I U IR I P LI

“iToTAL - . - . . . {5306 | 5409 5,401

‘[ 2; | Normal maximum demand. ~ - | oeesT o} 7253 | - 7,556

| Percentage 1ncrease/decrease()over prev1ous year‘ S 4.04 . ‘ 1425 . ' 418 -

EY Powergenerated S ] o (MKWH)

@ | Thetmat -~ . . -~ | 21080 | 20431 | 20004

[ Hydet . o S 2724 | 2067 | 4426 |

©1Gs . ] 07 | 1592 | 2,003 .

1 (@) | Other - o . , 18 C24 | .18 7.
S |ToTAL . . T | 24929 | L 24,114 | 26,451

. Percentage increase/decrease (-) over previous year . . (-)2.48 (-)3;27» 9.69

"LESS: Auxiliary consumption - -

|-@ | Thermal - - I . R 1811 | L736 | 1,735

(Percentage) - N 859 -| 850 | 867 .

() | Hydel - . S 201 484" | st |

‘(Percentage) ) o ol 738 2342 | 567

1@ |Gas | S - 51 86 - | 1s

| (Percentage) .. - ; , - S 0 , 540 [ - 574

TOTAL - = . | 2063 | 2306 | 2101

(Percentage) R : 828 9.56 o 7.94 ‘

3. | Net power generated - o ‘ . _ : 22,866 21,808 '24,3,50’
6. | Power purchased ' ' ) » '

(2) | Within the State

@). "Government _"' . R - 8391 | ° 8,606

(i)-  Private’ - D 4994 | 5997 | 4825

‘ ,(5) Othef States 2 o o : - 4,067 | -
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.. Annexures . -

8L
No |

“Particulars ¢

- 200203 |

2003-04°

©72004-05

(Provisional)

(©)

‘Central grid

] 12’399

10,996

12,463 -

Total bowér‘?“’ﬁilable for sale” -

4192 |

50,244

' Power sold .- - -

(@) - Within the State -

736,077 |-

38,374 R

© 40,848

| ®) " Outside the State

352

| Transmissibh' and-distribution lbsses”_f

79797 )

8495 |

10.

Load factor (Percenta ge)

v

1 1558 |

11.88 -

' 25.00

1oy

7Thermal - k ' ‘

810

- 78.53

7700 -

11.-

-Percentage of transinission and dlbtrlbutlon lo:.se

power available tor sale’

8 to total

SL180 - -

180

180 -

12

» Number of wllages/towns electrlﬁed (in lakh)

EETTE

0.64

st -

13,

- 16.76 |

1703

1737 -

14,

- Number of pump sets/wells energlsed (m Iakh)

_Number of sub-, btatlonb ST

1,082

15.

Translmamon ‘and Dlstnbuuon hnes (m lakh KMs)

1,044

(a)

| High/medium voltage

1.24

144

'-l.ﬁé k

(-

Low voltage

"456

LT

16.

“Connected load (in MW)

;27 538

29,404 -

31,981 |

17-.

Number of constimers (in lakh)

16144

16651

17127

18.°

‘Number of employees (in Iakh) o |

- 0:87.

o8

7 0.80

j19:‘-

{Consumer/employees rdtl() (No of con;umerb pe

r emponee); B

185 56]

119822 -

21409

_Total e\:pendlture on btdﬂ’ during the  year (Rupees in crore)

1 552 67

1,634.26 |

1 647 98 :

2'1_:

-Percentage of expendlture on btaﬁ to. total revenu

expenditure .-

é

1318

1242

1187

22

-Units sold_

(MKWH)

@

Agriculture' -

. -9,030-

. 9,588

9,764 ..

'Pcrcentage qhdre to total units sold

12478

2370

®).

Industrlal

12,667 ..

13,497

15,349

) | Pércentage sharo'to total lifxi_‘ts'sold', L

- 34.85

© 34.88

3725

@]

Commercial

-3,586

3,498

3,794

- 'Pefc,entagé-shafé to total units sold

987

9.04: |

e

Domestic

$ 9,003

19,894

9,857

 Percentage’ share to 'tot.al'unit'sA sold

<2477

12557

2392 ¢

(e)

Others -

72,061 -

- 2010

2,436.

567

573

5.92

| Percentage share to 't_otal units sold -

| TOTAL .

36,347

38,697

41,200

B TR



e -Aundit Repér((Cmnmér&éi) Sfor the year elrded-.ilr_MurcIi ~2005 e =

Sk -

’ f?arﬁcnlars

200203 °

| 2003?04,-;

1200405 |

(Prm ision al)

Lo ‘(P'nse per KWH) A_ :

(@

' Revenue (excludmg submdy from’ Govemment)

- 262

L2977

287

: Expendrture

296" -1

3150

319

©

“Profit (+)/ Loss (- )

S ()34 -

(I8 -

@ -

Average eubsrdy claimed: trom Government :

22

)

Average mterest charges

26

29

. TAMIL NADU WARE HOUSING CORPORATION . ." "

Partrculars

12003:04

.2004-05. |

- Number ot stauons covered .

©2002-03 "

65,

65

Storage capacrty created up to the end ot the year (tonne n

| lakh)

e

"Owned -

6.00

© 6,000 |

Hir'eri"

036

036" )

| TOTAL

636

636"

n Average capacrty utrhsed durrng the year (lakh metrrc 2
| tonnes) * S

3.52

A Percentage of utrlrzatron

B

58

T 55

IE Average revenue: per metric. fonhe per year (Rupees) I

35492 -

- 38188 |

e A Average expenses per metnc tonne per year (Rupees), R =

- 26442

32028

33468

<p

e Revenue e\pendrture lnCh.ldbb deprecratron but e\cludes mterest on long-term loane S N
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Audit Report (Conunercial) Jor the year ended 31 Marci 2005

ANNEXURE-8 -
 (Referred to in pag'a;gmph 1.30) -

‘Statement showing paﬁd-up capital, investment and sunamanised_woﬁ'ﬁcﬁng n'esuﬁts of 619-B winpames as per ‘fcheﬁﬁ’ latest finalised

 accounts ' » 5 o
(Figures in columns 5 to 17 are ]Rinpees in Jakh)
st [ Name of . Status Year of Paid-up . Equity by A B Loans/grants by . Total jnvcstnient by way of Profit (+)/ | Accu-
"No. .company ' account capital : ) . . . o . . _ equity, loans and grants . Loss (-) mulated -
) ‘ : ‘ - - - : PP R . g ; — o Profit (+)/
State .- State |- Central Others . | State | State - Cen- State ' | State Cen- - L Loss (-)
Gowt. Govt. | Govt. and | - Govt. Govt. | tral | Govt. © | Gowt. - tral R R
. com- - | its .. com: | com- Govt. | | com- Govt. |
) . ‘ panies | ‘panies T © .| panies s ) panies R N
w [ @ 3 @ L) ©® )] ® | O (10 A1) 1z j; a3 - L) asy {. ae an
1. Tamil Nadu - Working 2004-05 5,1266.01 - 668.40 695.10 902.51 | --- e - . == | 66840 695.10 | -(-}559.72~ : ¢)3,722.12
: Telecommuni- . B L s R (295%) . (30.7%) - | (39.8%) " | ] BN BN : . . o BN B
_ cations Limited ) - } . A N o ' R '
2. Ti'del'Park‘ \Vorkfhg 2004-05 |  4,400.00 ) — 1,275.90 : i | "3,125.00 | e g — e 1,275.00 R 2,588.91 - 5,144.13
Limited - ) . ) (29%) S (71%) C R ' . : " ’ L ‘
3. | TamilNadu ' | Working | 2004-05 | 693599 | 244449 | 23602 | '~ 425548 " e | e | e | 244449 | 223602 el 379460 | 21,531.48
. | Newsprints and’ . . (352%) | (3.4%) ©r | 6e14%) | . - b . : . K : o
- Papers Limited "o : - : i
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. Annexures

| ANNEXURE=9 R
(Reﬁ'eﬂ ned fo in- pamgmph 2 113)

Smtememt showmg pn @duc&wn hom‘s ﬂos& daﬂe m van ious ne&smms im’ Tamnﬁ Nadu Sugm Con pomﬂmn anﬂ\ted :md

Pem ambaﬂm Sugan' Mnﬁls Lxmnted

j . .A""""
. g

| (Figﬁrésf;iﬁ;pér‘?centage)_ 7

|'SL [Reasoms.- ] Norm. | oo TASCO (AASM) ;’:i e R oiIpsM o T
“Ne. | L | 200001 | 2001-02 - | 2002-03 2003-04 20@4-05 zooo o1 [ 2001-02 2002-03 | 2003-04 | '2004-05 °

1. | Nonavailability | ~ 2 . | .391 | 354 | 172 |..210. 6 95 ) "‘-098_.. _ 057‘“, ‘; 090 . | -802.- | . 1038 .

7| of suparcatie o

"2 | Engineering | 2.5~ | 395 58’ | 251 | c212 | o.-'5_62.;** ;':18‘;7_()} N R .8.74,‘1’f . 855 [+ 203 | 250 %

3. |Gemeral - . : | 3 | 358 | 451 |-4lo | 251 | 398 .| 4190 | 620 | 477 o s
»C]eanlng y “ . ! . - : . = i R oL : . . »"‘ . . “. : . B “‘ . P ) b ' .

s [Total “- " | g | 1245.] 1345 | 9.097 |..840. | ‘1149 | 1400 | 1659 ;"315 14, T 1138 | 1640

11

4 |Others "o 05 | U101 | 022 | 076 .| 167 |- o o227 T1os. | o9 |t 133 fL 0350 foc




‘.‘c'Anvufiit Reﬁot‘.t-(Céiiilpaercidl) fbfuthé year ended 31 March 2005' . ST

:  ANNEXURE-10 o
,E'«,](Refek'rgd to'in péﬁkégmp‘h 217) L

R Smtement showmg extra expendltune due to excess consumptmn of steam oven the norm: -

m Tmmnﬂ ‘Nadu Sugan Con pm atwn Lumnte(ﬂ aumﬂ Pen ambaﬂm Szuxgan Mllﬁs annted

.No

coseb S | - 2000-01- 2001-02 ,-20027031 200304 - 200405 | - =T o

- _'TAM}DL NADU SUGAR CORPORATION LIMITED (AASM)

"1 '] Power generatlon Kwh) - . —'92 55,152 -88 35, 834 8566306 74,21,410: ©56,61,540 :

2.1 ‘Steam required as per niorm of 75" -|- 1,23,402 | 117,811 | -1,14217 | 98,952 |' 75,487
o Kwhpgrtonneofsteam(l\d"l‘)ﬂ . T A e T PR

: 3. | Steam actually consumed (MT) ~ |~1,29,268 | 1,16,771-< 124,174 | 1,07,987 | 85,025

+] 4 'Excess, conéumpﬁon of Steém " 1 5865 - | e i) 9,957 f: - 9,033-»‘i" . 9538 .

V‘ S Generatlon cost of steam (Rupees"- 162.23 ,29_3.‘87~i . 37709 38237 1 w38237
.. i per MT) ‘ P N S R N ML AU I D

“--}.6. || Extra expenditure mcurréd e oest | --- .37.55 0 |- 34550 | 03647
© ] Rupees in lakh)*" SRR L A T IR T

V'APERAMBALUR SUGAR MILLS

1. | Power generation (Kwh).. ! 89,30,476 | 97,55,562 | 97,26,733" | 49,40, 067 1 61,85,760

“|-2. |- Steam fequired-as per norm of 75 - |- 1;19,073- | 1,30,074 | 1,29,690 ‘| 65, 868"~- L8477
Kwhptf;‘r,tonnepfsteam»(MT) B O LRI SO ST o

13, Steam actually consumed (MT) ~.:1,31,804 |~ 1,44,483 | 143.847 |, ;7’1,‘61’2;7-':} 90,045 )

4 Excess-éonsumption ofste_am' | 12,731 | 14409 | 14,157 o 5754 < f 7568 |

|5 | Generation-cost.of steam (Rupeesi 245237 .| 24506 | 257.54- | 31074 .| 31074
| perny | SECE RIS PR AT R R

1-6. Exira expend1ture incurred o322 "_35.'31 3646 1785 ’_""’23.52’
" 4 (Rupeesinlakh)y ~ - 7 - 0 o o SRS IR

Ttz



o ANNEXURE=M
" Referred to m par agu aph 2. 18

. . Annexures

TASCO (AASM) e

1200001 |

2001 02

| 200304 |-

‘ 2004:05

200001,

4 2001-02

| 2002-03 ]

200304, |

1200405 |

- | Power consumed KWH

1,03,93,160

-1,02 91, 733

‘95" 36,135

js,,l,_l,43;_8_ié2‘

65 07 101

97?,”5_‘1";,945

| 1.04.82, 5‘62"

11,06,70,061

55,85,.823 |

6290002 "

a0 T‘ 'Stlgarcarlé crushedMT ‘

4 ll 132'.‘ ;

3 76, 235

4 19 479

:5'?‘3;7]}-,5_6,3

12/91,319 ;| 4,3

4 40 060

C27s T |

- |- Power" consumptron per

. i{*MT of sugarcane

5‘25 28

: .27 35(”; 2t

22730

2233 T

| 2382

2458

27285

i‘_‘_.‘.; _crushed. (KWH) = .

."Excess power.

L ‘t:onsumed Vb norm of
- ‘ 21 KWH ‘

- :Excess power ‘

.| consumed-(in, lakh
CKWH)@QX®)

= 15.’54: )

. Average rate of’ power: |
© 4" (as per. cost audit .. Sl
:”report) (Rupees per e

T

Cost of e excess power

conaumed (Rupees in. .|

o lakh) (5) X\(G)

| 2082 L




- Auﬂii Répoﬂ-(Commercial) Sfor.ithe yéar endéd 31 March-2005

ANNEXURE 12

Lnst of Goven nment companles nevnewe(l for Con porate Goveu nance

(Reﬁ'ern ed to in par agn aplhs 4.19. 2 &md 4.19. 14)

| SL.No.

< Name of the C'ompany , Paid-up-capital as on
o . L . 31 March 2004
, -‘(Rupees in lakh) o
Lnste(l companies ° 15 h
1. Tamil Nadu Telecommunications Lxmlted (TTL). ) 2,266.01
2. T am11 Nadu Newsprmts and Papers lelted (TNPL)- v6,935.86 o
‘3. | Tamil Nadu Industrial Explosives Limited (TEL) 2,695.68
. .| Unlisted companies
4, “Tamil Nadu Industrlal Development Corporatlon Limited (TIDCO) : 9,4l7.31 -
'5. | Tamil Nadu Small Industries Development Corporatlon Limited (SIDCO) -770.00 - -
. 6. Tamil Nadu Magnemte Limited (TANMAG) ) 1,665.00 _
. 7. Electronics Corporatlon of Tamil Nadu Lxm1ted (ELCOT) ' 2,593.05. '
*.8. | Tamil Nadu Minerals Limited (TAMIN) - ' , 786.90 .
9. .T_annl Nadu Sugar Corporation Lm_nted (TASCO) - .77'9r1-5 : N
10. | Tamil Nadu Cements Corpofation Limited (TANCEM) 3,74180 -
' ll : Tamil Nadu Adir Drav1ddr Housmg and Development Corporatlon L1m1ted — 7,575.41 :
| (TAHDCO) ) : : ‘ R
SIS | Tamll Nadu Backward Classes Economlc Development Corporatlon Lxmlted : 1,157.01
1 (TABEDCO) : ‘
E - 13. | .Tamil Nadu Civil Supplies. Corporatlon lexted (TNCSC) 3,319.10
I »14 . Tamil Nadu Tourlsm Development.Cotporatlon lexted (TTDC) 67863
| 15. - Tamil Nadu Urban Fi ma_nce .and _Infrastructure Development COI'pOI‘dllOI‘l 3=200'00.
5 Limited (TUFIDCO) _ o
116. - | Overseas Manpower Corporation Limited (OMPC) : 15.00
:‘17. ‘ Poolnpuhér Shipping Co’rporation Limited (PSC). 2,053.00 o
18, | TIDEL Park Limited o 4,400.00
19 | Tamil Nadu State Marketing Corporatlon Limited (TASMAC) - 860.00
20. | Tamil Nadu Fisheries Developm_ent Corporation Limited (TDFC) 445.52
‘ ?21. | State Industries Promotion Corporation‘of Tamil Nadu Limited (SlPC_OT) 14,321 25
+:22. | .Tamil Nadu Salt Corporation Limited (SALT). ' 317.01 -
/23, | Tamil Nadu Small Industries CofporationLirnited (TANSI). 1,505.26 -
- 124, | Arasu Rubber Corporation Limited (ARC) 845.00
25 .Tamll Nadu Textlleb Corporatlon lelted 7154.00
i26. .| Tamil Nadu Zan Limited (Zarl) ' 34.40
27, . Talml Nadu Handicrafts Development CoxporatloriLimited 293.40 -
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. Ansiexures .

SL.No. |-

| Paid-up capital as on’

Name of the Company * up
: S T .31 March 2004
‘ \ ERE ‘ e , (Rupees in hkh)
28. | Tamil Nadu Handloom Development Corporatior Limited | 42924
-29. .| Tamil Nadu Forest Plantatlon Corporatron lelted (TAF CORN) o ._376.00 U
30, ] PmanﬂxﬂurSugarhdﬂlLunned(PSND 41735
“31. -| Tamil Nadu Ex-servicemen’s Corporatron meted _ o 722_7.91
32, ¢ Tam11 Nadu ‘Power. Flnance and Infrastructure Development Corporatlon L :"'2:-,200.00.» ’
T .lelted RS N f : ' o
33 ‘ Tam11 Nadu Corporatlon for Development of Women lerted ot 78.42 ) :
1 34 B ‘Tamil Nadu Pohce Housing Corporatlon erlted ‘ 7 100.0(_)"3'
| -35. ~Tainil Nadlr Medlcmal Plant Farms and Herbal Medlclnes Corporatlon L ':20;75_"'*7: -
- ‘Limited - L T . EEAEE
Bl 36." | Tamil NaduMédic_al Serviees,C_orporation'Eirjnited e S ..7300.00 -
1037 .PallaVanTransport Consultancy Services Lim:ited (PTCS) E . 10.06 R
| 38. | Metropolitani Transport Corporation Limited QTC) - 24,296.81
39, Temil Nadu State Transport~Corporation (Ma‘cjluraij, Lirni‘ted‘ . 18,695.96. " -
'40. | Tamil Nadu State Transport Corporation (Coimbatore) Limijted?; o . 1,739.08
1. e “Tamil Nadu State Transport Corporation (Kumbékonamj' Lintited7 N +10,484.04
0. Tamll Nadu Industrial Investment Corporatron Lxmlted (TIIC) T . 7,249.56 e
43; 'Tamll Nadu’ Transport DeVelopment Finance Corporatlon lelted (TDFC) 6,174 TS i .
4. | State Express Transport Corporatlon Limited (SETC) = 1 2,07537 B
"45. | Tamil Nadu State Transport Corporgt_ron (Salem)Lumted - | ‘ _4,03,4.»7:41 ,
[ 46. - | Tamil Nadu State Transport Corporation (Villupiram) Limited o _6,_61_0.2'(1‘,v,-‘

s




e ._‘»Audil'kéﬁqﬂ (Caitniwré;fai) for the year ended 31 Mgrch -12005 .

ANN]EXURE Il3
(Refen ed m m pamgﬁ'aph 4. 19 M)

o ,Aq‘tfetn@&m;rapei @.ﬁ'— Dﬁhﬁe&b nfsfﬁha &h'é Bda’nd Meeﬁir’ngs;oﬁ'- GdVen"nmeﬁt 'cr_omvpzmie’s' ol

- S { Nﬂme of the Com]palny e iléeﬁ-odﬁ: Numlbe]r of - N“‘m“’fet;":f,ﬁ' ‘. Number of 5"
IR No R T RPN meetmg& hem | Directors " | micetings: - -
) s T TRl S R i‘\ttended -

|- Tamil Nadu Corporatlon for ... 2001-02 to-fo. : 13 Sl 1 R 2
- Development of Wom nLumted 42004-05 ). ook A D
s | 200102 to_’

Metropohtan 'I‘ransport -
Corporatxon lelted

: »'VI'a,m_ll _Nadu State Transpért S
- | Corporatiori (Madurai) Limnited -~

. ":20024}3 to?
| 2003:04.
120010210 -
| 200405 -
- fzqomz;_m a8 o
G 12004405 :
“Electronics Corpo : '.j,jiziéf_;..T_é'rnﬁ;} 1200102 fo"
Nadumeed S :20(‘)4;_05;--_; -

e T




v

(Reﬁ'en‘ed te ﬂﬁ

V.Aﬁend:mce in Annuaﬁ Genemi Meetmgs of »

lpamgmph 1 12)

ovemmem‘t wmpames

i Annexures

"»,-Sl.'Nj(“)‘;‘ Lo que of the Ceﬁipany; g

i Year of, Annual

General Meetmg

[

Total number of

dnrectors T

i,Number of dnrectors
not: attended the -
. ‘meetmg

S Arasu Rubber Corporatlon
s lelted L

200’24)_3-@'—20044)5,

il
o

- f;; ’I‘amll Nadu Mmerals lelted

2004—05

2002—03 and -

“Tamil Nadu le Supphes

Corporatlon lelted

' . ;20014)2 fo 20044)5; »'_ L

I

L '1Corporatlon Lumted

- Tarml Nadu Urban Fmance and

‘Infrastructure- Development

200304

| Tidel Park Limited_

22ESTE




;Aic(lii Report (Commerqial) Sor the year ended 31 March 2005

ANNEXURE-IS
(Refea ned to in pamgn ‘aph 4. 19 13)

Vacancy posmon of Duectms m Goven nment compames .

__Sl.No. * ' Name of the Cbmpany . |- Total number of 'Vdéancyiposition "fVacari,t from -
o g : | directors - - | of Directors - | = ,
1. | Tamil Nadu Fisheries Development - | - 9 - 2 | 15.07.2004
| Corporation Limited _ : - , . : 7
2. | Tamil Nadu Industrial Development - N T s U 14072004 -
; Corporation Limited - . ‘ - L o
3. - | Tamil Nadu Textile Corporatlon b 70 3 Décember 2002
‘ Limited o .
: 4.-  Tamil Nadu Handloom Development . 120 _ 3 0 29.12.2004 '_ '
o Corporation Limited v R .
| : _ I o 1| June2002t0 -
5. | ArasuRubber Corporation Limited - |~ 0 N | December 2004
S . S v 21 - . December 2004
6 Tamil Nadu Sugar Corporatlon B 9 20 s 15.06.2004 -
.+ | Limited o - - e
7 | Perambalur Sugar Mills Limited . | -~~~ 6 1 7 .01.08.2004

) 8 Tamil Nadu Urban Finance and . o ' . 11 o 3 - _ B 30.06_.-2003 .
S Infrdstructure Development. o : ‘| S '
C‘Vorxpor_}athn lel_t_ed

9/ | Tamil Nadu Power Financeand .~ |~ -% 7~ |- 10 | 22022004
¢ | Infrastructure Developmeit R B . P C
| Corporation Limited

: Zfl()f;f - .Tamxl Nadu State Transport S R § ' 1 7 June 2004
o "\ Corporation (Villupuram) anted B N I P ’ B :
1L Poompuhar Shlppmg Corporatxon : a 7 . 1 - 10.12.2004
7| Limited == _ I . : :
" 12, Tidel Pack Limited D 1| 29.09.2004.
118 - -
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e
‘ ANNEX@R}E=16 S
(Refen red to in pamgmph 4 Zl)
Statement showmg detmls of compames hawng snmnlm objectwes
- | SL | Name of the company - | Date of - L Objectlves o , Penod of | Administration | Status as per Accumulated |.
| No | - I incorpo- BEEE R * - |‘accounts | expenses ... . |latest available = | loss o
SR | ratiom - ‘ : ‘ (Rupees in lal\h) \accounts proﬁt;
| |t )
"Industry“‘ o ‘ e Ly : RS
- | 1. -| Tamil Nadu Industrial. 25 May 'Promotmg, 1mprov1ng, - establlshlr_lg__A’ and ,2003.-04--' ‘A, 313.39_ L 4,0,_.V:3Ai' s
B R Development Corporatlon{ 21965 . developmg industries " ifi the State.. Promotlng . T BT
Lmuted | and operatmg for the dlspersal of industries in‘a:
- | manner ‘conducive .to | the’ balarice | reglonal"
: N L ‘developmentofthevanouspartsoftheState R B o e
| 2. | Tamil Nadu Small = | 23 Match Promoting the interest of small or, any other | 2003-04° | = .1,171.37’ S1721 -
" | Industries Development -~ {-* 1970 | industries. in the¢ State' and.providing them wmh; T ' RIERTREN L
.Corporation Limited ’ "+ | assistance of all klnds Promoting ‘and operatmg 1
e Co schemes for the development of lndustnes in the
State: - | Sl SR AR Lo o
-1 3. | State Industnes 25 March - Carrymg on . _the busmess of an" mvestment 2()03-_04_ 60{0.’1;0 ' ‘-'85'75..0;_8‘: -
~ .| Promotion’ Corporat1on of - company for provxdmg mdustnal finance to |-" " 0 T o AT

Tamll Nadu L1m1ted

19T

mdustnal entexpnseb in the" State for- startlng,
‘running, expandlng, modermzmg or. otherw1$e
"The main objective did not provide for area.

) .development activities however ‘based on the:

Goveriment order the company is engaged in

* . | acquisition and - development ‘of " land - -with.

| development.

‘1ntrastructure fa0111tles to promote mdustnal I
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v Atttlit R}epoﬂl‘ (Cbnm'cepjeial) Jor the yedp" é)zded 31 March 2005 . .‘ B

| Ne |

(Rupees in lakh)

&/

| loss (=) )

-|: 8L -|- Name of the company. .| Date of | ‘Objeétiees |Period.of - ‘Administration _| Status as per.‘,.- "Accumulated
L ' " | incorpo- oL .accounts | expenses | latest available loss ‘
- ration ‘ accounts profit = | ;

i Tamrl Nadu Forest

Pla.ntatron Corporatron
ﬁ L1m1ted e

13 June

| 1974,

Acqumng on lease Govemnment - forest lands for

eucalyptus cashew, casuarina or other: su1table

S species - for the “purpose ‘of development of |-,
mdustnes based ontheir produce. Carrying on |’
the businéss ‘of planters, cultivators, sellers and |, .

“dealers . in - tlmber plywoo'd,' pulp‘wood.?
matchwood ete. .. ‘ ‘

.+ 2003:04
‘| raising - torest plantatrons in- parttcular of |

- 706.64

- 342,79

f ; Tam11 Nadu Tea _ p
. Plantatlon Corporatlon N
y",errted - :

Y

August '

1" 1975+,

Promotmg, purchasmg, leasmg or developmg tea

crops '

1200304 |
and coffee; estates in: the State. . Carrying-on the | T

“bustness -of - planters, cultivators, sellers -and |
dealers 1n tea and coffee and other commerc1a1 -

C 7932

" '(5)‘3.719.66‘

© 564.98

j Arasu Rubberl“._" ‘
' |-Corporation. .

_,AUgust .
1984

Acqumng on, lease from the State Governmentv
.the’ rubber- plantations - in Kanyakuman District | .-
- and other suitable, areas in'the State by purchase I

- of lease for raising rubber and other plantations.
Carrymg on the. busmess of planters cultivators,

agncultural crops e

. 2003-04

B sellers and; dealers 1n tea, coftee cocoa and other S

T35 . 11744

243988

structlon LT

}Tamll Nadu State .
l Constmctlon Corporatlon

;February

Invest1gatmg, desrgnmg and constructmg all'
-kinds of work in the: State or. outsrde the State tor 1:

200102 [

23710

- (%)647‘:58

T 264385 |

i |- Limited ~ o .| - 1980 - | private-or public. . : , Ao I Co
" 8.+ Tamil Nadu Pohce | 30 April | Investigating, des1gnmg,_. . executmgw _»and . 2003-04" | ~744.62. 0 86.66 .-
- |'Housing Corporatton .- 1981 constructing of - all __kinds‘ of works and [ - S S
‘erlted ' |:conveniences . in - the : - State - or elsewhere.
Formulatmg and executmg various schemes for | o .
f" | serving ‘and. retired Ge ernment servants 1n the SRRERNER

: Pohce Department




st

/| Name of the company

Dete‘of'

_mcorpo— g
S _ratmn

T Period of
‘accounts -
LR (Rupees m lakh)

Admmlstratlon

expenses

Statuis as per

N Accumulated d
latest available . ¢

,accounts profit "
G/
- -loss ()

loss .

‘ v:Infrastructure Development

B

Tamﬂ Nadu Uy ‘n"‘

| Fmance and’ Intrastructure
{:Development Corporatmn

21 March
‘ 1990 -

). + -Tamxl Nadu Power
Fmance and Inirastructure
! Development Coxporatlon

27 June

1991

.mamtenance ot pro1ects and schemes for the ;
 |vinfrastructure * development.
, ‘purchase requ1rement of cables transrormers etc.

QFmancmg “hire |1




- Allulit_Repbrt (Comm'erciai)-ﬁr the, yéar eiidgd 31 Marclx:2005,_

ANNEXUR]E 17
(Refex ned te in par: agmph 4.22, 1)

. Smtemem shewing pm agraphs/r eviews. fon whnch expianaton'y notes wene nmt necenved' '

SL | Nameofthe | 1997-98 | 1998-99:)°1999-2000 |- 2000-61 | 2001-02 | 2002-03 | Total :
No.| -~ Department |~ - B . : RN

1. | AdiDravidarand | - | -~ | = | - |1 ] 1 2
o TrlbalWeltare - B . S o T W

2. ;Energy . S T 1 Lo - b

3. Handloom, . - e e . — 1 —_— 1
Handicraft, Textiles | - - ' T ‘
and Khadi = -

4. | Highways - . St D B B '--,;:v" R 1 — 2

5. |Industries < - [ e |7 s s | 4] oar

6. | Rural Development I T - - U T 1
"~ fpandLocal ' ' 1L
" Administration

7 'Smalllnduvstries'Aw s — ol | 6" I N 4 L 4 |18

f8. Trahsi)on . - _ -=-=. R ’ _"__~' s 1 B -1

CTOTAL |- 1 <) 1° | 3 || 13 | 9 |41
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AN N EXURE-lS

(Referred to in pamgraph 4 22 3)

. Annexures

Statement showmg persnstent urregularttnes pertammg to Govemment companies appeared in the Reports ol‘ CAG of Indm
, ' (Commercual) Govemmem of Tamnl Nadu :

SL No. -

Gist of Pcrsnstent

‘Year of Audit

Moxleyl . '

" _Gist of Audit

Actionable pomts/Actnon tobe

dit ' _ll)ctails of actions takeh'- 3
{ Irregularities - Report/Para value .- observations . .. taken ' S
. No. = " : (Rupccsin ' ' L o
. , - | erore) SR
1. Tamll Nadu Adl Dravndar Housmg> an(l Dcvclopment Con‘poratmn Lxmnted

The Company, while accepting the loss, |

S Inadequate internal | 2000-01/ Rs.0.17 - | Failure to evolve " ! Atest check i m audit revealed
' control ‘/ Internal-| 4A.9.1 | crore | effective.internal control the following system | stated (June 2001) that action has been” |-
_,_l___Audlt system USRI Ei —|-systems;” desptte | deficiencies’ which facnhtated the ~taken to iffiprove the emstmg systemm . ‘
. Con . : ,repeatedly bemg pomted umlsappropnatton Lo : w1th Tespect to’ collectlons 1ssue of cash 1
(,')Xulidl:zbtrlsl,eriglltlgdrfn - (a) Maintenance of control recelp 15, etc ' T
misappropriation of -records for collection and The matter was - repoxted ‘to the
'Rs.20,56 lakh during the‘ ’.remlttance by the same person - Government in June *20071; their- reply. S
" | years-1998-99'and "(b) Issue of receipts by cashier . | | had not been recelved (Septemberv R
L ;’1999_2000 Out of ﬂllS without counter signature by the 2001) e S
-| amount, a sum of ‘ ;:omgeteilt gulth ority (€) i Further developments and outcome of_ v
‘Rs.3.40 lakh was 'ox;(gagl;}:eciﬁzliggipam'on *| the - investigation are awalted (June .
s recovered : . | statement and (4) No check . 2005)
T lele Company had : ‘regardmg collchon of margm 'ﬁ, R
placed the delmquent |, money, subsidy etc., and
officials under. | similarly payments to the R R
suspension and also o vbeneﬁcmnes by the branches N
' |'lodged criminal ’ : : o
T complaints, - The"
outcome of the . 1
| investigation was ~* - g
awaited. -
123
b i




| Gnst oﬂ‘ Persnstemt

ﬂm'egaaﬁantnes

g '.Yew of Audit
Repoﬂ't/?am
Ne. - -

'Mm‘ney B

| value -
‘(mecs im
| crove) -

Gist of Audit .
observations— -

'Actmnabﬂe [pomts/Actnom to be :

‘ 'V“Dcataiii‘ﬂs :_ot‘ @otﬁons?takeﬁ .

e 12002-03/
1213

TRt
quantified-

The Company did not
have any: effective
mtemal audht system.
The Statutory audxtors
had been repeatedly

busmess, Statutory ;

1l audntors had ﬁlrthclr
| 'stated that the emstmg
“internal checkmg

"'As’lthéy'Coﬁlpany:l)asQQ ‘disttict :
. | offices, there is an urgent need

for a full-fledged and

[ mdependent mtcrnal audlt wmg
‘ i ‘.for the Company L

‘ 'mentxomng intheir - ']

| reports since. 1988689
that the Company dnd
| not Have. any formal
. | ‘internal audit system f' '

o ,commensurate with the A
- | size and nature of ;- -

it

system needed to be SR

. strengthened: - Though *
| the.Company has’*.
RPN nommated an ofﬁcer as

.| Internal Audit Officer, |+

1 he is.not being assigned | -
]e\clusxve internal audit -

Further developments are awalted (June ;
2005) . :

work




’ mvestment

development of

survey and cost benefit analy51s.

" el R | TR
. ' : -Annexures.
N P et i .
S
Sk No. | Gistof Persistent - | Year of Audit | Money Gist of Audit - Actionable pomts/Actron to l)c " Details of actions taken -
g Irregularities chort/Pan a value. _observations takcn B ' : ‘
‘ ' | No. (Rupees in B
, _ , - ‘ | crore)
2. Tamil Nadu Small Industries Development Corporation Limited ‘ ) : , » o ,
‘L. Non- | '2000-01/. | Rs.1.25 Failure of the Company | The Company should have - ‘| The matter was reported ta the
‘ recovery/delayed - |- 4A.5.1 - {crore to draft the provisional . - | drafted the provisional allotment ‘Company and the Government in July
recovery ‘of capital | - 1 | “allotment order properly | order properly and should have | 2001; their replies had not been .
cost from ~.the. and inordinate delay in | avoided the delay in working out | received. Further developments are -
allottees’ - : “working out and * ' the ﬁnal cost. of constructlon ‘awalted (June 2005)
‘ intimating the final cost X
| of construction resulted -
. | in non-recovery of . _
) '|'Rs.1.25 crore for more -
‘ ‘ | than five years. - : _ S
N 12002-03/4.12__| Rs. 114 _Failure to recover - |- Audit-observed- that -as per the - ~-|-The: Company- -stated (Marche2'003)'thdt :
‘ : crore+. - . |-expenditure on special | terms of MOU, the Company - | earnest: efforts were. being ‘made to' '
Rs.75.05- - "mamtenance as per the *'| could have recovered the - ° Tecover the amount atthe earliest.
lakh ‘Memorandum of "| amount by the endof .- But the fact remame d that even after |
‘ ' :Understandmg (MOU) 11999-2000. However the f i ¢ i full o
o resulted in blacking of -Company could collect only- - |- our years, the amount was no Y. ‘
RS Rs.1i ‘14 crore besides :’ Rs.2.34 crore dunng the years ' collected despite the fact that adequate R
| interest loss of Rs.75, 05 |1998-99 10200203, - provisions existed in the MOU to.
o 11 akh , A » safeguard the ﬁnanc:lal interests of the
1 o Company :
I I "The matter was reponed to Govemment o
o in April 2003. Their reply had not been | -
AT received. - ‘Further, de_velopments, are
T O , v v _ ‘ . ” - | awaited (June 2005). )
2. Failure to rconduct 2001 -02/ ‘Rs.4.16 .. | The Company without Before purchase of ]and for . | The Government inits reply (August
S demand . survey 4 A 4 1 7| crore + conducting proper ' : development of industrial plots, .2002) inter alia, stated the -agreement
‘| resulted = .-, in: | Rs:1 46 ‘demand survey, .- . |.the Company should have - “had been entered with SIPCOT to sell’
‘ 1dle/unfru1tful crore | purchased land for _conducted proper demand-

. these plots through them at their selhng

price.

B

| industrial plots.
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Audit Report (Commercial) for the year ended 31 March 2005

Sk No. | Gist of Persistent Year of Audit | Money Gist of Audit Actionable points/Action to be Details of actions taken
Irregularities Report/Para value observations taken
No. (Rupees in
crore)
This has resulted in Further developments are awaited (June
blocking up of Rs.4.16 2005).
crore and consequent
interest loss of Rs.1.46
crore.
2002-03/4.11 Rs.1.36 Failure of the Company | Before developing an industrial | The Company in its reply (December
crore to assess the demand estate the Company should have | 2002) stated that as a Government

before developing an
industrial estate resulted
in blocking up of funds
Rs.1.36 crore for more
than six years.

assessed demand potential.

undertaking, it had the responsibility for
the formation of industrial estate in
backward and rural areas, where there
was reasonable demand.

However, Audit observed that thete was
no demand at all in this case and the
Company was able to allot only two
sheds till September 2003. Thus, the
industrial estate was developed without
any demand survey before hand.

Further developments are awaited (June
2005).
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L Annexures T

, ANNEXUREM
(Referred to rn pamgmph 4 2,2 3)

Statement showmg persnstent nrreguﬂantres pen‘tnnnnng to Statutor‘y eorporatuons ap}peared rn the Reports of CAG oﬁ' Endna (Commercﬂaﬂ)
L c R O ".Governmentof’ﬁ‘amrﬂNadu : Sl S TS SR

SIlNo _Grst ot‘ ‘ Yearot‘ ' ..‘_M'mié‘y‘ :

Gist ofAudrtobsewatrons Actmnabﬂe ponnts/Actnon
Persrstent L j‘Audrt Avaluer el oS T o :
»‘]Irregnllamtres ’ Report/Pam '(]Rupees B

| No. & “nnic‘rorc)q

| L Ta_mrl Nadu Eﬂectncnty Board

1E\:tensron of
- | undue ‘benefit to
g Independent :

.(IPP)

. ‘{'\Power Producer

‘ 2001 oz/v"-* ‘Rs:5

The Board e\tended undue beneﬁt of

"] Rs.5:21 Croreto an Independent -
. | Power Producer viz., GMR Vasavi.
o : Power Corporatlon by not. restnctrng
| the element of Sales Tax in the fuel

* cost for power supphed to the rate .
"1 actually pard dunng Apnl 11999 to .
L ;%Jury 2003 e

‘Before admrttmg the’ clarms
of the Independent Power .
" |-Producers, the Board should

‘ensure that the claims . -

preferred by the IPP’ s'are :

| strictly in conformlty wrth
i the provrsrons of Power
.Purchase Agreement 5

‘On bemg pomted out by audrt, the = R
: Board recovered a sum of Rs. 8.62 crore

iy Sales Tax:and Rs.1.73 crore towards
_.vrntere " 'thereon) in March 2002

’As a result of. thrs Audrt observatron

.| there: would be future saving: of
1'Rs.22. 84 crore to the Board dunng the

‘ remarmng penod of PPA vrz ten years ‘

(Rs 6.89-Crore towards EXCESS pard

‘jand four months, -

1T




Audit Report (Commercial) for the year ended 31 March 2005

SI.No.

Gist of
Persistent
Irregularities

Year of
Audit
Report/Para
No.

Money
value
(Rupees
in crore)

Gist of Audit observations

Actionable points/Action
to be taken

Details of actions taken

2003-04/
4.9

Rs.40.19
crore

The Board made payments totalling
to Rs.40.19 crore against the monthly
claims for Income Tax by M/s.ST-
CMS Electric Company Private
Limited (Generating Company)
during January 2003 to March 2004.
These payments were made by the
Board ignoring the facts that the
generating company did not provide
for the liability for Income Tax in its
accounts for 2002-03 due to losses
and the company was availing Tax
Holiday for 10 years commencing
from April 2003,

Before admitting the claims
of the IPP, the Board should
ensure that the claims
preferred by them are
strictly in conformity with
the provisions of Power
Purchase Agreement.

The matter was reported to the
Board/Government in June 2004. The
reply is, however, awaited (June 2005).

2003-04/
4.12

Rs.5.59
crore

The Board extended an undue benefit
of Rs.5.59 crore to Balaji Power
Corporation Private Limited
(Generating Company) towards
interest on working capital (Rs.4.70
crore) and Return on Equity
(Rs.88.90 lakh) even though
Generating Company would not
incur any expenditure towards
interest on working capital as per
Generating Company's agreement
with fuel supplier and exchange rate
protection on Return on Equity on
the increased foreign equity
contribution of 5.03 million US
dollars.

Before admitting the claims
of the IPP, the Board should
ensure that the claims
preferred by them are
strictly as per the provisions
of Power Purchase
Agreement.

The matter was reported to the
Board/Government in June 2004. The
reply is, however, awaited.
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LT " Annexures

o3

establrshment wluch resulted in - :

- _extension of undue benefit of " - ,
3] ‘Rs.18.97 lakh tol the consumer vnz s

o Hotel Selvrs

‘_:, v connectrons the Board
/| should ensure that the
“standard terms and -

condrtlons for supply of

+i| electricity are scrupulbusly
B adhered to by the ofﬁcrals
- | of the Board :

o I
- 'SLNe. | Gist of Yearof .. | Money -Gist of Audit observations Actnonable ponnts/Actron Details of actions taken
b - Persistent” Audit value ‘ ’ to l)e tdken B : S '
Irregularitics . | Report/Para | (Rupeés
s .| No.. ~ | in crore) _ ‘ T .
2. | Extension of =~ | 2001-02/ Rs.15.49 | Incorrect applrcatron of tariff resulted | To avoid revenue loss, the . “The Department in its reply stated
' undue beneﬁt to 4B L10 ‘lakh in undue benefit of Rs. 15.49.1akh to . | Board should ensure that the (March 2004) that based-on the Alldlt
. consumers T | two consumers viz:, M/s.Pentafour | tariff notified is applied observation, the short levy of
' : R Software Exports errted and- - | correctly while billing. - - ‘ .‘-Rs 2,89,050 in respect of
Y| M. Computer Graplucs Llrmted Lo g M/s. Computer Graplucs Lmuted was
_recovered ' . :
" | As régards the short levy of
Rs.12,85,571 in respect of
M/s.Pentafour Software Exports
Limited, the consumer had'gone to
| court and obtamed interim mjunctron
and action-was bemg taken by the .
. L I —|-Board-to-vacate-the- mterrm rnjunctlon* -
17 Further developments are awalted (June
: B v : , - 2005). - ' _
‘| 2002- | Rs.18. 97 | The Board extended ﬁve separate - | Before sanctioning ‘. - 'On being pornted'out by audit, the
lakh - '| service conmectiors to the same | ‘additional service '|. Board inits reéply (September 2003)

|-stated that the Chief Engineer was -
| instructed to convert the LT serv1ces

mto one HT servrce

" The Department in 1ts reply (February
12005) confirmed that all the five . -
.| numbers'of LT servmes were. merged
* | into one HT" servrce However the | .
| reply is silent as. to the loss suffered by -

the Board

T



' Audtt Iéeport (Comm_ercial) ﬁ)r 'tlre. year ended 31 _March 2005 »

| SLNe. -

‘Money |

value
(Rupees
in crore)

' Gist of Audit observations

1 Actmnablle pomtts/Acrmn

m be ta}ken

" Details of actions taken

| Rs.93.06

lakh -

In September 1998, the Board issued
‘an-order stlpulatmg that whenever

the maximum recorded demand by
the consurner exceeded the mammum

A sanctloned demand for LTCT |
| 'services of 112 Kllowatt KW),
_penalty should be Ievred The said .

order further stipulated that -

‘| implementation of this order would

be after fixing of electronic- meters in

. | implemented in'respect of the

-following two consumers (i) Music
'Academy, Chennai:and (i) Narada

BN ';‘Gana Sabha Chenna1 :

' The Board should ensure -
that all the orders issued by
‘it are implemented by the

ofﬁc1als stnctly

| the respective LTCT services.Audit R
‘ observed that these orders weré not

The matter was reported to the N
Board/Govemmem in Apnl 2004 The 1k
reply is however awarted

il

_Gistof ;Ye@rfqﬁ o
Persistent - . - | Audit "

Irregularities . "Report/Pam
‘ | New
S 2003-04/

’ 1300




. “Annexures

£ | Number of - Years from '
outst'mdmg “which i
' pamgmphy
futst'nndmg'-j‘

[ asees |-
199899
19992000 |
T |

_'sL b " Name.of Department . 'Numlber

1| Induétry L R T I’

/ ~SmaIl—II1dustry' L aiE I

‘Infor"rna'tidn Idplinolbgy:f ) :

.Commercial Taxes. o

AW N

- 5 Intormatlon and Tourlsm 5 :
6: - Agrlculture D 3 T S 2 0 2001-02
,»7.-" "Prohlbltlon and Exéisé , _'i.»vl’: AT S o 32 - 2000—01
| 8" Soc1a1 Welfare andNoon-Mea Propramme || -1 - |5 L i 2000-01
ol |Brergy. 0 . LinlT 200304 |
| 10. : Mummpal Admlmstratxon and Water » N T R 2003*‘-0{}’,? e
T Supply ot e T e T
11. Tranbpoxt' R ) ""”,2'000-_,01 B S
| >:12.Z "Flsherleb L , ) . e 2004-05 ) ~7 3
|13 :Labour and. Employment PR - :',1'9‘96‘-95?'_5. o
714, Health and Family Welfare RO [~ 200001, |
R 1:5.: ‘Adi Dravidar and Tribal Welfare; Backward e 1997-98 1
" | Classés, Most Baclgward Clabses and R B E
Mlnonty Welfare: - I
| 16. Rural Development and Local |- g 2004-05
- | Administration . : A
7. “Home _—;» ST

s |
] 2002037 |
6 | aBe T 20000F - |

"18. | Public Works .
|19 ,nghwayb ﬂ" : : -
20. :Handloom Handlcraﬁs Khad1 and Textlles

. 21 .Env1ronment and Foreat

a2 A.Food and ConsumerProtectlon . 2 R R T
23. | Tamil Nadu Elecmcxty Board S TR “611 7 1 2,695 1
GrandTotal RN B - 5 s | 303




_ Al«(lit Report (Comnwréial) Jor the year el;ded 31 March 2005

ANNEXUIRE 21
(Refen ned m in pmagmph 4. 23 1)

Smtemem showmg the depm’tmem=wnse draft pan agn aphs, nepﬁy to whnch are zuwan&ed

. Sl ’ -the otV‘Depﬁ‘i'tmént;_’ S -Numbef’of— e Period of issue
‘No |- - - : o o s draft e ' '
1 B S paragraphs . :
1. | Industry R S U R 3 - March and August 2005
2. Energy ' , - o 8 - March to August 2005
3. | Co-operation, Food and Consumer N 1 o April 2005
" | Protection N 7 B ) . '
4. | Transport = R ) o 1 | ¢ August2005
‘ 5. | Information Technology R |- - April 2005
16 Small Industries -~ . - - o i 1 . B »May__gOOS
7. Fihaﬁcc_ : o _ s ~ July 2005
TOTAL | 19 L
v 132



Annexures

GLOSSARY

Glossary of technical terms used in the Review on Purchase of Wind
Energy Power by Tamil Nadu Electricity Board

SLNo. | Terms Para Meaning
reference

L Potential sites 3.1 Sites declared by Ministry of Non-conventional Energy
Sources, Government of India in which wind can be
harnessed for electric power.

2. Wheeling charges 3.3 Board's commission towards usage of its infrastructure
facilities for transmission of power from the point of
generation to the point of usage.

3 Infrastructure 34 Charges collected from WEG developers to

Development charges create/enhance/establish transmission network.

4. Power Factor 39 An index prescribed for efficient supply of power. Any
variation from this affects quality of power.

5 Infirm power 3.12 Seasonal power which is not available continuously.

6. Load shedding 3.12 Temporary curtailment of power supply to a specific
area.

. Load centre 3.2 Place at which power is consumed.

8. Grid 3.14 Network of electrical lines.

9. Feeder 3.14 Main line carrying electricity to the distribution point.

10. Connectivity 3.14 Linking of wind electric generators to the Board’s grid.

11. Line loss 3.15 Loss incurred in transmitting power from the point of
generation to the sub station.

12, Interfacing lines 3.15 Transmission lines between point of generation and sub
station.

B Displacement 3.17 Consumption of electrical energy at a place other than the
point of generation without involving transmission.

14. Reactive power 3.19 The power drawn by WEGs from the Board’s grid while

generating wind energy power.
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