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PREFACE 

Government commercial concerns, the accounts of which are subject 

to audit by the Comptroller and Auditor General of India, fall under the following 

categories: 

Government Companies; 

Statutory Corporations; and, 

Departmentally-Managed Commercial Undertakings. 
I ., 

2 This Report deals with the resultS of audit of Government Companies 

and Statutory Corporations including the Tamil Nadu Electricity Board and has been 

prepared for submission to the Government of Tamil Nadu for presentation in the 

Legislature under Section 19-A of the Comptroller and Auditor General ' s (Duties, 

Powers and Conditions of Service) Act, 1971 , as amended in March 1984. The 

results of audit relating to Departmentally-Managed Commercial Undertakings are 

contained in the Report of the Comptroller and Auditor General of India (Civil) -

Government of Tamil Nadu. 

3 In respect of Tamil Nadu Electricity Board, which is a Statutory 

Corporation, the Comptroller and Auditor General of India is the sole auditor. In 

respect of Tamil Nadu Warehousing Corporation, he has the right to conduct the 

audit of its accounts independently of the audit conducted by the Chartered 

Accountants appointed under the Warehousing Corporations Act, 1962. 

4 There are, however, certain Companies, which are not subject to 

audit by the Comptroller and Auditor General of India as Government or 

Government owned/controlled Corporations hold less than 51 per cent of the shares 

in these Companies. A list of such Undertakings in which Government investment 

was Rs.10 lakh and above as on 31 March 1997 is given in Annexure - 1. The total 

investment in these Companies as on March 1997 was Rs.1.38 crore. 

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

the course of audit of accounts during the year 1996-97 as well as those which had . . 
come to notice in earlier years but could not be dealt with in previous Reports . 

Matters relating to the period subsequent to 1996-97 have also been included, 

wherever considered necessary . 

.... .., 
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··Jwo ~eemed Go}enfmeni Cd~panies g* illfmed i~'Section· 619:;(J!!)of the C9T11#imie~.· 
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. . . . ~·defanCt:_Compaht_~S: C(ll,lS¢d -~~due jiilllfl~ial ·strain :. to the Siati)qcheqUer _ /jf Way . of _.· . 
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OVERVIEW 

(v) Failure to place separaJe indents for 14159.80 tonnes of rice lifted 

and distributed to the hostels for welfare and development of weaker sections of 

Scheduled Castes/Scheduled Tribes and other Backward Classes, Tamil Nadu Civil 

Supplies Corporation Limited could not avail of the specially subsidised issue price 

and thus made excess payment of Rs.O. 71 crore to the Food Corporation of India. 

{Paragraph 4A. 7) 

(vi) Due to improper planning, incorrect assessment of requirements and 

delay in taking up of the work leading to cost escalation, investment of Rs.0.44 

crore made by the Tamil Nadu Poultry Development Corporation Limited on an 

incomplete hatchery (Agastheeswaram) and a feed mixing plant (Kattupakkam) 

proved unproductive/unfruitful. 

{Paragraphs 4A.14 and 4A.15} 

. (B) STATUTORY CORPORATION 

Due to extension of irregular/ineligible tariff concessions to new 

industries, Tamil Nadu Electricity Board had foregone the revenue of Rs.9.10 crore 

in two cases noticed in Audit. 

{Paragraph 4B. 1} 

xxii 
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CHAPTER 1 

GENERAL VIEW OF GOVERNMENT COMPANIES 
INCLUDING DEEMED GOVERNMENT COMPANIES AND 
STATUTORY CORPORATIONS 

Introduction 

The accounts of the Government Companies and deemed Government 

Companies (as defined in Section 619 B of the Companies Act, 1956) are audited by 

the Statutory Auditors who are appointed by the Central Government on the advice 

of the Comptroller and Auditor General of India (CAG) as per the provisions of 

Section 619 (2) of the Companies Act, 1956. These accounts are also subject to 

supplementary audit conducted by the CAG as per the provisions of Section 619 (4) 

of the Companies Act. 

Of the two Statutory Corporations in the State, the accounts of Tamil 

Nadu Electricity Board (TNEB) are audited solely by the CAG under the Electricity 

(Supply) Act, 1948. The accounts of Tamil Nadu Warehousing Corporation are 

audited by the Chartered Accountants appointed by the State Government in 

consultation with the CAG who also undertakes the audit of this Corporation 

separately. Audit Reports on the accounts of these two Statutory Corporations are 

issued by the CAG to the respective organisations/State Government. 

1.2 Government Companies - General view 

1.2.1 As on 31 March 1997, there were 81 Government Companies 

(including six subsid iaries) with total investment of Rs.4394.35 crore (equity: 

Rs.914. 19 crore; long term loans: Rs.3480. 16 crore) as against 80 Companies 

(including six subsidiaries) with total investment of Rs.3719.41 crore as on 31 

March 1996 (equity: Rs.628.35 crore; long term loans: Rs.3091.06 crore). During 

the year, two new Companies, viz., Tamil Nadu Graphites Limited and 

Metropolitan Infrastructure Development Corporation Limited were 

formed /commenced their operations and one Company (Cheran Engineering 

Corporation Limited) ceased to exist consequent on its merger with another existing 

Company (Cheran Transport Corporation Limited) . There were two deemed 

Government Companies as on 31 March 1997. 

The c lassification of the 81 Government Companies is as under: 



(a) Working Companies 

(b) Non-working Companies 

(i) Defw1cl Companies· 

(ii) Company under liquidation .. 

4 

Number of Com1>anies 

72 

8 

CHAPTER 1 

(Amount - Rupees in crore) 

Paid-up capitaJ 

903 .72 

10. 14 

0.33 

The State Government ordered the winding up of eight defunct 

Companies during different periods commencing from February 1981 to September 

1992. However, no effective action was taken to liquidate these defunct Companies 

as required under the provisions of the Companies Act, 1956. Failure in taking 

action to wind up these Companies for the last 5 to 16 years had caused undue 

financial strain to the State Exchequer by way of administrative expenses amounting 

to Rs.2.93 crore to the end of March 1997 with further recurring commitment till 

their final winding up. 

The following two working Companies. had been referred to Board 

for Industrial and Financial Reconstruction (BIFR) for rehabilitation due to poor 

performance on account of dearth of working capital , lack of orders, etc. 

SI. 
No. 

I. 

2. 

Name of the sick Company 

Tamil Nadu Industrial Explosives Limited 

Southern StructuraJs L11nited 

Date when 
referred to BlFR 

14 September 1992 

12 October 1992 

However, no tangible progress had been made in rehabilitation of 

these Companies. 

1.2.2 (i) The particulars regarding the financial position and working results ill 

respect of all the Government Companies are given in Annexures 2 and 3 

respectively . 

(ii) 

below: 

* 
** 

The sector-wise investment in the 81 Companies was as shown 

Companies mentioned at SI. Nos. 3, 22, 29, 32, 33, 64, 74 and 81 at Annexure 3 

Company mentioned at SI. No .43 at Annexure 3 
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Equity and loans 
(Amount - Rupees in crore) 

As nt the end of 
Debt 

Ministry/Department 
equity Re-

1996-97 1995-96 ratio in marks Type of Public Sector 1996-97 
IJndertnkln~s (PSUs) 

o. Equity Loan No. Equity Loan 

{I) (2) (3) (4) (5) (6) (7) (8) (9) 

INDU~TRIES 

A. Government Companies 12 137.38 38.97 II 132.86 53.08 0.28:1 

B. Subsidiary Companies s 35.31 91.70 5 35.36 45.66 2.59:1 

I DUSTRIAL Fl A CE 
AND DEVELOPMENT 

A. Government Companies 9 298.61 2330.SS 8 242.61 2138.55 7.80:1 

B. Subsidiary Companies 

AGRIC'ULTURE AND FOOD 

A. Government Companies 7 42.84 109.92 7 39.14 2.56: 1 

B. Subsidiary Companies 

TRAfo/SPORT 

A. Government Companies 25 287.21 835.22 26 86.69 845.19 2.90:1 

B. Subsidiary Compwties 

EM PLOYM E T, llEALT ll 
A D WE LFARE 

A. Government Compatties 8 7.26 0.86 8 5.94 0.36 0.12:1 

B. Subsidiary Companies 

TRXTILESA D 
HA , DI C RA FTS 

A. Governm('nt Companies 4 8.10 1.21 4 7.96 0.33 0.15:1 

B. Subsidiary Companies 

co STRUCTION AND 
llOUSl G 

A. Government Compatties 4 60.48 32.41 4 40.79 0.54: 1 

B. Subsidiary Companies 

FORESTRY AND 
PLA TATIO 

A. Government Companies 3 9.96 20.99 3 9.96 6.41 2.11: 1 

B. Subsidiary Companies 

FILM A D TOURJSM 

A. Government Companies 2 19.64 2.32 2 19.64 1.48 0.12:1 

B. Subsidiary Companies 
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( I) (2) (3) (4) (S) (6) (7) 

EXCISE 

A. Gonrnmut Companits 3.40 3.40 

B. Subsidi•ry Companits 4.00 16.01 4.00 

Total 81 914.19 3480.16 80 628JS 3091.06 

SECTOR-WISE INVESTMENT IN 
PUBLIC SECTOR UNDERTAKINGS 

Transport 
1122 .43 
(26%) 

Agriculture 
and Food 

152.76 (3%) 

(Rupees in crore) 

lncfustries 
303 .36 (7%) 

Total investment 
Rs.4394.35 crore 

Analysis of Investments 

CHAPTER 1 

(8) (9) 

4.00:1 

-

Industrial 
Finance and 
Development 

2629.16 
(60%) 

(iii) 

(a) Net increase of Rs.674.94 crore in investment during the year 1996-97 

was due to additional investments in the existing Companies and formation of a new 

Company. 

(b) During the year 1996-97, the State Government converted the long 

term loans outstanding (Rs.1 l 0.94 crore) in eleven transport Companies into equity. 
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Consequently, the debt equity ratio in respect of the transport sector had steeply 

declined from 9.8:1during1995-96 to 2.90:1 in 1996-97. 

l.2.3 Guarantees 

1.2.3.1 The guarantees given by the State Government against loans and 

credits given by banks, etc., to the PSUs during the preceding three years up to 

1996-97 and outstanding as on 31 March 1997 are shown in the table below: 

SL 
No. 

Guarantees 

I . Cash credit from State Bank 
of India and other 
nationalised banks 

2. Loans from other sources 

3. Letters of credit opened by 
SBI in respect of imports 

(Amount - Rupees in crore) 

Amount guaranteed during 
Guaranteed 
amount 
outstanding as 
on 31 March 
1997 1994-95 1995-96 1996-97 

69.68 38.50 64.97 64.66 

87.99 88.34 113.99 595.63 

1.17 1.47 

GUARANTEES GIVEN JIY STATE GOVERNMENT 

200 

! 150 0 ... 
u 
c 

100 en 
G) 
G) 
a. 50 :l 
ct: 

0 I 

1994-95 1995-96 1996-97 
Year 

• cash Credit • Loans 
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1.2.3.2 Budgetary outgo and waiver of dues 

(i) The outgo from the State Government to various PSUs during the 

years 1994-95 to 1996-97 in the fonn of equity capital, loans and subsidy was as 

detailed below: 

(Amount - Rupees in crore) 

SJ. Details of budgetary outgo 1994-95 1995-96 1996-97 
No. 

I. Equity capital outgo from Budget 41.87 39.33 55.56 

2. Loans 234.96 270.38 2 17.19 

3. Subsidy 410.81 907.85 1169.70 

Total 687.64 1217.56 1442.45 

BUDGETARY OUTGO FROM STATE GOVERNMENT 
I 

1 6 Q 0 f' 1 4 0 0 
QI 1 2 0 0 .... 

I 0 ... 
1 0 0 0 t 0 

.E 8 0 0 
Xl f 8. 6 0 0 
:I 4oq a:: L 200 

0 -I 

1994 - 95 1995-96 1996-97 

Ye a r 

., • E Q U . TY . LO ANS • suBSIDY 

(ii) In the last three years, the amounts of receipt due to the Government 

which were foregone by way of loans written off or interest waived or due to grant 

of moratorium on loan repayments are given below: 
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(Amount - Rupees in crore) 

Details of waiver 1994-95 1995-96 1996-97 

I. Loan repayments written off 0 .003 15.14 5. 11 

2 . Interest waived 0.002 4.72 4.72 

3. Repayment of loans on which moratorium allowed 1.51 2.50 5.30 

4. Others (Sales tax waived) 0.15 

l.2.4 Finalisation of accounts 

Accountability of PSUs to the Legislature is to be achieved through 

the submission of audited annual accounts to the Legislature within the prescribed 

time schedule. Of the 81 Government Companies, accounts of a newly formed 

Government Company (T_amil Nadu Graphites Limited) and another Company under 

liquidation are not due. Of the remaining 79, accounts of 27 Companies were in 

arrears for periods ranging from one to eight years as on 30 September 1997 as 

indicated in Annexure 4. 

According to the latest finalised accounts of these Companies, 33 

Companies earned profit of Rs.107.i6 crore, 41 Companies had incurred loss of 

Rs. 335. 72 crore, there was no profit or loss in one Company due to Governmental 

subsidy and there was no transaction in respect of 4 Companies as indicated in the 

table below: 

SI. 
' No. 

L. 

2. 

3. 

4. 

5. 

6. 

7. 

Total 

219-7 

Number of 
Companies 

51 

16 

3 

6 

79 

Year upto 
which 
accounts 
were 
finalised 

1996-97 

1996-97 

1995-96 

1995-96 

1994-95 

1989-90 

1988-89 

(Amount - Rupees in crore) 

Profit Loss 

Number Amount Number Amount 
of Com- of Com-
1>anies panies 

22 104.18 29 3 18.24 

8 1.74 8 16.22 

2 0.97 4 1.26 

0.37 

33 107.26 41 335.72 
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The administrative departments have to oversee and ensure that the 

accounts are finalised and adopted by the Companies in their Annual General 

Meeting within the time schedule prescribed in the Companies Act, 1956. The 

concerned administrative departments and officials of the Government were 

regularly apprised by Audit of the position of arrears. As the accounts of 27 

Companies were not finalised within the time schedule their accountability could not 

be ensured in audit. 

1.2.S 

1.2.5.1 

PROFILE OF GOVERNMENT COMPANIES 
(1996-97) 

Total Number of Companies - 81 
(Rupees in crore) 

Incurred Loss · 
318 .24 

Working results 

Earned profit 
104.18 

No profit/no 
loss 

During the period from October 1996 to September 1997, 71 

Companies finalised their accounts for 1996-97 or earlier years. Of these, accounts 

of 12 Companies were ( 15 December 1997) at various stages of certification which 
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involved obtaining information and reply from the Companies, processmg of 

comments by Audit. etc. 

According to the latest certified/provisional accounts of these 71 

Companies, 30 Companies earned profit of Rs.106.25 crore. Of these, 26 

Companies earned profit for two successive years or more and 8 of them declared 

dividend as discussed in the succeeding Paragraph. Free reserves and surplus built 

up to tht! end of March 1997 in 21 of these Companies amounted to Rs. 146. 71 

crore. While there was no transaction in respect of one of the defunct Companies 

vi~., Tamil Nadu Dairy Development Corporation Limited pending winding up, 

there was no profit or loss (provisional) in respect of the Tamil Nadu Civil Supplies 

Corporation Limited (TNCSC) during 1996-97 due to Governmental subsidy . 

However. the Report of the Statutory Auditors on the accounts of the TNCSC has 

pointed out that the working of the Company would have resulted in loss of 

Rs. 159.82 crore had provision been made in respect of certain doubtful /bad debts, 

etc. The remaining 39 Companies incurred loss of Rs.333 . 90 crore, of which the 

transport sector contribuled the major share of loss amounting to Rs.302.60 crore 

(91 per cent). 

1.2.5.2 Profits and dividend 

Out of 52 Companies which finalised their accounts for 1996-97 by 

September 1997. 22 Companies earned profit of Rs. 104. 18 crore on their total share 

capital of Rs.444.37 crore and 8 of them declared dividend amounting to Rs. 11.11 

crore as indicated below: 

SI. f C No. Name o the om1Jany 

( I ) (2) 

Tamil Nadu Minerals Limited 

2. Tamil Nadu Industrial Investment 
Corporation Limited 

3 Tamil Nadu Industrial 
Development Corpora! ion 
Limited 

.i.. State Industries Promotion 
Corporation of Tamil Nadu 
Limited 

5. Tamil Nadu Power Finance and 
Infrastructure Development 
Corporation Limi ted 

2/9-7a 

Paid-up 
ca11ita l 

(3) 

7.87 

42.00 

97.79 

37.9 1 . 

17.00 

(Amount - Rupees in crore) 

Profit Dividend 
Amount 

earned declared 
% 

(-') (5) (6) 

1.0 I 15.0 I 18 

40.34 3.6 1.53 

1.89 1.02 1.00 

7.46 2.6 1.00 

9.81 14. 1 2.40 



(1) (2) 

6. Tamil Nadu Transport 
Development Finance 
Corporation Limited 

7. Tamil Nadu Zari Limited 

8. Tamil Nadu Police Housing 
Corporation Limited 

Total 

12 

(3) 

44.74 

0. 13 

0.47 

247.91 

(4) 

10.60 

0.72 

0.21 

72.04 

(5) 

8.8 

23 . I 

10.6 

4.5 

CHAPTER 1 

(6) 

3.92 

0.03 

0.05 

11.l I 

The dividend as percentage of share capital m these 8 Companies 

worked out to 4 .5. The remaining profit making Companies did not declare any 

dividend on the profit of Rs.32. 14 crore earned by them ·during 1996-97. The 

return on total equity investment of Rs. 914.19 crore in 81 Companies worked out to 

1.22 per cent in 1996-97 as compared to 1.07 per cent in 1995-96 and 0.9 per cent 

in 1994-95. 

l.2.5.3 Loss making Companies 

Out of 52 Companies which finalised their accounts for 1996-97, 29 

Companies (excluding one Company which reported no profit or loss as discussed in 

Paragraph 1.2.5.1) incurred loss of Rs.318.24 crore on their total share capital of 

Rs. 266. 20 crore. 

According to the latest available accounts, the paid-up capital of 41 

Companies had been totally eroded as the accumulated loss of these Companies had 

far exceeded their paid-up capital, as shown below: 

(Amount - Rupees in crore) 

SI. Name of the Company Accumu- Paid-up 
No. lated loss Capital 

(1) (2) (3) (4) 

I. Southern Structurals Limited 45 .15 33.09 

2. Tamil Nadu Small Industries Corporalion Limited 45.84 15.05 

3. Tamil Nadu Ceramics Limited 2.06 l.86 

4. PerambaJur Sugar Mills Limited 6.20 4. 17 

5. State Engineering and Servicing Company of Tamil 1 l.23 0.50 
Nadu Limited 

6. Tamil Nadu Steels Limited 5.24 3.92 

7. Tan1il Nadu Industrial Explosives Limiled 42.89 27.00 
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(I) (2) (3) (4) 

8. Tamil Nadu Leather Development Corporation Limited 5.25 2.50 

9. Tamil Nadu Magnesiwn and Marine Chemicals 23 .06 3.62 
Limited 

LO. T he Chit Corporation of Tamil Nadu Limited 0.20 0.06 

l l. Tamil Nadu Agro Industries Corporation Limited 13.00 4.37 

12. Tamil Nadu Dairy Development Corporation Limited 3.78 2.07 

13. Tamil Na.du Poultry Development Corporation Limited 2.17 1.27 

14. Tamil Nadu Fisheries Development Corporation 4.94 4.36 
Limited 

15. Ta.mil Nadu Stale Farms Corporation Limited 13.93 L.55 

16. Tamil Nadu Sugarcane Fann Corporation Limited 4. 18 0.28 

17. Pallavan Transport Corporation Limited 15 l.29 12.00 

18. Pandiyan Roadways Corporation Limited -l5.25 13.29 

19. Cheran Transport Corporation Limited 39.02 11 .62 

20. Cholan Roadways Corporation Limited 60.20 24.18 

2 1. Anna Transport Corporation Limited 35.26 1.00 

22 . Kattabomman Transport Corporation L:imited 82.52 29.63 

23 . Thanthai Periyar Transport Corporation Limited 20.18 6.50 

2-l. Tamil Nadu Goods Transport Corporation Limited l.32 0.33 

25 . Thiruvalluvar Transport Corporation Limited 92. 16 39.46 

26. Marudhu Pandiyar Transport Corporation Limited 48.72 11.83 

27. Pattukottai Azhagiri Transport Corporation Limited 26.79 7. 18 

28. Jeeva Transport Corporation Limited 17.47 7.00 

29. Nesamony Transport Corporation Limited 50.46 14.60 

30. Dhecran Chitmamalai Transport Corporation Limited 18.69 6.00 

3·L. Rani Ma.ngammal Transport Corporation Limited 18.03 6.50 

32. Annai Sathya Transport Corporation Limited 13.66 4.00 

33. Puratchi Thalaivar MGR Transport Corporation 34.59 8.55 
Limited 

34. Rajiv Gandhi Transport Corporation Limited 16.02 1.44 

35. Dr. Ambed.kar Transport Corporation Limited 41 .98 10.00 

36. Mahakavi Bharathiyar Transport Corporation Limited 25.05 6.80 

37. Tamil Na.du Medicinal Plant Farms and Herbal 0.39 0.21 
Medicine Corporation Limited 

38. Tamil Nadu Textile Corporation Limited 2.54 l.54 
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(1) (2) (3) (4) 

39. Tamil Nadu State Construction Corporation Limited 8.66 

1.93 

11.41 

3.00 

0.32 

5.96 

40. Tamil Nadu State Tubewells Corporation Limited 

41 . Tamil Nac;lu Tea Plantation Corporation Limited 

Total 1092.71 338.61 

Note: 1. Companies at SI. Nos. 3, 10, 12, 15, 16, 24, and 40 were defunct/under 
li4uidation. 

41 ... 
0 ... 
u 
c 
co 
t 
Q. 
:I 
IX 

1.2.5.4 

2. 1 he names of the Transport Companies have since been modified by the 
State Government as indicated in Annexure 3. 

400 

2 00 

0 

-2 00 

-400 
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- 12 00 

EROSION OF PAID-UP CAJ>ITAL 
BY ACCUMULATED LOSS; 

Number of Companies: 81 
Companies with accumulated loss exceeding paid-up capital: 41 

T 338 .61 

l 

t 
[ 1092 71 

• Paid -up Capital. • Accumulated Loss 

Under Section 619 (4) of the Companies Act, 1956, the CAG has the 

right to comment upon or supplement the report of the Statutory Auditors. 

Accordingly, the audited annual accounts of Government Companies are reviewed on a 

selective basis. During the period from October 1996 to September 1997, 65 accounts 

(including arrear accounts) of 56 Companies were selected for review. The net effect 

as a result of comments and revision of accounts was as follows: 
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Details 

(i) Increase in profit 

(ii) Decrease in profit 

(i ii) Increase in accumulated loss 
I 

(iv) Decrease in loss 

(v) Increase in income and consequent 
reduction in subsidy from the 
Government 

(vi) Non-disclosure of material facts 

l.2.5.5 Return on capital employed 

CHAPTER 1 

(Amount - Rupees in crore) 

Number Financial 
of effect 
accounts 

3 0.94 

4 0.67 

18 27.02 

.i 5.64 

13.74 

9 17.49 

Capital employed has been taken as net fixed assets (including capital 

works-in-progress) plus working capital. Interest on borrowed funds is added 

to/subtracted from the net loss/profit as disclosed in the profit and loss account. 

Thus, during 1996-97 the total capital employed worked out to Rs.3779. 74 crore in 

52 Companies and the return thereon amounted to Rs.324.49 crore which worked 

out to 8.6 per cent as compared to 9.8 per cent in 1995-96. 

Sector-wise details of the return on capital employed during 1996-97 

was as under: 
(Amount - Rupees in crore) 

1996-97 

Sector Ca1>ital Return on Percentage of 
employed capital return on ca1>ital 

employed em1>loyed 

(I) (2) (3) (4) 

Industries 35 1.84 56.05 15.9 
(344.37) (24.33) (7. L) 

I ndustnal Finance and Development 2586.7 1 365.99 14. 1 
( 1807.89) (273.58) ( 15. 1) 

Agriculture and Food 128.90 9.4 1 7.3 
(71.88) (34.80) (48.4) 

Transport 609.78 (-) 11 5.83 
(623.82) (-50.25) (---) 

Employment. Health and Welfare 0.89 (-)0.25 
(1 .26) (-0.0 1) (--) 
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(1) (2) (3) (4) 

Textiles and Handicrafts 14.90 2.J 9 14.7 
(14.06) (1.7 I) (12.2) 

Construction and Housing 28.32 0.46 1.6 
(17.99) (0.58) (3.2) 

Forestry and Plantation 33.46 6.92 20.7 
(3 3.29) (4.68) (14. I) 

Film and Tourism 8.74 0.54 6.2 
(7.22) (-1.20) (---) 

Excise 16.20 (-)0.99 
(17.20) (0.54) (3. 1) 

Total 3779.74 324.49 8.6 
(2938.98) (288.76) (9.8) 

(Figures of previous year are given in brackets) 

l.2.6 Buy back of shares by joint sector companies promoted by 
Government Companies 

Some of the Government Companies are engaged m the 

development/promotion of industries in the State by providing loans or making 

investments in their share capital. The terms and conditions of the promotional 

agreement provide for the buy-back of the shares from the Government Companies by 

the co-promoter after the promoted units start commercial product.ion. During the 

year 1996-97, there was no disinvestment of any of the shares of the joint sector units 

held by the Government Companies. 

1.2. 7 Comments of CAG on the accounts of various Government 
Companies 

Under Section 619( 4) of the Companies Act, 1956, the CAG has the 

right to comment upon or supplement the Reports of the Statutory Auditors. Under 

this provision, the review of the annual accounts of Government Companies is being 

conducted in selected cases. Accounts relating to 56 Companies were selected for 

such review during the period from October 1996 to September 1997. 

Some of the major errors/omissions noticed in the course of review 

.of annual accounts of some of these Companies, but omitted to be pointed out by 

the Statutory Auditors, were as under: 
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(a) Transport Companies - accounts for the year 1996-97 

(i) Contrary to the provisions of Section 140(2) of Motor Vehicles Act, 

1988 and the instructions (September 1994 and August 1995) of the State 

Government, no provision had been made in respect of 1005 fatal accident cases by 

twelve transport Companies*. This had resulted in understatement of liabilities and 

loss to the extent of Rs. 4.89 crore. 

(ii) Omission to create liabilities towards the difference (Rs.6. 92 crore) 

in Motor Vehicle Tax payable and actually paid and penalty (Rs.13.84 crore) 

thereon in respect of spare buses held by sixteen transport Companies** in terms of 

Motor Vehicles Taxation Act, 1974 had resulted in understatement of liabilities and 

loss by Rs.20.76 crore. 

(b) Pallavan Transport Corporation Limited - accounts for the year 
1996-97 

(i) The Company did not give effect to the revised value as refixed 

(September 1996) by the State Government in respect of land, buses and vehicles 

transferred (1993-94) to another Transport Corporation. This had resulted in 

understatement of Capital reserve by Rs.19.54 crore, and overstatement of loss by 

Rs.4.49 crore and of loans and advances by Rs. IS.OS crore. 

(ii) Loss was understated by Rs.0.35 crore due to non-creation of liability 

in respect of 26 cases of accidents for which compensation (Rs.0.26 crore) had been 

awarded by the Courts prior to finalisation of accounts and on account of non­

provision for Urban Land Tax payable (Rs.0.09 crore) in respect of assessed lands. 

(iii) Liability of Rs.O. 90 crore was not provided for the 16 chassis in 

transit as on 31 March 1997, though the relevant invoices were issued on 29 and 31 

March 1997. 

* 

** 

Companies mentioned at SI.Nos. 34, 35 , 39, 41 , 44, 45, 47, 48 , 50, 51 , 52 and 55 at 

Annexure 3 . 
Companies mentioned at SI. Nos. 34, 35, 37 to 39, 41 , 44, 45, 47, 48 . 50 lO 53, 55 and 56 
at Annexure 3. 
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Dr. Ambedkar Transport Corporation Limited - accounts for the 
year 1996-97 

Fixed assets were understated by Rs.0.31 crore and conseauently 

depreciation was not provided for. due to inclusion of value of completed building 

under capital-work-in-progress. 

(ii) Miscellaneous income was underslated by Rs.0.34 crore (net) due to 

inclusion of rental income not due (Rs.0.20 crore) but exclusion of rental income 

due (Rs.0.54 crore) from other Transport Corporations. 

(d) Tamil Nadu Transport Development Finance Corporation 
Limited - accounts for the year 1996-97 

Profit and unsecured loans (considert!d good) were understated by 

Rs.O. 72 crore due to non-accountal of arrears of interest income due from Tamil 

Nadu State Construction Corporation Limi tt!d (TNSCC), although the State 

Government ordered (April 1996) the adjustment of the amount to tht! loan account 

of TNSCC, after duly guaranteeing its repayment. 

(e} 

(i) 

Tamil Nadu Poultry Development Corporation Limited - accounts 
for the year 1994-95 (Arrear accow1ts) 

Fixed assets - Gross Block - Building included plant and machinery 

(Rs.0.1 1 crore) and electrical installation (Rs.0.03 crore) in respect of Feed Mixing 

Unit at Kattupakkam. This had rt!sulted in over-;tatement of gross block of building 

by Rs.0. 14 crore and const!quent understatement or plant and machinery (Rs.0.11 

crore) and electrical installation (Rs.0.03 crore) . Deprt!ciation not providt!d for 

amounted to Rs.0.02 crore. 

(ii) Animal Husbandry and Fisheries Department transferrt!d (1973) some 

buildings to the Company at the cost of Rs.0.36 crore. However , these buildings 

had not been taken into the accounts on the plea that specific order from the 

Govt!mment fixing the value had not been received. 

1.2.7.2 Special reports from Statutory Auditors 

The Companies Act, 1956 empowers the CAG to issue directions to 

the Statutory Auditors of Government Companies in regard to performance of their 
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functions . In pursuance of the directives so issued by the CAG, 35 special reports 

of the Statutory Auditors on the accounts of 31 Companies for the years 1995-96 

and 1996-97 were received during the period from October 1996 to September 

1997. The important points noticed in these reports are summarised below: 

SI. Natu re of defects 
No. 

(J) (2) 

I, lneITccti\'e stores control 

2. Non-obta111i ng of confirmation of 
balances 

3 Non-maintenance/non- reconciliation 
of control/subsidiary accounts 

... Absence/ inadequate internal 
audit/internal control system 

5 Non-ma111tenance of cost records 

<1 Improper maintenance of fixed assets 
register 

7. Absence of nonns for wastages/loss in 
storagc/trans11 

X. Absence of system of analysis of 
re<1sons for idleness of men/machinery 

9. Non-confinnat ion of assets lying with 
t lurd part1es/sub-contrac1ors 

IO Non-existence of Accounting Manual 

1.2.8 Capacity utilisation 

Numher 
of Com1>anies 
in which 
defects were 
noticed 

(3) 

5 

2 

8 

2 

Reference to SI.No 
of Companies as 
per Annexure 3 

(4) 

2. 36 . .. 5. 5.J and 62 

I and 10 

.J6. 70 and 76 

I. 9. 36 . .. 5 . .. 7.68. 70 
and 76 

10. 47 and 76 

I. 36. 70 and 7(1 

2 a11d 70 

I. .. 7. 68 and 76 

70 

The highest and lowest percentage of utilisation of the instal led or 

rated capacity of some of the manufacturing Companies (to the extent the 

information was available) are given in Annexure 6. 

1.2.9 The operational performance of all the transport Companies for the 

three years ending March 1997 is given below: 
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1994-95 1995-96 1996-97 

(I) (2) (3) (4) 

(i) Fleet 

(a) A\-cragc number of vehicles held 15423 15726 15879 

(b) A\ crage nwnbcr of vehicles on road 14269 1-'49 1 14607 

(C) Fleet utJlisation (per cent) 92.5 92.1 92.0 

(d) A\crage age of vehicles (years) 4. 1 3 9 "'"' 
(ii) 01>erational efficiency 

(a) Kilometres (Kms) operated (in 
lakh) 

(i) Gross 20370.56 21763.92 21789.81 

(ii) Effective 19969.53 21287. 15 21306.47 

(iii) Dead Kms (i) - (ii) -'O Ul3 476.77 -t83.34 

(b) Percentage of dead Kms to gross Kms 2.0 2.2 2.2 

(c) Occupancy ratio (per cent) 69.4 to 97. 1 68 5 to 96.0 74.8 lo 96.0 

(iii) Productivity 

(a) Vehicle productivity(avcrage 400.73 421.60 -'1 7.25 

Kms/bus/day) 

(b) Vehicle - staff ratio (per cent) 6.4 to 9.2 6.5 to 9.2 6.010 9.2 

(c) Staff productivity 5-'.86 53 .52 55.32 
(Kms/workers/day) 

(iv) Fuel efficiency 

Average Kms per litre 4.2 4.2 4.2 

(v) Inventory (Rupees in lakh) 

(a) Total consumption of stores and 10638.02 11931.13 18129 05 
spares 

(b) Average value of stores and spares 0.74 0.93 1.43 
consumed per vehicle 

(c) Value of inventory held at the end of 1891.53 2040.12 2394.40 
the year 

(d) A vcrage value of inventory per bus 0.16 0. 13 0.13 
at t11e end of the year 
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(1) (2) (3) (4) 

(vi) Safety and maintenance 

(a) Average number of breakdowns per 0.67 0.61 0.77 

10000 Kms 

(b) Average number of accidents per lakl1 0.76 0.75 0.71 

Kms. 

(vii) Tyre 1>erformance 

(a) Average Kms. Run 142603 141539 115526 

(b) Retreadability factor 3.28 to 5.45 2.62 to 5.32 2.08 to 5.14 

(viii) Earninl!S and expenditure 

(a) Average earnings per Km operated 756. 17 777 1017.16 
(paisc) 

(b) Average expenditure per Km \ 776.40 876 1190.60 
operated (paise) 

(c) Profit (+)/loss(-) per Km (paise) (-)20.23 (-)99 (-) 173.44 

The vehicle productivity had shown a marginal decline from 421.60 

Kms/bus/day during 1995-96 to 417 .25 Kms/bus/day in 1996-97 and the fuel 

efficiency almost remained static (i.e., 4.2 Kms per litre) during the three years up 

to 1996-97. There was, however, increased i,ncidence of breakdowns in as much as 

the average number of breakdowns per 10000 Kms had gone up from 0.61 during 

1995-96 to 0 .77 in 1996-97.· The average Kms run by the new/retreaded tyres had 

shown a steep decline from 1.42 lakh Kms during 1995-96 to 1.16 lakh Kms in 

1996-97. While the average expenditure per Km operated registered an increase of 

Rs.3.15 during 1996-97 , the average earnings per Km operated increased only by 

Rs. 2.40, thereby contributing to the loss during 1996-97. Increase in the cost of 

consumption of stores, spares and fuel also contributed to the overall loss of 

Rs. 302. 60 crore in 1996-97 in this sector as against the loss of Rs. 207. 16 crore 

during 1995-96. 

1.2.10 Irregular investment in shares by Government Companies 

In terms of the Government directives (May 1988), any investment or 

disinvestment proposal exceeding Rs. 50 lakh by the State Public Sector 

Undertakings was required to be cleared by the Project Investment Committee of the 



22 CHAPTER 1 

SLare Government In contravention or lhese directives. four Government 

Companies (excluding nne discussed in Paragraph 28.6.3) mentioned at Serial 

Numbers 18 to 21 at Anri~xure - 3 of this Report invested (1995-96) Rs. 15.40 crore 

in 14 lakh equity shares or Rs. IO each at a premium of Rs.100 per share after 

receiving a request from Tamil Naclu Newsprint and Papers Limited (TNPL) to 

support its public issue. The State Government had. however. nol accorded ex-posl 

facto approval or ratification of these investments so far (October 1997). 

The Government in reply stated (November 1996) thar the Director 

of V1giiance and Anti Corruption was enquiring into all aspects of these 

investments. 

1.2.11 Deemed Companies under ection 619 B of Companies Act, 1956 

There were two Companies covered under Section 619 B of the 

Companies Act. 1956. The table below indicates the details of paid-up capiral and 

working results of these Companies based on the latest avai lable accounts. 

(Amount - Rupee~ in crore) 

lm·estment b~· 

Name of the Com1lan~· Period of Paid-
State Go\"ern- Profit or 

accounts up GO\ em- mcnt Ot!lers Loss 
ca11ih1I mcnt Com-

11anies 

I. Tanul Nadu Nc\\Spri111 J 1)9(,-1}7 68. 70 24.·U 2.56 41 70 (+)17 18 
and Pnpcrs Limited 

2. Tamil Nadu Tele- 19%-97 11.7~ s 98 S.75 (+)2 76 
communicat1ons 
L11111tcd 

Tamil NaC:u Newsprint and Papers Limited declared a divideml of 15 

per cent during 1996-97 and the return lo Government on its investment of 

Rs.24.44 crore worked out to Rs.3.66 crore a::i against the return of Rs.7.77 crore 

(31.8 per celll) during the earlier year (1995-96). 
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1.2.12 Other investments 

The State Government had invested Rs. 1.38 t.:rore in other 

Companies. Though the Government had invested Rs.10 lakh and above in these 

Companie~. they are nol subject to audit by the CAG. A list of these Companies is 

given in Annexure 1. 

1.3 Statutory Corporations 

1.3.1 General aspects 

There were two Statutory Corporations in the State as on 31 March 

1997. Audit arrangement of these Corporations is as shown below: 

:'\anw ofthr Stalutr under Dair ul ,\udil Yrar Separnlr ;\ulhorily for 11udi1 
arranl!l·- uplo .\11dit by C,\C: 
nu•nl \\hifh Rrport 

( ·orpun1lion whifh t•1111stilutl'd fon11alion 

~u·.-uurd~ plared in 
finnli>e•I 1.<'!l,l:olun· 

""'" lh<· 
~r:1r 

I. T:unll i\adu "; lrrtrkily I .lul) 1957 Solr 1995-96 199S-96 l'lrclio11 69l2) of lhr 
Elrrtrifil)· (Supply) A<"t, Audit b) Ell'rtririty (l'luppl) ) 
Bo:trtl I 94M ('J\(: .\fl, 1948 

2. Tamil Nadu Warl'honsine 2 l\la~ 1958 Supple- 1996-97 Scrtion 3 1(8) of 
\\'arrhouslne < 'orpon1tlon Act. mr nfal) \\'arrhousine 
< '11rpor.1tion 1962 J\udil ( 'orpor.tfiun Art. 

1962 

1.3.2 Investment 

The total investment in these Corporations as on 31 March 1997 was 

Rs.1084.61 crore, as shown below: 

(Amount - Rupees in crorc) 

Loan Total 

Tamil Nadu Electricity Board 982.cn 9-UX 1076.41 

Tamil Nadu Warehousing Corporation 7.6 1 0.59 8.20 

Total 1084.61 
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1.3.3 Profit/loss of the Corporations 

According to the provisional accounts of the two Statutory 

Corporations. TNEB showed a net surplus of Rs.64.20 crore and Tamil Nadu 

Warehousing Corporation earned a net profit of Rs. 1.48 crore. 

1.3.4 Guarantee on loans 

Government of Tamil Nadu had guaranteed the repayment of 

principal and interest amounting to R .5009.65 crore in respect of loans availed of 

by TNEB up to 1996-97. As against thi s, the amount of Rs .1965.62 crore 

(Principal: Rs .1882.21 crore; Interest: Rs.83.41 crore) was outstanding as at the 

end of March 1997 as shown below: 

SI. Details of 
No. guarantees 

I. 

2. 

3. 

4 

5 

6 

7. 

Loans from 
nationalised banks 
(bank participatJVe) 

Loans from Rural 
Electrifical ion 
Corporation 

Loans from Power 
F111ancc Corpora­
tion. New Delhi 

Loans from 
Insurance 
Companies 

Loans from other 
sources (open 
market) 

Loan from lDBI 

Loan from SIDBI 

Total 

Amount 
guaranteed 
up to 
1993-94 

8 13.05 

470.84 

627.22 

212.00 

1177.7 1 

3300.82 

(Amount - Rupees in crore) 

Amount guaranteed during 
Guaranteed 
amount 
outstanding as on 
31 March 1997 1994-95 1995-96 1996-97 

Princi1lal Interest 

81.00 139.20 124.20 327.03 

30.00 23 1.00 127.00 214.96 

100.00 29.10 273 48 330.77 

40.00 55.00 196.33 

4.65 687 37 

60.00 50.00 206.00 70.94 

50.00 35.00 73 00 34.8 1 

361.00 484.50 863.33 1882.21 

0.79 

4.24 

35.39 

4.75 

11.46 

18.30 

8.48 

83.41 

5009.65 1965.62 
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In respect of Tamil Nadu Warehousing Corporation. the Government 

had not guaranteed .the repayment of any loan. 

1.3.5 Subsidy 

During the three years up to 1996-97, the TNEB had received 

Rs .1124.29 crore by way of subsidy. In respect of Tamil Nadu Warehousing 

Corporation, the Government had not provided any subsidy during the three years 

up to 1996-97. 

1.3.6 Disinvestment 

There was no disinvestment by the Government m either of the 

Statutory Corporations so far. 

1.3. 7 Partial or total privatisation of any activity 

No activities of these Statutory Corporations were privatised so far. 

1.3.8 Financial position and working results of Statutory Corporations 

1.3.8.1 Tamil Nadu Electricity Board 

The financial position and working results as shown in the accounts 

of the TNEB for the three years up to 31 March 1997 are given below: 

(i) Financial Position 

Particulars 

1995 

(I) (2) 

(A) Sources 

(i) Equity share capital 400.00 

(ii) Government loans 412.78 

(Amount - Rupees in crorc) 

As on 31 March 

1996 

(3) 

400.00 

444.48 

1997 
(provisional) 

(4) 

982.03 

94.38 



(I) 

(iii) Public loans 

(iv) Loans from financial institutions 

(v) Contributions/Grants and subsidies 
towards cost of Capital Assets 

26 

(vi) Working capital borrowed from banks 

(vii) Interest accrued on borrowings 

(viii) Internal generation 

Total (A) 

(B) Applications 

(i) Gross fixed assets 

LESS: Depreciation 

Net fixed assets 

(ii) Capital work-in-progress 

(iii) Assets not in use 

(iv) Deferred costs 

(v) Investments 

(vi) Net current assets 

Total (B) 

(C) Capital employed* 

(2) 

70.23 

2969. 13 

913 .21 

96.93 

115.05 

1774.34 

6751.67 

5605.77 

1326.68 

4279.09 

2274.14 

8.79 

114.74 

70.42 

4.49 

6751.67 

6557.72 

CHAPTER 1 

(J) (4) 

70.23 

3204.38 3354.40 

1213.72 1294.21 

116.40 120.92 

IOO.O I 137.74 

2162.41 2311.40 

7711.63 8295.08 

6320. 16 7786.77 

1565.59 1779.00 

4754.57 6007.77 

2832.02 2384 .62 

2.23 4.60 

11 5. 12 104.46 

36.94 36.R4 

(-)29.25 (-)243.21 

7711.63 8295.08 

7557.34 8149.18 

The financial position of TNEB for the year 1996-97 revealed an 

increase of Rs.582.03 crore in equity share capital. consequent on the conversion of 

the Government loans into equity. There was increase in the internal generation of 

funds during 1996-97 by Rs. 148.99 crore over the previous year. Net fixed assets 

* Capital employed represents net fixed assets including work-in-progress PLUS working 

capital. 
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and capital work-in-progress also registered an increase of Rs.805.80 crore during 

1996-97 over the previous year. 

(ii) Working results 

(Amount - Rupees in crore) 

Particulars 1994-95 1995-96 1996-97 
(ProvisiooaJ) 

(I) (2) (3) (4) 

( 1) (a) Revenue receipts 3508.29 4128.27 4436.30 
I 

(b) Subsidy from Government 350.06 415.93 358.30 

(c) Total (1) 3858.35 4544.20 4794.60 

(2) Revenue expenditure (Net of expenses 2957.05 3626.63 4058.55 
capitalised) including write ofT of 
intangible assets but excluding 
depreciation and interest 

(3) Gross surplus (+)/deficit(-) for the 901.30 9 17.57 736.05 
year(l )-(2) 

(4) Adjustments relating to previous (-)39.23 (-)27.46 56.08 
years 

I 

(5) Final Gross surplus (+)/deficit(-) for 862.07 890. 11 792. 13 
the yea r (3) + (4) 

(6) Appropriations 

(a) Depreciation (LESS : Capitalised) 173.82 220.69 324.69 

{b) Interest on Government loans 54.41 41.24 53.44 

(c) Interest on other loans. bonds. 390.79 427.86 496.92 
advances. etc. 

(d) Total interest on loans (b) + (c) 445.20 469.10 550.36 

(e) LESS : Interest capitalised 104.70 138.87 147. 12 

(f) Net interest charged to revenue 340.50 330.23 403.24 
(d) - (e) 

(7) Surplus (+)/deficit(-) before (-)2.3 1 (-)76.74 (-)294. 10 
accounting for subsid_ from the 
Government {(5) - 6(a) - 6(1) - l(b)} 

(8) Net surplus(+) /deficit (-) 347.75 339. 19 64.20 
{ (5) - 6(a) - 6(1)} 
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( l) (2) (3) (-') 

• 688.25 669..l2 61-U6 (9) Total return on Capital employed 

(I 0) Percentage return on Capital employed 10.5 8.9 75 

(iii) Audit assessment of the working results of the TNEB 

TN EB earned net surplus of Rs. 64 .20 crore during the year 1996-97 

as compared to the surplus of Rs. 339.19 crore during the previous year 1995-96. 

But fo r the receipt of subsidy of Rs. 358 .30 crore from the Government, the 

working result of TNEB during 1996-97 would have ended up with a deficit of 

Rs.294.10 crore. as compared to the deficit of Rs. 76. 74 crore during the previous 

year 1995-96. The deficit of the TNEB before accounting for the subsidy from the 

State Government increased by 283.2 per cellt during the year 1996-97 as compared 

to the year 1995-96. 

The main reasons for the deficit were the increase in revenue 

expenditure on the generation/purchase of power. employees' cost. administrative 

expenses, etc . . and increase in interest/depreciation charges. 

As at the end of 31 March 1997, no subsidy was pending 

receivable/due from the Government. The accumulated net surplus had been 

transferred to General Reserve/Development Fund . The amounts standing to the 

credit of General Reserve and the Development Fund to the end of March 1997 

amounted to Rs.41. 29 crore and Rs. 1776. 00 crore , respectively. 

According to Section 59 of the Electricity (Supply) Act, 1948, as 

amended , the TNEB after taking credit of subvention from the State Government 

under Section 63 is required to carry on its operations and adjust its tariff so as to 

ensure that totaJ revenue in any year of account shall after meeting all the expenses 

properly, leave such surplus which is not less than 3 per celll or any higher 

percentage fixed by the State Government of the valut of fixed assets of the TNEB 

in service at the beginning of the year. Based on this, the TNEB was required to 

achieve a minimum surplus of Rs. 142.64 crore (3 per cent of the value of fixed 

* Total return on capital employed represenLc; Net Surplus/deficit PLUS total interest 
charged to profit and loss account (LESS : Interest capi talised) 
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assets in its service at the beginning of the year) for the year 1996-97. As against 

thi s, there was a net surplus of Rs. 64.20 crore which worked out to 1.35 per cent. 

The following major irregularities and omissions were pointed out in 

the Separate Audit Report on the annul accounts of the TNEB for the year 1995-96 

(up to which period the accounts of the TN EB were certified): 

I. Irregularities/Omissions 
No. 

(1 ) (2) 

1. Overstatemem of ' Reve11ue !Tom Sale of Power' due to inclusion of 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

(a) lm.:ome earned during trial stage in North Chenuai Thermal 
Power Proje<..t (NCTPP) under Revenue instead of as dt!ductio11 
!Tom tht! capital cost in tt!rms of the: Eleccricicy Supply Annual 
Accounts Rules . 1985 

(b) Accrued and unbilled revenue not supported by proper details 

U11derstatemem of other im.:0111c due to no11-i11clusio11 of interest 
accrued and due on the amount deposited (R.c;.34 crore) i11 the Public 
Deposit Accoum 

U11derstatemem of revenue expenditure - 'Gt!neration of Power' due 
lO incorrtct withdrnwal of provisio11 towards !Teight and handling 
charges 

Ovtrstatement of surplus due to b<xiki ng of matt:rials issut:d for 
operntion and maintenance:! works to capii.al works 

U11dersta tt:111e11t of administrative and gt:neral expenses and 
consequem overstatement of surplus due to 11011-transter of I per cem 
of value of assetc; in respect of NCTPP to a st:parate fu nd towards 
insuram.:t: against various risk.c; as per TNEB's policy 

Inclusion of the amoum arbitrarily withdrawn from the unreconcikd 
amoum shown under advances for fuel supplies under prior pt!riod 
credi ts 011 the ground that coal consumed 111 earlit: r years was 
overvalut!d 

Understatemem of capital t!Xpenditure in progrt!ss due to under­
allocation of revtnue expe1Lc;es to bt: capital ised 

Overstatemem of stocklnet surplus dut: lO non-deduction of materials 
issued LO works 

9. Non-creation of liabili ties towards 

(a) The difference in purchase r.ue of power from Madras 
Refineries Limited 

Rupees in crore 

(3) 

(-) 2.84 

(-) 0.53 

(+) 3.74 

(-) 69.42 

(-) 5.49 

(-) 11.65 

(-) 115 .43 

(+) 1.93 

(-) 1.00 

(-) 2.24 



(1) 

(b) 

(c) 

(d) 

(e) 

(t) 

30 

(2) 

Escalation of Operation and Maintenance charges payable 
to Power Grid Corporation Limited 

Additional Customs Duty payable on the shipment of 
imported coal 

Yen variation on interest for the loan availed 

Withheld handling cbarges payable to the contractors 011 

fulfilment of contrnct for c.he period from 1991-92 to 
1995-96 

Withheld amount payable co the contr.ictors towards 
sbortage of coal for the period from 1991-92 to 1995-96 

Total 

CHAPTER l 

(3) 

(-) 2.13 

(-) 1.02 

(-) 1.78 

(-) 49.64 

(-) 16.22 

(-) 273.72 

As a result of the above irregularities/omissions the net surplus of the 

TNEB during 1995-96 would decrease by Rs.273. 72 crore. 

Based on the Audit assessment of the working results of TNEB for 

three years up to 1995-96 (up to which period the accounts were certified) and 

taking into consideration the major irregularities and omissions pointed out in the 

Separate Audit Report on the annual accounts of TNEB and by not taking into 

account subsidy/subventions receivable from the State Government, the net 

surplus/deficit and the percentage of the return on capital employed of the TNEB 

would be as under: 

SI. 
No. 

Particulars 

(1) (2) 

I. Net Surplus (+)/Deficit (-) as per Book.c; 
of Accounts 

2. Subsidy from tht.> tate GO\ cnunem 

3. Net Surplus (+)/Deficit (-) befo1 -: 
subsidy from the State Government 

(1 - 2) 

4. Net increase/decrease iu Net Surplus/ 
Deficit on accoum of Audit comments on 
the annual accounts of the TNEB 

5. Net Surplus (+)/Deficit (-) after taking 
into the account the impact of Audit 
comment.c; but before subsidy from the 
Government (3 + 4) 

1993-94 

(3) 

225.54 

527.10 

(-)301.56 

(-)55.49 

(-)357.05 

(Amount - Rupees in crore) 

1994-95 1995-96 

(4) (5) 

347.75 339.19 

350.06 415.93 

(-)2.3 1 (-)76.74 

(-)4 .92 (-)273.72 

(-)7.23 (-)350.46 



(1) 

6. 

(2) 
• Total retum on Capital employed 
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(3) (4) (5) 

(-)107.16 (-)20.23 

7. Percentage retum on Capital employed 

( + )333.27 

5 .1 

1.3.8.2 Tamil Nadu Warehousing Corporation 

The financial position and the working reuslts as shown in relev.ant 

accounts of Tamil Nadu Warehousing Corporation for the three years up to 1996-

97 are given below: 

(i) 

l. 

(a) 

(b) 

(c) 

(d) 

(C) 

(1) 

Il. 

(f) 

(g) 

(h) 

(i) 

• 

Financial position 

Particulars 

(1 ) 

Liabilities 

Paid-up capital 

Reserves and surplus 

Loans 

Subsidy 

Current liabilities 

Provision for gratui ty/pension 

Total I 

Assets 

Gross fixed assets 

LESS: Depreciation 

Net fixed assets 

Capital work-in-progress 

Investments 

1994-95 

(2) 

7.6 1 

13.45 

0 .26 

2.53 

0.73 

24.58 

25.34 

4.90 

20.44 

0.00 1 

(Amount - Ru1>ccs in crorc) 

1995-96 

(3) 

7.6 1 

14.25 

0 .26 

3.95 

0 .27 

26.34 

28.88 

5.64 

23 .24 

0 .001 

1996-97 
(Provisional) 

(4) 

7.6 1 

15.48 

0 .59 

0 .26 

5 .04 

0.18 

29.16 

3 1.2 1 

6 .13 

25.08 

0.001 

Total return on capital employed represents net surplus/deficit PLUS total inte rest 
charged to profit and los.c; accoum (LESS : interest capitalised). 
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(I) (2) (3) (4) 

w Curr~nt assets. loans and .i 14 :uo 4.08 
advances 

Tota l II 24.58 26.34 29.16 

(k) Capital employed* 22.05 22.39 2-U2 

The financial position of Tamil Nadu Wart!housing Corporation for 

the year 1996-97 showed an increase of Rs. 1.23 crore in Reserves and Surplus. 

The Net tixed assets increased by Rs.1.84 crore. 

(ii) Working results 

(Amount - Rupees in crore) 

Particulars 1994-95 1995-96 1996-97 
(Provisional) 

(1) (2) (3) (4) 

Gross receipts 6.79 7.72 8..+0 

Operating expenses 2.95 3.5-l 1.80 

Non-operating expenses l..+2 l.52 l..+5 

Profit before interest and depreciation 
2A2 2.6<1 3. 15 

LESS 

Interest o.o..i ().()7 0.14 

Depreciation 0.43 0.51 0.51 

Provision for bad debls 0.07 o o..i 0 .17 

Profit before tax 1.88 2.0-l 2.33 

Provision for ta-.: 0.01 0.002 0.005 

Profit for the ye..ir 1.87 2.0..i 2.33 

* Capical employed represents net fixc:d asseLS PLUS working capital including 

capital worlc; i11 progress. 
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(1) (2) (3) (4) 

Prior year adjustments (-)0.21 (-)1.0 1 (-)0.85 

Net profit l.66 1.03 l.48 

Percentage of operating expenses to 4J.4 45.8 45.2 
gross receipts 

1.3.8.3 The operational performance of TNEB and the physical 

performance of Tamil Nadu Warehousing Corporation for the three years up to 

1996-97 are given in Annexures 7 and 8. 

1.3.9 Salient points noticed in audit 

During the course of audit of TNEB for the year ended 31 March 

1997, underassessment of energy charges amounting to Rs .18.98 crore, on account 

of various reasons like arithmetical inaccuracy, wrong application of tariff, short 

levy of penalty. etc., were pointed out by Audit. Out of this. a sum of Rs.2.12 

crore had been recovered/settled up to September 1997. 

1.4 Position of follow-up of Audit Reports 

The Report of the Comptroller and Auditor General of India for the 

year ended 31 March 1996 (No. 1) Commercial was placed on the table of the State 

Legislature on 4 April 1997 and awaits examination by Committee on Public 

Undertakings (COPU). During the period from April 1996 to September 1997, 

COPU met on nine occasions and discussed 35 audit paragraphs relating to the 

Audit Reports for the year 1992-93 to 1994-95 . Action Taken Notes for 32 audit 

paragraphs relating to previous Audit Reports were yet to be received by the 

Accountant General from the Government as on 30 September 1997 and 262 

recommendations made by COPU were pending final settlement as on that date. 
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SECTION 2A 

TAMIL NADU ADI ORA VIDAR HOUSING AND 
DEVELOPMENT CORPORATION LIMITED 

HIGHLIGHTS 

Tamil Nadu Adi Dravidar Housing and Development 
Corporation Limited set up (February I 974) initially with the objective 
of providing housing facilities to Adi Dravidars was later on entrusted 
(February I 975) with the task of undertaking various economic 
development schemes for povel(ty alleviation and upliftment of the 
standard of living of Adi Dravidars in the ·State. However, the scheme 
of construction of houses for Adi Dravidars was subsequently 
transferred to District Rural Development Agencies in I 989-90. 

{Paragraphs 2A.J and 2A.2} 

Due to absence of effective control over timely 
implementation of various welfare schemes, fends to the tune of 
Rs. 36. 05 crore released by the Central/State Government remained 
unutilised and kept in Personal Deposit Account for over two years 
during the period from 1992-93 to 1994-95. 

{Paragraph 2A.6. I (ii)} 

Although the scheme of construction of houses for Adi 
Dravidars was discontinued in I 989-90, the unutilised fends of Rs. 2. 49 
crore had not been refended to the Government. 

{Paragraph 2A.6. l (iii)} 

But for the interest income on investment of unutilised 

scheme fends and on account of over-charging of Special Central . 
Assistance schemes towards administrative expenses, the cumulative 
profit of Rs. 5. 65 crore exhibited by the Company during the five years 

.. 
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up to 1994-95 would have ended up into accumulated loss of Rs. 13. 27 
crore. 

{Paragraph 2A.6.2} 

Despite specific guidelines of the Government for releasing 
subsidy/margin money to the beneficiaries only through the bank, the 
Company released subsidy/margin money amounting to Rs. 0.13 crore 
directly to a beneficiary. This action of the Company proved 
unproductive as the beneficiary could not mobilise the balance funds 
from the banks. 

{Paragraph 2A. 7.1 . 7} 

Grant of subsidy not covered under the Special Central 
Assistance schemes and in excess of limit fix,ed by the State Government 
resulted in excess/inadmissible payment of subsidy of Rs. 0. 29 crore. 

{Paragraphs 2A. 7. 1. 8 and 2A. 7. 1. 9} 

Establishment of hosiery knitwear based industrial estates at 
Mudalipalayam and lngur at the cost of Rs. 23. 02 crore by diversion of 
Special Central Assistance scheme funds defeated the basic objective of 
upliftmenr of Ad; Dravidars below poverty line, in view of the 
requirement of a minimum contribution beyond the means of this 
segment. Moreover, both these estates constructed without assessing the 
demand potential remained idle/incomplete for want of demand. 

{ Pqrag raph 2A. 7. 3} 

Non-utilisation/return of undisbursed loans obtained from 
National Scheduled Castes and Scheduled Tribes Finance and 
Development Corporation Limited entailed avoidable payment of penal 
interest of Rs. I . 08 crore. Further, none of the landless Scheduled 
Caste/Tribe was provided financial assistance against the target of 4000 
under the Sericulture scheme. 

{Paragraph 2A. 7.4} 
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Expenditure of Rs. J. 91 crore incurred on 159 
incomplete/non-functioning tube wells meant to provide irrigation 
facilities to lands belonging to Scheduled Castes proved unproductive in 
the absence of plan/funds for bringing them to beneficial use. 

{Paragraph 2A.10. l} 

2A. l Introduction 

Tamil Nadu Adi Dravidar Housing And Development Corporation 

Limited (TAHDCO) was incorporated on 15 February 1974 with a view to provide 

housing faci I ities to Adi Dravidars in the State. Subsequently, the scope of object 

clause of the Company was enlarged (February 1975) so as to enable it to undertake 

a wide spectrum of economic development schemes for alleviation of poverty and 

upliftment of the standard of living of Adi Dravidars in the State. 

2A.2 Objectives 

The main objectives as envisaged in the Memorandum of Association 

of the Company are: 

(i) to provide housing facilities to the Adi Dravidars in the State; 

(ii) to implement economic development schemes for the welfare and 

benefit of Adi Dravidars and Scheduled Tribes in the State; 

(iii) to construct hostels , schools , buildings, community centres, etc., for 

Adi Dravidars and backward classes; and , 

(iv) to undertake any specific item of work entrusted by the Government 

from time to time. 

During the period from 1974-75 to 1988-89. the Company was the 

sole agency for construction of houses for Adi Dravidars in the State. However, in 

1989-90, this activity was made a part of "Jawahar Velai V aippu Thittam" (Jawahar 

Rozgar Yojana) and entrusted to the District Rural Development Agencies (DRDA). 

Consequently. the present activities of the Company are confined to items (ii) to (iv) 

listed above. 
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2A.3 Organisational set up 

The Articles of Association of the Company envisaged the 

management of the Company by a Board consisting of minimum five and maximum 

thirteen Directors. Against this. the Company had ten Directors on the Board as on 

31 March 1997 including a full time Chairman and Managing Director; eight of the 

ten Directors were appointed by the State Government and the remaining two 

nominated one each by Government of India (GOI) and National Scheduled Castes 

and Scheduled Tribes Finance and Development Corporation Limited (NSFDC). 

The day-to-day management of the Company is being looked after by the Managing 

Director assisted by two functional General Managers. 

Contrary to COPU 's recommendations that Chief Executives of 

Public Sector Undertakings should have a minimum tenure of three years to ensure 

stabi lity. continuity and accountabili ty. the Company had eight Managing Directors 

between February 1993 and March 1997 and their tenures ranged from one to 

thirteen months. 

2A.4 Scope of Audit 

The performance of the Company was last reviewed and included in 

the Report of the Comptroller and Auditor General of India for the year ended 31 

March 1986 (Commercial). The recommendations of the Committee on Public 

Undertakings (COPU) on this report are contained in its 138111 Report presented to 

the State Legislature on 29 April 1993. The activities of the Company during the 

period from 1990-91 to 1995-96 and adequacy or otherwise of the action taken on 

various recommendations of COPU were reviewed in audit between June and 

September 1996. The findings of Audit are discussed in the succeeding paragraphs. 

2A.5 Funding 

2A.5.1 Share capital and borrowing 

As against the authorised capital of Rs.5000 lakh, the paid-up capital 

of the Company as on 31 March 1995 (the period up to which the accounts were 

finalised) was Rs.3700.93 lakh contributed by the State Government (Rs.2474.53 

lakh) and the Central Government (Rs.1226.40 lakh) . The outstanding amount of 
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loans sanctioned by the State Government and NSFOC as at the end of March 1995 

was Rs.498.61 lakh (inclusive of interest of Rs.40.36 lakh) . 

The working capital requirements of the Company are met from 

administrative expenses under Special Central Assistance Schemes and through 

centage charges* on the works executed. The Company has also been using the 

interest earned on deposit of unutilised scheme funds. towards its working capital 

requirements. 

2A.6 
> 

Financial position and Working results 

2A.6.1 Financial position 

The accounts of the Company continued to be in arrears and had been 

finalised only up to 1994-95 (October 1997). The table below therefore indicates 
I 

the financial position of the Company for the last five years up to 31 March 1995. 

(1) 

I. 

(a) 

(b) 

(c) 

(d) 

(e) 

11. 

(a) 

(b) 

* 

(Amount - Rupees in lakh) 

1990-91 1991-92 1992-93 1993-94 1994-95 

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

Liabilities 

Paid-up capital 1301 .00 2410.4 1 2410 .41 2410.41 3700.93 

Share application 

money 1109.41 225 .81 629 .54 1290.52 518.04 

Reserves and surplus 63 . 16 182.57 117.97 

Borrowings 51.19 95.19 229.90 509.74 498.61 

Trade dues and other 
liabilities (including 3596.27 3687.89 5190.43 4743 .45 5337.09 
provisions) 

Total (l) 6057.87 6419.30 8523.44 9136.69 10172.64 

Assets 

Gros.<; fixed assets 54.36 56.64 59.83 64.48 102.27 

LESS: Depreciation 26.36 30.25 33.69 38.55 46.41 

Centage charges are collected by the Company to defray its administrative expenses at 
pn:scribed rntes (ranging from 2 to 12.5 per cent depending upon the nature of works) on 
the cost of works undertaken on behalf of various Govenmtent Deparunents. 
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(1) (2) (3) (4) (5) (6) (7) 

(c) Net fixed assets 28.00 26.39 26. 14 25.93 55 .86 

(d) Current asseLc;, loans 
and advances 

5583.26 6152. 10 8497.30 9110.76 10 11 6.78 

(e) Intangible asset" 

(i) Miscellaneous 
expenditure 

(ii) Accumulated loss 446.61 240.81 

Total (II) 6057.87 6419.30 8523.44 9136.69 10172.64 

Capital employed • 2014.99 2490.60 3333.01 4393.24 4835.55 

Net wortht 1963.80 2395.41 3103. I I 3883.50 4336.94 

The following observations are made in this regard: 

(i) During 1974-76. the State Government placed at the disposaJ of the 

Company Rs. 1020 lakh for construction of 30000 houses for Adi Dravidars at the 

cost of Rs. 1320 lakh. The baJance requirement of funds of Rs.300 lakh was met by 

the Company out of its share capital without any prior approval from the 

Government. A comment has been made in the Report (Commercial) of the 

Comptroller and Auditor General of India for the year ended 31 March 1980 

regarding utilisation of the Company' s own funds for c reation of assets on which it 

had no proprietary rights. The State Government. however, did not accede 

(September 1983) to the request of the Company for reimbursement of Rs. 300 lakh 

spent by it out of its share capitaJ . After exploring other alternatives like transfer of 

unutilised scheme funds available with the Company to its share capitaJ account and 

after protracted correspondence, the State Government finally ordered (May 1990) 

for reduction of share capitaJ of the Company to the extent of Rs. 300 lakh. 

Consequently, the proposaJ (December 1992) of the Company for reduction of its 

share capitaJ by Rs.300 lakh was pending (October 1997) with the Company Law 

Board . 

(ii) The Company has been implementing various income generating 

schemes for the welfare of Adi Dravidars/Scheduled Tribes through ft nanciaJ 

assistance received in the form of share capital from the State/Central Government 

* 

t 

Capital employed represent<; nee fixed assets including capital work-in-progress PLUS 
working capital. 

Nee worth represents paid-up capital PLUS reserves LESS intangible assets. 
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and Special Central Assistance. The State Government also provides funds fo r 

specific purposes such as construction of schools, hostels. community halls, etc. 
The funds thus released by the State/Central Government are kept in the Personal 

Deposit account (PD account) of the Company maintained by the State Government. 

Due to non-fo rmulation of schemes, slow progress in implementation of the 

schemes and non-regulation of drawal of funds from PD accounts to actual 

needs/requirements, huge unspent balances have been kept in the Company 's PD 

account , saving bank/fixed deposit accounts during the five years up to 1994-95 as 

detailed below: 

(Amount - Rupees in lakh) 

Amount kept by the Company in 
Year Amount held in PD Savings bank Fixed deposit 

account 

1990-91 2655.25 820.00 1122.00 

1991-92 442.95 502.74 3881.74 

1992-93 3604.99 3863.64 2823.10 

1993-94 5053.02 1289.48 345 .72 

1994-95 6202.94 789.02 174.89 

Further analysis in audit of 

the amount held in PD account revealed that 

a monthly minimum balance of Rs.3604.99 

lakh was held for over two years during the 

period from 1992-93 to 1994-95, thereby 

Absence of effective control over 
timely implementation of welfare 
scheme resulted in unutilised 
funds of Rs.36.05 crore. 

indicating absence of effective control over timely implementation of various 

welfare schemes envisaged. 

(ii i) Consequent on transfer of work 

of construction of houses for Adi Dravidars to 

the DRDA in 1989-90, the Company held, at 

r ~ 
Unutilised funds of Rs.2.49 
crore had not been refunded 
to the Government. 

the time of transfer of thjs activity. unutilised "'" ~ 

balance of Rs. 249. 50 lakh out of Rs. 299. 90 lakh received from the State 

Government for that purpose. Despite repeated requests/reminders from the 

Government, the Company had not refunded the unutilised balance of Rs.249.50 

lakh so far (October 1997). The Company had also not furni shed any utilisation 

certificate for the balance amount of Rs.50.40 lakh spent on the scheme. 



44 REVIEW ON T AHDCO 

(iv) According to the report of the Statutory Auditors on the accounts of 

the Company for the year 1994-95, fixed deposit receipts to the extent of Rs.47.21 

lakh were not made available for verification and it was not certain whether the 

same were traceable. Further, proceeds in respect of fixed deposits to the tune of 

Rs.25.45 lakh sent to banks long back for encashment have not been received by the 

Company so far (October 1997). Audit noticed that this kind of situation was 

mainly due to improper maintenance of records and ineffective control over 

investments. The Company did not also take any effective action on the findings of 

the Statutory Auditors. 

2A.6.2 Working results 

The table below indicates the working results of the Company for the 

five years ended 31 March 1995. 

(Amount - Rupees in lakh) 

1990-91 1991-92 1992-93 1993-94 1994-95 
(1) (2) (3} (4) (5) (6) (7) 

I. Income 

(a) Centage on 52.63 63 .31 49 .21 48.82 64.38 
work.c; 

(b) Staff assistance 
from Special 49.34 127.34 175 .53 211 .02 218.68 

CenLral 
Assistance 

(c) I merest 136.77 282.62 414.25 263 .65 112.20 
(d) Other income 3.24 6.54 6.89 5.67 7.45 

(including rem) 

Total (I) 241.98 479.81 645.88 529.16 402.71 

n. Expenditure 

(a) Salaries and 176.24 190.65 224.74 259.83 300.74 
wages 

(b) Other 
administrative 60.37 74.51 83 .04 103.37 102.83 
expenses 

(c) I merest 2. 19 4.00 8.59 20.50 35 .23 
(d) Depreciation 3. 18 3.89 3.44 4.87 7.85 
(e) Provision for 

doubtful debLS 
22.10 21.17 20.66 
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(1) (2) (3) (4) 

(t) Others 0.96 

Total (II) 241.98 274.01 
Profit (+)/Loss 205 .80 
(-)for the year 

The Company was able to 

make profits during the three years up to 

1993-94 mainly on account of substantial 

non-operational income earned by way of 

interest on investment qf unutilised 

scheme funds and administrative 

assistance received under Special Central 
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(5) (6) (7) 

341.91 409. 74 467.31 

303.97 119.42 (-)64.60 

he cumulative profit of Rs.5.6 
crore would turn into an 
accumulated loss of Rs.13.27 crore if 
non-operational income and 
overcharging of Special Central 
Assistance funds are taken into 
onsideration. 

Assistance Schemes. But for the non-operational income through interest 

(Rs. 1209.49 lakh) on investment of unutilised scheme funds and over-charging 

(Rs.681 .82 lakh) of Special Central Assistance funds towards administrative 

expenses over the norm as discussed in Paragraph 2A .7.1.3. the working of the 

Company during the five years up to 1994-95 would have ended with the 

cumulative loss of Rs. 1326. 72 lakh (as against the cumulative profit of Rs.564.59 

lakh) . 

2A.7 Implementation of schemes 

2A. 7.1 Special Central Assistance Schemes 

2A. 7 .1.1 The GOI formulated ( 1980) a scheme of Special Central Assistance 

(SCA) to give thrust to the development programmes in core sectors like Animal 

Husbandry, Agriculture and Khadi and Village Industries. The funds received 

under SCA as subsidy could be spent only for income generating economic 

programmes to enable poor Scheduled Caste families to cross the poverty line. 

The Company, as an agency for implementation of SCA schemes in 

the State. undertakes various economic development programmes such as self 

employment sc.hemes. agriculture and al lied activities, individual entrepreneur 

schemes, etc. , through various agencies like Tamil Nadu Khadi and Village 

Industries Board (TNKVIB) and Departments of the State Government. The 

maximum subsidy allowable under SCA is Rs.10000 per beneficiary which is 
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further limited to 50 per cent of the capital cost of the scheme. The balance 

requirement of funds for the scheme is to be met by way of margin money 

assi~tance (25 per cent) by the Company and through bank loan (25 per cent) to be 

raised by the beneficiaries. 

2A.7.1.2 Non-surrender of unutilised SCA funds 

Contrary to the instructions (1988) of State/Central Government that 

SCA funds should be utilised during the year of thei r receipt and unutilised funds. if 

any, at the end of each year should be surrendered to the Central Government, the 

Company earned forward huge unspent balances year after ) ~ar due to non­

fo;mu lation of schemes, as detailed below: 

Year 

(1) 

1990-91 

1991-9:2 

1992-93 

1993-94 

1994-95 

Opening 
balance of 
unutilised 
SCA funds 

(2) 

3557.08 

2456.23 

2469.32 

2981.70 

'.::254.80 

SCA · Total funds 
received available 
during tbe 
year 

(3) (4) 

1300.00 4857.08 

1741.05 4197.28 

2437.38 4906.70 

1877.28 4858.98 

2653 37 4908.17 

(Amount - Rupees in lakh) 

Funds Balance of Percentage 
utilised unutilised of Column 

assi iance 6 to 4 

(5) (6) (7) 

2400.85 2456.'.!3 50.6 

1727.96 2469.32 58.8 

1925.00 2981.70 60.8 

26CM.18 2254.80 46 .4 

4908.17 NJL 

Out of Rs.4908 . 17 lakh of SCA funds utilised during 1994-95, 

Rs.2687 lakh (54.7 per cent) were diverted at the instance of the State Government 

for establishment of two knitwear based industrial estates at Mudalipalayam and 

Ingur as discussed in Paragraph 2A.7.3. The cost of setting up a unit in these 

estates was estimated to range between R .21 lakh and Rs.130 lakh, depending upon 

use of indigenous or impo1ted machinery. This was proposed to be financed by 

way of promoti..!r's nn~ribution (10 per cent) , subsidy (15 per cent), State 

Government's contribution ,o share capital (5 per cent), margin money assistance by 

the Company ( 10 per :-ant) and institurional finance (60 per celll) . Thus, the 

minimum envisaged contribution of Rs.2.10 lakh to Rs. 13 lakh by each beneficiary 

apart from collateral security for at least 10 per cent of the project cost would 

evidently be beyond the means of poor Scheduled Castes, thereby defeating the 

basic objective of the SCA schemes viz., formulation of economic programmes for 

uplifrment of poor Scheduled Castes below the poverty line. 
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Moreover, the industrial estates constructed in both the places 

(Mudalipalayam and Ingur) through diversion of the SCA funds were also not 

successful in view of lack of adequate demand/non-completion of works as 

discussed in Paragraph 2A.7 .3. 

2A.7.1.3 Over-charging of SCA schemes towards administrative eA'J>enses 

As per the guidelines issued (October 

1988) by the GOI governing the grant of SCA 

schemes. the implementing agency can avail/utilise 

one per cent of SCA (sanctioned during each year) 

towards administrative expenses for implementation, 

supervision, monitoring and evaluation of the 

The Company charged 
excess administrative 
expenses on Special 
Central Assistance 
funds to the extent of 

.6.82 crore. 

schemes. However, the State Government directed (December 1990) the Company 

to meet its entire administrative expenses from out of SCA funds from 1990-91 

onwards on the ground that the Company was mainly concerned with the upliftment 

of Adi Dravidars in the State. Although this decision was in contravention of the 

GOI guidelines governing SCA, no prior consent/concurrence of the GOI was 

obtained in this regard. Moreover, charging of entire administrative expenses to 

SCA also lacked justification in as much as the Company was engaged in 

implementation of the State Government schemes also. 

Though, as per the above guidelines, the Company was entitled to 

charge administrative expenses to the ext:nt of Rs. 100.09 lakh during the period 

from 1990-91 to 1994-95 against SCA schemes, the actual administrative expenses 

met out of SCA funds by the Company during the above periods amounted to 

Rs.781.91 lakh. The excess administrative expenses, thus met out of SCA funds for 

which the Company was not entitled to. worked out to Rs.681.82 lakh. The fact of 

over-charging of SCA schemes towards administrative expenses over the norm 

prescribed was also not apprised to the GOI. 

2A.7.1.4 Diversion of SCA funds 

In commemoration of the centenary celebration of 

Dr.D. R.Ambedkar, the GOI released (March 1991) an additional grant-in-aid of 

Rs.50 lakh under SCA schemes to the State Government for rendering financial 

assistance to leather procurement centres, training centres for Adi Dravidars 

.. 
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engaged in manufacturing of leather goods and stone crushing projects. The scheme 

was required to be completed before the close of the financial year 1991 -92 failing 

which the unspent amount was required to be surrendered to the GOI. The State 

Government in tum released (February 1992) the amount to the Company with a 

stipulation to formulate necessary schemes in this regard. The Company had not, 

however. formulated any scheme in this direction, nor did it surrender the unspent 

grant-in-aid to the GOI. though required in terms of the latter's directives (March 

1991 ). 

After a lapse of over one year, based on a proposal (August 1993) of 

the Company, the State Government ordered (September 1993) diversion of 

Rs.21.50 lakh from out of the above grant-in-aid (Rs.50 lakh) towards proposed 

construction of "Baba Saheb Dr. B.R.Ambedkar Centenary Memorial Auditorium" 

at Chennai . Although this diversion was in contravention of the GOI guidelines 

(1988) requiring release of SCA funds only for income generating economic 

programmes, the fact of such diversion for the unintended purpose was not 

appraised to the GOI. The work of construction of auditorium had also to be 

stopped (July 1994) midway on account of court stay after incurring the expenditure 

of Rs.22.42 lakh. Thus, out of Central grant-in-aid of Rs.50 lakh, Rs.22.42 lakh 

were not utilised for the intended purpose and the balance unutilised amount of 

Rs. 27 .58 lakh was also not remitted back to the GOI. Consequently. the underlying 

objective of release of Central grant-in-aid of Rs.50 lakh for upliftment of Adi 

Dravidars engaged in leather manufacturing and stone crushing projects remained 

unachieved . 

2A.7.1.5 Slow and wiplanned implementation of the scheme 

The State Government evolved (1992) a scheme for provision of 

bunks and leather stitching machines free of cost to the footwear artisans, who were 

below the poverty line (annual income below Rs.11000). Under the scheme. the 

Company was required to ensure timely implementation of the scheme and watch 

receipt of necessary utilisation certificates in complete shape indicating the purpose 

of utilisation, details of beneficiaries, etc., for the funds released to TNKVIB. The 

Company was also required to periodically inspect and ensure efficient functioning 

of these bunks. Based on the directives from the State Government. thl Company 
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released SCA funds to the tune of Rs.460 lakh to TNKVIB during February 1992 to 

January 1994 for implementation of the scheme. 

The table below indicates the physical and financial performance 

under the scheme during the three years up to 1993-94: 

Year 

1991-92 

1992-93 

1993-94 

Total 

2000 

0:: 
w 

1500 

m 1000 
:E 
::> 
z 

500 

0 

719-12 

Amount 
released 

180.00 

180.00 

100.00 

460.00 

(Amount - Rupees in lakh) 

Bunks Stitching machines 

Amount Target Achieve Percen- Target 
utilised ment tage of 

achieve 
ment to 
target 

149.75 2000 1687 84.4 2000 

147.78 2000 425 21.3 2000 

86.68 2000 828 41.4 2000 

384.21 6000 2940 49.0 6000 

SCHEME FOR PROVISION OF BUNKS 
AND LEATHER STITCHING MACHINES 

I 

Physical Target\ and Achievement . 

Achieve Perceo-
ment tage or 

achieve 
ment to 
target 

409 20.5 

NIL 

176 8.8 

585 9.8 

BUNKS LEATHER STITCHING MACHINES 

-. 

YEAR 

\ 
\ i 

I~ cm Ta met 

1500 

0:: 

~ 
:E 1000 
::> 
z 

0 

\ .. 
YEAR 

Actual 
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The following were observed in audit: 

(i) The basis of fixation of target and reasons for non-achievement of the 

same were not on record . Further, the target fixed also could not be achieved in 

any of the years and in case of ·stitching machines, the overall achievement of the 

target was below l 0 per cent. 

(ii) The Company had not ensured timely receipt of utilisation certificates 

for the funds released to TNKYIB . It was observed that out of Rs.384.21 lakh 

spent on the scheme, utilisation certificates for Rs. 76.80 lakh were still to be 

received (October 1997) from TNKVIB. Further, utilisation certificates for Rs. 180 

lakh disbursed during 1991-92 and 1992-93 were also found to be incomplete as 

these did not contain the detail s/names of beneficiaries, purpose of utilisation, etc. 

Therefore. the utilisation of the above amount (Rs.256.80 lakh) for the intended 

purpose could not be verified by Audit. 

(iii) Despite the fact that 

provision of bunks without 

stitching machines would not serve 

the desired purpose, stitching 

machines were supplied only to 585 

( 19. 9 per celll) out of 2940 

Company failed to provide requisite 
number of stitching machines to poor 
footwear artisans which defeated the basic 
purpose of their upliftment and investment 
of Rs.3.84 crore was rendered unfruitful. 

beneficiaries, who had been provided with the bunks during the three years up to 

1993-94. Even in those cases where beneficiaries had been provided with bunks 

and stitching machines, the Company had not evolved any system of periodical 

inspection, though envisaged in the scheme so as to ensure effective functioning of 

those assisted uni ts. The Company did not take any effective action to ensure 

supply of stitching machines to the remaining (2355) beneficiaries. Nor did it 

obtain refund of the unspent balance (Rs. 75. 79 lakh) lying with TNKYIB. Thus, 

due to lack of proper and timely monitoring of the scheme by the Company, the 

investment of Rs.384.21 lakh was rendered unfruitful as the basic objective of 

providing bunks and leather stitching machines for the upliftment of poor footwear 

artisans remained largely unachieved (October 1997). 
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• 

2A.7.l.6 Non-implementation of the scheme 

(i) In pursuance of a decision to 

provide 100 per cent subsidy from SCA funds 

for purchase of modem tools and machinery for 

the existing 26 footwear units. 2 chrome 

Failure to effectively monitor 
the timely implementation of 
the scheme, Central funds of 
Rs.0.74 crore remained idle 

tanning units and one tannery under the control for more than six years. 

of TNKVIB. the State Government released 

(October 1990) Rs. 74.40 lakh to the Company for implementation of the proposal . 

It was expected that this scheme would improve the quality of leather goods of these 

units and also provide gainful employment with adequate wages to the artisans 

belonging to the Scheduled Castes, thereby enabling them lo rise above the poverty 

line. Under the scheme. the· Company was required to ensure timely 

implementation of the scheme, watch receipt of necessary utilisation certificates and 

also ensure successful functioning of the scheme through periodical monitoring. 

Although the Company released (February 1991) Rs.62.75 lakh to TNKYIB for 

purchase of required .tools and machinery. the Company had not ensured the timely 

utilisation of the funds for the intended purpose by watching receipt of utilisation 

certificates and through periodical monitoring. As a result, no action had been 

taken by TNKVIB for purchase of required tools/machinery. Thus, due to the 

Company 's failure to effectively monitor the timely implementation of the scheme, 

Central funds of Rs. 74.40 lakh were idling for over six years besides rion­

achievement of the desired objective of improving the quality of the products of 

these units and upliftment of poor artisans. 

(ii) The State Government decided 

in April 1995 to provide a capital assistance 

of Rs. 15000 (subsidy of Rs. 7500 and bank 

loan Rs. 7500) to 2000 Adi Dravidar women 

in the four di stricts of the State for setting up 

of broiler units. It was expected that thi s 

Funds to the tune of Rs. I.SO 
crore were idling for more than· 
two years due to ineffective 
follow-up action in 
identification of beneficiaries 
for the broiler units. 

scheme would enable these Adi Dravidar women to become self sufficient and earn 

around Rs. 500 per month. The Company received (May 1995) SCA funds of 

Rs. 150 lakh for implementation of the scheme. Under the scheme, Adi Dravidar 

women living below the poverty line were eligible for assistance. The selection of 

eligible beneficiaries had to be done by the participating bank and the Non-

219-12a 
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Governmental Organisations selected by the Company. The Company was required 

to take necessary follow-up action for implementation of the scheme, work out the 

modalities for release of funds and mobilise the resources and support services for 

the broiler farmers. The scheme was required to be implemented within three 

months from receipt of funds from the Government, i.e., by July 1995. However, 

due to ineffective follow-up by the Company, identification of beneficiaries and 

modalities for implementation of the scheme were not completed yet (October 

1997). As a result, Central funds of Rs.150 'Jakh were idling for more than two 

years without any beneficial use besides non-achievement of the desired objective of 

the scheme. 

2A.7.1.7 Irregular sanction of subsidy /margin money loan under SCA 
scheme 

As a part of SCA scheme, 

the State Government accorded (March 

1990) approval for establishment of a 

plastic bag manufacturing unit in Sedapatti 

block, Madurai district at the cost of 

Rs.16.78 lakh for the benefit of 40 Adi 

Assistance of Rs.0. 13 crore 
extended directly to the beneficiary 
unit for the establishment of a 
plastic bag manufacturing unit in 
violation of Government directives 

roved unfruitful. 

Dravidar beneficiaries. The project cost was proposed to be met by way of subsidy 

under SCA scheme (Rs.9.20 lakh), margin money loan by the Company (Rs.3.79 

lakh) and the balance (Rs.3.79 lakh) through bank loan. Instead of releasing the 

margin money loan and subsidy through the participating bank as laid down in the 

Government directive (May 1987), the Company released (March 1991) the 

stibsidy/margin money ~unting to Rs.12.99 lakh directly to the beneficiary unit. 

The Company also failed to safeguard its interests by obtaining suitable bank 

guarantee/undertaking to ensure repayment of amount in case of difficulties in 

mobilising the balance funds from bank. Owing to the bank's refusal to sanction 

the loan, the unit could not commence activity. Thus, the entire assistance of 

Rs.12.99 lakh extended by the Company in violation of Government directives was 

irregular and proved unfruitful. 
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2A.7.1.8 Excess payment of subsidy 

As per the State Government 

guidelines (May 1991) , the subsidy 

allowable under SCA schemes is limited to 

50 per cent of capital cost of the 

scheme/unit. The balance 50 per cent 

capital cost is required to be met by the 
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In disregard to Government 
guidelines, the Company made 
an excess payment of subsidy 
amounting to Rs.0.20 crore for a 
scheme of provision of bullock 
carts to Sc~duled Castes. 

beneficiaries through institutional finance. Audit analysi , however, indicated that 

in respect of a scheme of provision of bullock c ts to Scheduled Caste 

beneficiaries, against the maximum admissible subsidy f Rs.4750 per unit, the 

Company extended subsidy at the rate of Rs.5000 to 812 beneficiaries during the 

four years up to 1995-96, thereby resulting in excess payment of subsidy of 

Rs.20.32 lakh. Further, the Company had also not ensured the creation/retention of 

the assets by the beneficiaries. 

2A.7.1.9 Payment of inadmissible subsidy 

As a pan of SCA schemes, the Company extends maximum subsidy 

of Rs.5000 or 50 per cent of the capital cost of the unit for various self employment 

programmes such as grocery shop, cycle shop-, tea shop, radio repair shop, etc. It 

was, however, observed in audit that the Trichy district office of the Company, 

without the approval of Head Office/Government, extended (1993-94) a subsidy of 

Rs.8.28 lakh to 226 Scheduled Caste beneficiaries for purchase of milch animals. 

This scheme was, however, not found to be covered by the self employment 

schemes implemented by· the Company with SCA. Reasons for release of such 

inadmissible subsidy were not on record. The Company had also not evolved any 

system to ensure/verify whether the assisted beneficiaries under the scheme had 

actually purchased the milch animals. 



54 

2A.7.1.10 Non-achievement of objectives 

(i) Petty trade scheme 

This scheme implemented with 

SCA funds envisaged providing of credit 

linked subsidy and margin money assistance 

to poor Adi Dravidars for starting petty 

employment venrures like printing press, shoe 

making unit, lathe, leather tanning unit, etc. 
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As the scheme of petty trade 
failed to ra ise the standard of 
living of the beneficiaries, the 
subsidy of Rs.0.37 crore 
provided to them remained 
largely unfruitful. ., 

Under the scheme, assistance is provided in the form of subs!dy (50 per cent), 

margin money loan (25 per cent) and bank loan (25 per cent) for creation of 

necessary assets for carrying out the above ventures. During the three years up to 

1993-94, the Company provided subsidy of Rs.28 .54 lakh to 2153 beneficiaries. 

An evaluation of the scheme conducted by the ComP.any during 1993-94 revealed 

that out of 469 cases selected, assets were available for verification only in 223 

cases and in the remaining 246 cases, (subsidy/margin money: Rs.3.35 lakh) either 

the assets were not created or the created assets were disposed of within a short span 

of time. The evaluation report. therefore. concluded that the scheme provided ORiy 

temporary rel ief and in majority of the cases, the beneficiaries had not been 

benefited to the extent of raising their standard of living economically. Without 

evolving strategies to overcome the constraints in the scheme, the Company 

continued to render further financial assistance of Rs.8.47 lakh by way of subsidy 

to 847 beneficiaries during the subsequent years, i.e. , 1994-95 and 1995-96. Thus. 

the entire assistance extended under the scheme remained largely unfruitful. 

(ii) Self employment tra ining scheme 

Under the self employment 

training scheme with SCA , the Company 

imparted training to 13808 semi-educated 

and educated Adi Dravidar youths in 

specified 24 trades like tailoring, radio and 

television mechanism, gem cutting, 

typewriting, etc., at the cost of Rs.133. 18 

lakh during the five years up to 1995-96. 

Due to absence of post-tra ining 
support to Adi Dravidar youths, 
an expenditure of Rs. l .33 crore 
incurred towards imparting 
training in various trades 
remained unproductive. 

The Company was to provide post-
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training support to the beneficiaries in the form of arranging placement services in 

suitable ventures or by rendering assistance for securing institutional finance for 

setting up of self employment ventures. 

An evaluation of the scheme conducted (1993-94) by the Company in 

South Arcot and Villupuram districts revealed that only six out of fifty five 

beneficiaries selected were gainfully employed after training. According to the 

evaluation report. majority of them considered the scheme as "temporary dole". 

The evaluation report further concluded that majority of the trainees became just 

another "piece of statistics in the beneficiaries assisted list" . The evaluation report 

also revealed that due to lack of financial support, most of the beneficiaries could 

not start their own business after completion of training. In the absence of any 

effective post-training support, the desired objective of the training scheme had 

largely not been achieved . 

2A.7.2 National scheme for liberation and rehabilitation of 
scavengers and their dependants 

The GOI introduced (March 
1992) a new scheme viz., "National scheme The Company spent Rs.1.37 

crore in excess of receipt of funds 
for liberation and rehabilitation of by diverting the funds received 
scavengers and their dependants". The for implementation of other 

scheme envisaged providing alternative welfare schemes. 
~-----------------------" gainful/dignified employment opportunities to those engaged in the highly 

obnoxious hereditary occupation of manual scavenging within a period of five years 

from 1991 -92. The implementation of the scheme in the State was entrusted 

(December 1992) to the Company. Under the scheme, the Company has been 

imparting training in various trades and rendering financial assistance to the 

scavengers and their dependants for setting up of projects costing up to Rs.20000. 

The pattern of assistance was in the form of subsidy (50 per cent) , margin money 

( 15 per cellt) and bank loan (35 per cellt) . 

Audit review of the implementation of the scheme revealed the 

following: 

(i) The Company engaged (1993) the services of 43 voluntary Non-

Governmental Organisations for conducting a rapid survey to identify scavengers 

and their dependants in the State. They identi tied 16937 scavenger families 
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comprising 35561 persons eligible for financial assistance under the scheme. These 

voluntary organisations were paid Rs .5 . 93 lakh as remuneration for the survey (at 

the rate of Rs. 35 per family). Later on, it was found by the Company, as evidenced 

from the reports (May 1993) of various District Managers, that the figures in the 

survey were exaggerated (by including non-scavengers also) so as to get higher 

remuneration. In fact, it was observed that the names of several genuine scavengers 

did not find place in the survey reports. Although it was decided (May 1993) in the 

review meeting of all District Managers to conduct a fresh survey . no action had 

been taken in this direction. Despite this, the Company continued to rely on the 

·inaccurate data/survey furnished by the Non-Governmental Organisations and 

render financial assistance accordingly. 

(ii) Out of the above 35561 persons identlied as beneficiaries, the 

Company imparted training to 4860 beneficiaries in selected trades like automobile 

driving , tailoring, automobile repairs, refrigeration, etc .. at a cost of Rs. 97 .57 lakh 

without any post-training support. The Company further rendered financial 

assistance in the form of subsidy (Rs. 743.43 lakh) and margin money loan 

(Rs.232.59 lakh) to 11637 beneficiaries as against the target of 28640 for setting up 

their projects during the period from 1993-94 to 1995-96 . Reasons for non­

achievement of targets were not on record. Of the above 16497 assisted 

beneficiaries, the exact number of genuine scavengers benefited could not be 

verified in audit in absence of records. 

(iii) The State Government placed (1992-93) at the disposal of the 

Company, Central (Rs.824 lakh) and State funds (Rs.118.61 lakh) to the tune of 

Rs. 942.61 lakh for implementation of the scheme, against which the Company 

expended 1Rs.1079.52 lakh on the scheme (inclusive of training and survey 

expenses) . The Company had , thus, spent Rs. 136. 91 lakh in excess by diverting 

the funds provided by the GOI and the State Government for implementation of 

other welfare schemes without their specific approval. 

(iv) In the absence of any system of obtaining feed back regarding setting 

up of the projects by the beneficiaries, the effectiveness of the scheme in achieving 

its desired objective viz., providing relief and rehabilitation could not be ensured in 

audit. The Company had also not evaluated the efficacy of the scheme implemented 

at the total cost of Rs .1079.52 lakh. 
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2A.7.3 Establishment of industrial estates 

In pursuance of the decision 
• 

(July 1992) of the State Government to 

establish a hosiery knit wear based 

industrial estate with 100 units m 

Coimbatore district. the Company 

acquired (March 1993) 47. 25 acres of 

temple lands and 60.59 acres of private 

Establishment of hosiery knitwear 
based industrial estates at a cost 
of Rs.23.02 crore by diversion of 
funds defeated the basic objective 
of upliftment of Adi Dravidars 
below poverty line. 

lands at Mudalipalayam at a total cost of Rs . 75.49 lakh. Although the industrial 

estate was exclusively meant for Adi Dravidar beneficiaries. the Company had not 

made any market study to assess the demand potential of the segment before 

venturing upon the project. 

The civil works for construction of sheds were awarded (May 1995) 

with the approval of the State Government to the lowest tenderer, viz .. R.P.P 

Builders. Erode for Rs.691.04 lakh (i .e. , 29.89 per cent excess over the estimates). 

Due to escalation in cost of materials and inclusion of certain additional items of 

works, the revised cost of civil works was estimated to be Rs.825 lakh. The revised 

estimate sent to the Government in March 1996 was still pending approval (October 

1997). 

All 'these sheds were completed by February 1996 at a total cost of 

Rs . 946.02 lakh (inclusive of land cost, land development expenditure. etc. ,). Due 

to lack of demand for these sheds from the envisaged segment, in view of the high 

cost and consequent inability of the Company to identify the beneficiaries, . the 

industrial estate constructed at the cost of Rs. 946.02 lakh was remaining idle 

(October 1997) for over 20 months. 

Likewise, for establishment of another knitwear based industrial 

estate with 200 work sheds at Ingur village in Periyar district for exclusive benefit 

of Adi Dravidars, the Company took (March 1995) on lease 150.35 acres of land 

from Tamil Nadu Corporation for Industrial Infrastructure Development Lirwited 

(TACID). Although the proposed estate was twice the capacity of the estate under 

construction at Mudalipalayam, which was just 40 Kms. from this proposed site at 

Ingur, the Company did not assess the demand potential for industrial sheds in the 

area beforehand. The State Government, while according approval (March 1995) 
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for taking over of land from TACID, instructed the Company to finalise the 

beneficiary selection before taking up the scheme. The Company had not, however, 

made any effort/attempt in this direction. After a lapse of more than a year. the 

Company based on tender entrusted (April 1996) the construction of the estate to thl' 

lowest tenderer. viz., S. P. Periaswamy and Company fo r the total value of 

Rs.1595 .29 lakh (i.e., 28 .97 per cent exct:ss over estimate). The works which were 

scheduled to be completed by December 1996 were still in progress (October 1997). 

The total expenditure incurred on the project up to end of July 1997 amounted to 

Rs. 1356. 19 lakh. 

The entire expenditure on both these industrial estates was met by 

diversion of SCA funds received from the Central Government. As already 

mentioned in Paragraph 2A.7.1.2 supra, the cost of setting up a unit in these estates 

was estimated to be around Rs.21 lakh to Rs.130 lakh, with a minimum 

contribution of Rs.2.10 lakh to Rs.13 lakh and collateral security for 10 per cent of 

the project cost by each beneficiary would be beyond the means of the poorer 

sections of Adi Dravidars, thereby defeating the basic objective of the SCA scheme 

viz., upliftment of poorer Adi Dravidars below the poverty line . 

2A.7.4 Schemes with NSFDC loan assistance 

(i) NSFDC extends financial 

assistance to State level Corporations for 

financing income generating schemes for the 

benefit of Scheduled Castes/Tribes. The 

assistance is in the form of term loan, seed 

Non-utilisation/return of undis­
bursed loans (Rs.7.44 crore) 
entailed avoidable payment of 
penal interest of Rs.1.08 crore. 

capital loan. bridge loan. working capital loan for projects costing up to Rs.30 lakh. 

These loans which carry an interest rate of 4.5 per cellt with a prompt repayment 

rebate of 0 .5 per cent are repayable in quarterly instalments within a period of ten 

years. The funds remaining unutili sed with the channelising agencies would attract 

levy of penal interest at 10 per cent per annum. 

The Company obtained Rs.668.97 lakh from NSFDC in December 

1992 (Rs .25 lakh) , January 1994 (Rs.26. 97 lakh) anci January 1996 (Rs.617 lakh) 

for implementation of schemes under transport sector. Due to existence of a similar 

scheme, with more attractive terms (provision of subsidy, lower interest rates) under 

SCA scheme, the Company could not succeed in identification of beneficiaries for 
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implementation of the scheme with NSFDC assistance. Thus, non-utilisation/non­

return of the unutilised loan assistance entailed payment of penal interest of Rs.80 

lakh to NSFDC up to January 1997. 

(ii) The State Government entrusted to the Company (July 1992) the task 

of implementation of a sericulture scheme in the State. The scheme envisaged 

purchase and distribution of land for sericulture at the rate of one acre each to 

benefit 4000 landless Adi Dravidar families and to provide infrastructure facilities to 

6000 land owning Adi Dravidar families in the State. 

The Company secured a loan assistance of Rs.275 lakh from NSFDC 

during April and May 1993. The Company entrusted the implementation of the 

scheme to the Director of Sericulture and released Rs.218 lakh from NSFDC 

(Rs.200 lakh) and SCA funds (Rs.18 lakh) during July and August 1993. Non­

utilisation of balance NSFDC funds of Rs . 75 lakh for the intended purpose resulted 

in payment of avoidable penal interest of Rs.28.13 lakh for the period from 

September 1993 to May 1997. 

Against the target of 6000 land owning and 4000 landless 

beneficiaries envisaged under the scheme, the benefits were extended only to 4258 

land owning beneficiaries at a cost of Rs. 191 . 97 lakh and not a single beneficiary 

under the landless category was provided assistance, thereby largely defeating the 

objective of the scheme. The balance unspent amount of Rs.26.03 lakh was still 

lying (October 1997) with the Director of Sericulture. 

2A.7.5 Non-recovery of old dues under margin money loan scheme 

Under a Centrally sponsored 

(June 1980) margin money loan scheme. soft 

loan assistance is given to Adi Dravidar 

beneficiaries at 4 per cem interest as a part of 

unit/project cost for creating assets for their 

Margin money loan of 
Rs.4.13 crore sanctioned 
prior to March 1988 was 
pending recovery. 

welfare. The scheme is implemented with the share capital assistance granted to the 

Company by the State and Central Governments in the ratio of 51:49. Under the 

scheme, 25 per cent of the unit cost is granted as margin money by the Company at 

the interest rate of 4 per cent per annum and the balance by way of bank loans. 

This margin money loan is disbursed through participating banks. The 
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responsibility for completing all formalities for disbursement of loans (including 

margin money) and for recovery of loans (including margin money) primarily vests 

with the participating banks. 

Considering the huge margin money loan outstanding, COPL 

recommended (April 1993) that concerted action had to be taken by the Company to 

ensure early and complete recovery of margin money loan, so as to guard against 

any possible loss due to efflux of time and non-availability of beneficiaries. It was. 

however, observed that as on 31 March 1995. margin money loan of Rs.4.13 crore 

sanctioned prior to March 1988 was pending recovery. The Statutory Auditors in 

their report on the accounts of the Company for 1994-95 also commented about the 

lack of adequate action by the Company for recovery of these old dues. 

2A.7.6 Other development schemes 

The Company has a civil engineering technical wing under the 

control of General Manager (Technical), which is engaged in various construction 

activities for the benefit of Adi Dravidars in the State. Consequent on stoppage of 

construction of houses for Adi Dravidars since 1989, the construction activity of the 

wing revolves around construction of boys/girls hostels, school buildings, teachers' 

quarters, shopping complexes, community hall. etc. 

During the five years up to 1995-96, the CompIDiy received 

Rs.2649.02 lakh from the State Government for construction of 154 hostels, 

schools. etc. 

A test check in audit of some of the works executed by the technical 

wing revealed the following: 

(i) The work of construction of two school buildings one each at 

Melmathur and Elathur in South Arcot district taken up in March 1993 (scheduled 

to be completed by September 1993) at a cost of Rs. 10 lakh had to be stopped in the 

middle after incurring the expenditure of Rs.3.20 lakh due to slow progress of work 

by the contractor. Although the agreement with the contractor provided for 

completion of the work at the risk and cost of the contractor, the Company did not 

take any action to complete the building even after a lapse of nearly four years. 

The expenditure of Rs.3.20 lakh on the incomplete buildings, thus, proved 
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unfruitful apart from non-achievement of desired objective of construction of school 

buildings for the benefit of Adi Dravidars in the respective areas. 

(ii) During the course of works audit conducted by the technical wing of 

the Company during March 1994 and May 1996, the following irregularities in 

execution of various works such as construction of school buildings, hostels, etc., 

were noticed: 

Accepcam.:e ot exhorbicam rates over markel rates 

Improper and fal se recording of measurement<; in measuremem book.-;, 
payment<; for work not done. adoption of incorrect fonuula for 
measurements, manipulation of steel requirement<;, etc. 

Non-recovery of dues from contractors towards non-return of materials 

Deviation from approved design 

Wasteful expenditure on conveyance of excavated earth 

Shorcage on physical verification 

Total 

(Amount - Rupees in lakh) 

Amount of loss 

11.15 

3.82 

4.60 

0.15 

0 .17 

0.44 

20.33 

The Company had not taken any action to make good the loss 

(October 1997). 

(iii) On completion of each work undertaken, the Company has to prepare 

completion report in order to assess and analyse the excess/savings in expenditure 

on each such work. Non-preparation of completion reports in time would result in 

ineffective control on scheme funds received from the Government. 

On an audit comment regarding the long pendency in the preparation 

of completion reports for works completed, COPU recommended (April 1993) that 

expeditious steps should be taken to finaJise the completion reports. It was, 

however. observed that the completion reports for as many as 125 works executed 

prior to 1988-89 were sti ll pending finalisation (October 1997). In respect of works 

sanctioned/completed after 1988-89, the Company had no details/ records regarding 

receipt/non-receipt of completion reports. It is pertinent to point out in this context 

that savings of Rs.103. 99 lakh and Rs.14. 94 lakh made in respect of works 

completed during 1994-95 and 1995-96 were not surrendered to the Government, 

due to non- finalisation of completion reports in all these cases. 
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2A.7.7 Idle investment on an auditorium 

The State Government sanctioned (March 1991) a sum of Rs. 15 lak.h 

to the Company for construction of a centenary auditorium at Chidambaram in 

honour of the services rendered by Swami Sahajananda for the welfare of the Adi 

Dravidar community. The auditorium was proposed to be used for conducting 

seminars, conferences, marriages, cultural programmes, Government functions . 

Although the building was completed in March 1993 at the cost of Rs. 13. 67 lak.h, 

the same could not be put to any beneficial use due to non-provision of certain 

amenities like compound wall , special type ·of flooring and furniture. The cost of 

carrying out these amenities. which was originally estimated (May 1993) at Rs.4.80 

lak.h rose further to Rs.5.83 lakh in May 1995 due to escalation in cost of materials . 

The revised estimate had not, however, been sanctioned by the Government 

(Octo.ber 1997). 

As a result, the auditorium was lying idle (October 1997) , thereby 

rendering the investment of Rs.13 .67 lakh incurred on this account unfruitful for 

over four years. According to the report furnished (May 1995) by the Company to 

Adi Dravidar and Tribal Welfare Department, the building was getting damaged due 

to non-occupation and there was misuse by anti-social elements. Despite these , the 

Company/Government had not taken any action to bring the auditorium to beneficial 

use . 

2A.8 Lack of control on undisbursed margin money /subsidy 

In the implementation of various schemes. while the loan assistance is 

made available through institutional credit, the subsidy/margin money is released by 

the Company to the participating banks giving particulars of beneficiaries and the . 
quantum of subsidy/margin money granted to them. The banks in turn release the 

loan along with margin money loan/subsidy to the beneficiaries. 

However, the Company did not introduce any system of follow-up of 

the actual loan disbursement/availment of loan by the beneficiaries so as to exercise 

an effective control over timely refund of undisbursed margin money/subsidy by the 

banks. It was noticed that in Nagapatnam division, the bank was yet (October 

1997) to refund the undisbursed margin money/subsidy for the period from 1993-94 

onwards. In 17 divisions , margin money of Rs .26.47 lakh in respect of 
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beneficiaries. who did not avail of bank loan, was returned after a delay of more 

than one year; of which, Rs.2.60 lakh were returned after four years. The 

Company had not, however, claimed any interest from banks for belated refund of 

this undisbursed margin money. Computed with reference to the minimum interest 

rate of 12 per cent, the revenue, thus, foregone by the Company worked out to 

Rs. 7. 91 lakh. 

2A.9 Internal audit 

ince 1988-89. the Statutory Auditors in their reports on the accounts 

of the Company repeatedly commented about the absence of any formal internal 

audit system commensurate with the size and nature of business of the Company. 

Despite thi s. the Company did not establish any full fledged internal audit wing. 

Internal audit is. however. conducted by the Company's own skeleton staff engaged 

for the purpose. Their scope of work had. however. not been defined . lnspite of 

its e , 1Slence foT over 23 years. the Company had not compiled any Internal Audit 

Manual so far (October 1997) . 

2A.10 Other points of interest 

2A.10.1 Unproductive expenditure due to non-completion and non­
functioning of tubewells 

In May 1982. the State 

Government entrusted to the Tamil Nadu State 

Tubewells Corporation Limited (TNSTWC) the 

task of sinking of 192 tube wells in five districts 

at the total cost of Rs.268.21 lakh to provide 

Expenditure of Rs. l.9 l crore 
incurred on incomplete/non­
f unctioning tubewells proved 
unproductive. 

irrigation facilities to 3785.16 acres of lands belonging to Scheduled Castes. The 

cost of sinking of these wells was proposed to be met by way of subsidy (50 per 

cent) under SCA and margin money loan (25 per cellt) to be released by the 

Company (TAHDCO) and the balance (25 per cent) through bank loan. Consequent 

on the closure of TNSTWC for want of work, the Company at the instance of the 

State Government took over (June 1989) all these wells (including 104 incomplete 

wells) . 
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Meanwhi!e. the Company released (1982 - 1987) Rs.230. 10 lakh to 

TNSTWC as subsidy (Rs.172.92 lakh) and margin money loan (Rs.57.18 lakh) 

being the expenditure incurred on all these wells. 

As per the directives (June 1989) of the State Government, the 

Company was required to take necessary action for completion of 104 incomplete 

wells. However, on inspection (August 1992), the Company found that 55 out of 

88 completed wells were also not functioning due to non-completion of repairs 

works. The Company's proposals (November 1989 and February 1994) for 

sanction of financial assistance of Rs. 77 lakh for carrying out residual works of 104 

incomplete wells and repairs to 55 non-functioning wells were still (October 1997) 

pending with the State Government. 

Thus. the expenditure of Rs. 190.55 lakh incurred on these 159 

incomplete/non-functioning wells proved unproductive. Besides, the basic objective 

of providing irrigation facilities to the lands belonging to Scheduled Castes could 

not be achieved . 

2A.11 Conclusion 

The various economic development schemes undertaken by the 

Company for poverty alleviation and raising of standard of living of poor Adi 

Dravidars/Scheduled Castes did not yield the desired results due to improper 

selection/non-implementation of various schemes and on account of absence of 

proper monitoring/evaluation to take appropriate corrective action. Drawal of funds 

from the State/Central Government without formulation of necessary schemes left 

the Company with huge unutilised scheme funds. The Company was able to thrive 

mainly on account of non-operational income by way of interest on investment of 

unutilised funds and over charging towards administrative expenses under Special 

Central Assistance schemes. Effective evaluation/monitoring and proper selection 

of schemes are called for to secure better results in achievement of the basic 

objective of upliftment of poorer sections of Adi Dravidars/Scheduled Castes in the 

State. 

The above observations were reported to the Company and the 

Government in March 1997; their replies had not been received (October 1997). 



SECTION 28 

TAMIL NADU MINERALS LIMITED 

HIGHLIGHTS 

Tamil Nadu Minerals Limited was incorporated in April 
1978 to plan/organise exploitation of mineral resources in the State and 
to pave the way for industrial development by scientific utilisation of 
mineral wealth available in· the State. 

{Paragraph 2B.1} 

Due to injudicious investment of its huge surplus fends and 
on account of keeping of foreign currency holdings in excess of its 
normal/actual requirements in the foreign currency current 
accounts/term deposits carrying lesser rates of interest, the Company 
had foregone additional interest income amounting to Rs. 4. 23 crore. 

{Paragraph 2B.6.2} 

Non-operation of leasehold lands to the extent of 854. 45 
hectares over six years and delay in surrendering barrenlunviable lands 
even after such identification resulted in avoidable payment of dead rent 
amounting to Rs.2.87 crore during the period from April 1991 to March 
1997. 

{Paragraphs 2B.8.1.1and2B.8.l .2} 

Non-regulation of production of raw granite blocks to 
actual demand and continuance of mining operations in quarries having 
no demand potential during the three years up to 1995-96 resulted in 
accumulation of 3482 M 3 of raw granite blocks valued at Rs.3.24 crore. 

{Paragraph 2B.8.J.3 (ii)} 

Expansion of capacity of the granite cutting and polishing 
unit by addition of one gang saw and three block · saws despite 
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underutilisation of existing capacity led to avoidable investment of 
Rs.2.51 crore. 

{Paragraph 2B. 8. 2. I (iu1 _ 

Import of machinery for the granite tile plant without 
ensuring its suitability for the intended purpose and Company's failure to 
properly ensure the export market potential beforehand resulted in 
continued uneconomic operations of the plant installed at the total cost 
of Rs.5 .90 crore. 

{Paragraph 28.8.2.2 (ii)} 

Acceptance of a higher tender offer for graphite 
beneficiation plant disregarding the technically acceptable lower offer 
without justifiable reasons resulted in extra expenditure of Rs. 6.53 
crore. 

{Paragraph 2B.8.2.3 (b)} 

Non-achievement of guaranteed performance in graphite 
beneficiation plant led to loss of revenue of Rs.3.98 crore due to poor 
quality output and low recovery efficiency. 

{Paragraph 2B.8.2.3 (c)} 

2B.1 Introduction 

The State Government decided (December 1977) to exclusively 

reserve the exploitation of mineraJ resources in Government lands by a suitable 

Government agency with a view to overcome the unsystematic mining of these lands 

by private leaseholders . Accordingly, Tamil Nadu Minerals Limited (TAMIN) was 

incorporated in April 1978 mainly with a view to plan/organise exploitation of 

mineral resou rces in the State and to pave the way for industrial development by 

scientific utili sation of mineral wealth available in the State. 
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2B.2 Objectives 

The main objectives of the Company as envisaged m the 

Memorandum of Association are: 

to search for, prospect, raise and deal in aJl mi11erals and sell aJI 

produce obtained therefrom; 

to acquire by lease, transfer or otherwise of any mineral field and 

mine contracts/~orks from any person or corporation , etc., 

to engage in such activities which would help promotion of all types 

of mineral based industries in the State and bring into effective 

exploitation of the mineral deposits in the State. 

The corporate plan for the period from 1990-91 to 1994-95, though 

sent to the State Government in March 1990, had not been approved. The corporate 

plan for the subsequent period from 1995-96 to 1999-2000 had not been finalised 

(October 1997) by the Company. Absence of corporate plan deprived the Company 

the advantage of planned exploitation of mineral bearing leasehold lands held by it 

as discussed in Paragraph 2B.8. l. l. 

2B.3 Current activities 

Consequent upon the surrender of limeshell bearing leasehold lands 

of 1575 hectares to the State Government during 1994-95 due to unviable 

operations, the current activities of the Company were confined to 

exploitation/mining of minerals like black/coloured granite, quartz, feldspar, 

vermiculite, si lica sand and graphite . The Company has also engaged itself in 

production and sale/export of granite slabs/monuments, granite tiles, exfoliated 

vermiculite, graphite concentrate and Indian standard sand. 

2B.4 Organisational set up 

The Articles of Association envisaged management of the Company 

by a Board consisting of minimum two and maximum nine Directors. Against this, 

2/9-14a 
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the Board as at the end of March 1997 had eight Directors including a full time 

Chai rman and Managing Director, one nominee each from MineraJs and Metal 

Trading Corporation of India Limited (MMTC), State Trading Corporation ot 1i1 

Limited (STC) and Mineral Exploration Corporation Limited (MEC). Tiu .. 

Chairman and Managing Director looks after the day-to-day management of the 

Company with the assistance of a General Manager (Finance) who has also been 

functioning as General Manager (Technical) since January 1992 due to non-filling 

up of the vacant post of the General Manager (Technical). 

2B.5 Scope of Audit 

The performance of the Company was last reviewed and included in 

the Report of the Comptroller and Auditor General of India for the year ended 31 

March 1989 - No.3 (Commercial) . The Report was considered by the Committee 

on Public Undertakings (COPU) in May 1994 and Action Taken Report thereon is 

available in COPU's 28911
' Report (March 1996). The activities of the Company 

during the last five years from 1992-93 to 1996-97 were reviewed in audit between 

September 1996 and March 1997. The results of Audit are discussed in the 

succeeding paragraphs. 

2B.6 Funding 

2B.6.1 As against the authorised capital of Rs.1000 lakh, the paid-up capital 

of the Company as on 31 March 1997 was Rs. 786. 90 lakh, wholly held by the State 

Government. The working capital requirements and cost of new/expansion schemes 

were met mainly through internal generation of funds. 

2B.6.2 Financial management 

The Company had not evolved any system of periodical preparation 

of cash flow statements as required in terms of State Bureau of Public Enterprises 

(SBPE) guidelines issued in June 1976. Due to injudicious investment of its huge 

surplus funds, the Company had foregone additional interest income amounting to 

Rs.422. 79 lakh as discussed below: 
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(i) The State Government di rected 

(January 1989 and September 1993) the 

Public Sector Undertakings (PSUs) to invest 

their su rplus funds in Housing Development 

Finance Corporation Limited (HDFC) and 

Tamil Nadu Transport Development Finance 

R EVIEW ON TAMIN 

Due to the investment in term 
derosit with banks, contrary to 
the directions of the State 
Government, the Company 
had foregone in terest income 
of Rs. l.43 crore. 

Corporation Limited (TDFC) in view of higher rates of interest on deposits offered 

by them. Contrary to these directives, the Company kept its surplus funds ranging 

from Rs.20 la:..:h to Rs.2136.50 lakh in term deposits with banks for a period 

exceeding one year at the lesser rates of interest (i.e., 7 to 12 per cent) as against 

the interest ratt!s of 13 to 16.06 per cent offered by HDFC, TDFC, etc., thereby 

fo regoing an additional interest income of Rs.143.12 lakh during the period from 

1991 -92 to 1996-97 . 

Keeping the funds in the non­
interest bearing PD account 
resulted in loss of interest 

(ii) The Company kept the 

additional share capital amount of Rs.50 lakh 

received (March 1987 and March 1988) from 
income of Rs.0.87 crore. 

tht! State Government towards implementation 

of Sivaganga Graphite Beneficiation Project (as discussed in Paragraph 28.8.2 .3) in 

non-interest bearing Personal Deposit account (PD account) with the Reserve Bank 

of India. Although the Company allotted necessary shares for this amount to the 

State Government, the Company withdrew the amount from the PD account nearly 

after a decade in January 1997. Meanwhile, the Company made use of its own 

funds on this project since 1988-89 onwards. Thus, by keeping the amount in the 

non-interest bearing PD account instead of investing in HDFC/TDFC as mentioned 

above or depositing in the term deposits in banks, the Company had foregone the 

i~terest income (at the minimum bank interest fate of 12 per cent per annum) of 

Rs.86. 70 lakh fo r the period from April 1987 to December 1996. 

(iii) The Company had been 

keeping a portion of its fo reign exchange The Company had foregone 
additional interest income of 

earnings on export of its products in fore ign Rs.1.93 crore due to keeping of 

currency in current accounts/term deposits foreign currency in excess of its 

with the banks . The actual expenditure requirement. 
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incurred by the Company in foreign currency on the import of capital goods/stores, 

etc., during the three years up to 1995-96 amounted to Rs.24.66 lakh, Rs.44.11 

lakh and Rs. 97. 92 lakh, respectively. Even after meeting the above commitments, 

the amount held in foreign currency accounts as at the end of each of the above 

three years was Rs.908.20 lakh, Rs.1247.13 lakh and Rs.705 .92 lakh, respectively. 

Thus, the Company had been keeping funds in foreign currency far in excess of its 

actual requirements. The term deposits kept by the Company in foreign currency 

for the periods ranging from one to 3 1/2 years carried lower rates of interest 

ranging from 2. 93 to 6. 82 per cent as against the interest rates of 8 to 16 per cent 

offered for such deposits· in Indian currency by banks/financial institutions. Had the 

Company converted its excess foreign currency holdings over and above its 

actual /normal requirements into Indian currency and invested them in term deposits 

with the approved financial institutions, it could have earned an additional revenue 

by way of interest amounting to Rs.192. 97 lakh (even after taking into account the 

gain accrued due to exchange rate fluctuations) during the period from March 1993 

to September 1996. 

2B.6.3 Investment in shares 

In terms of Government directives (May 1988), any investment or 

disinvestment proposal exceeding Rs.50 lakh by the State Public Sector 

Undertakings was required to be cleared by the Project Investment Committee of the 

State Government. In contravention of these directives, the Company wi thout the 

approval of the Government, based on a request received from Tamil Nadu 

Newsprint and Papers Limited (TNPL) to support its public issue, invested 

(December 1995) in seven lakh equity shares of Rs.10 each at a premium of Rs.100 

per share. 

While the Company chose to dispose of (February 1996) two lakh 

partly paid-up shares (sale value: Rs.85 .50 lakh) at a profit of Rs.25.50 lakh 

without any Government approval, it sought (April 1996) the guidelines of the 

Government for disposal of the remaining five lakh shares. Despite receipt (June 

1996) of better offer of Rs.140 per share for purchase of these shares, the Company 

did not approach the Government with any specific proposal. This had deprived the 

Company an opportunity of realising a better price for these shares. It was also 
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observed that the market price of TNPL shares had been steadily declining and was 

quoted at Rs.5 1 per share (17 April 1997). 

The Government accepted the facts and stated (November 1996) that 

all aspects of the issue were under investigation by the Director of Vigilance and 

Anti Corruption. 

28.7 Financial position and Working results 

28.7.1 Financial position 

The financial position of the Company for the last five years up to 

1996-97 is tabulated below: 

(Amount - Rupees in lakh) 

1992-93 1993-94 1994-95 1995-96 1996-97 

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

I. Liabilities 

(a) Paid-up-capital 262.30 786.90 786.90 786.90 786.90 

(b) Reserves and surplus 4874.54 6024.86 7364.50 7535.53 7487.00 

(c) Borrowings 112.45 73. 13 39.82 6.50 

(d) Trade dues and other liabilities 
(including provisions) 

1114.62 1701.27 1996.:W 1664.23 1698.26 

Total (I) 6363.91 8586.16 10187.42 9993.16 m2.I6 

II. Assets 

(a) Gross fixed assets 1861.22 2481.J.2 5103.26 5390.33 5673.28 

(b) LESS: Depreciation 1340.22 1625.45 1763.04 2280.70 28 16.53 

(c) Net fixed assetS 521.00 855.67 3340.22 3109.63 2856.75 

(d) Capital works in progress 709.23 1945.97 62.89 127.92 163.88 

(e) Other assets/investments 395.24 536.19 650.26 792.01 1653.65 

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

(f) Current assets, loans and 4738.44 5248.33 6134.05 5963.60 5297.88 
advances 

(g) Intangible assets 

Total (II) 6363.91 8586.16 10187.42 9993.16 9972.16 

Capital employed • 4854.05 6348.70 7540.96 7536.92 6620.25 

Net worth 
t 

5136.84 6811.76 8151.40 8322.43 8273.90 

2B.7.2 Working results 

The working results of the Company for the five years up to 1996-97 

are given below: 

(1) 

I. 

(a) 

(b) 

(c) 

II. 

(a) 

(b) 

(c) 

(d) 

* 

t 

(Amount - Rupees in lakh) 

1992-93 1993-94 1994-95 1995-96 1996-97 

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

income 

Sales 36 19.6 1 4116.91 4177.96 3654.84 3375.02 

Other income 363.90 419.52 384.87 526.97 390.08 

Accretion(+ )/Decretion(-) (-)74.38 (-)28.58 ( + )276.47 ( +)47.37 (-)72.99 
to stock 

Total (I) 3909.13 4507.85 4839.30 4229.18 3692.11 

Expenditure 

Raw materials consumed 35.68 93.34 145.02 200. 15 245.40 

Employees' cost 501.23 601.78 810 .17 944.67 1044.47 

Operational and other 11 82.87 1305.98 1897.86 2119.01 1724.21 
expenses 

Interest 37.38 24.92 18.34 18.41 19.34 

Capita l employed represents net fixed assets including capital work-in-progress PLUS 
working capital. 

Net wortJ1 represents paid:up-capital PLUS reserves LESS intangible assets. 
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(1) (2) (3) (4) (5) (6) (7) 

( e) Depreciation 197.53 331.25 438.94 680. 11 557.37 

Total (II) 1954.69 2357.27 3310.33 3962.35 3590.79 

Profit for the year 1954.44 2150.58 1528.97 266.83 101.32 

Add ( +) I Deduct (-) prior 
period adjustment<; and (-)3.56 (-)1.98 255.34 174.21 2.59 

depreciation written back 

Profit before tax 1950.88 2148.60 1784.3 1 441.04 103.91 

Lt:ss: Provision for 166.52 198.26 169.25 112.63 22.60 
income tax 

Profit after tax 1784.36 1950.34 1615.06 328.41 81.31 

The sleep decline in profit si nce 1993-94 was attributed (September 

1995 and September 1996) by the Management to: 

fal l in demand for black granite in Japan and stiff competition from 
countries like China, South Africa, etc., leading to decline in sales 
from 3625 M 3 during 1993-94 to 1668 M3 in 1995-96. 

increase in rejection of colour grani te (i .e., from 20.5 per cent in 
1993-94 to 30. 6 per cent in 1995-96) by the buyers who became 
more choosy because of increased avai labili ty of blocks consequent to 
the lfirge number of leases granted by the State Government to 
private parties during 1995-96. 

low production in the graphite beneficiation plant, coupled with the 
impact of full depreciation provided on the plant. 

steady increase in employees' cost, etc. 

Analysis in audit, however, indicated that the fol lowing controllable 

factors also contributed to the decline in profitability of the Company: 

2/9-15 

ineffective exploitation of mineraJ deposits in leasehold lands. 

non-identification/surrender of barren and unviable leasehold lands. 

non-regulation of production to actual demand. 

absence of effective marketing strategy . 

These points are discussed in the succeeding paragraphs. 
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2B.8 Performance analysis 

2B.8.1 Mining activities 

2B.8.l.1 The Company had been exploiting black and colour granite reserves 

in the leasehold lands obtained from the Government. Till December 1988, the 

Company had lo pay only royalty on the quantum of minerals extracted from these 

lands. However, since December 1988 the State Government introduced a system 

of levy of dead rent for non-operated leasehold areas. In respect of operated areas, 

tht Company was required to pay either the royalty on the quantum of granite 

extracted or dead rent on the areas held whichever was higher. 

Considering the ineffective exploitation of mineral deposits in the 

leasehold lands, the COPU recommended (May 1994) that the Company should find 

ways ·by which it could increase the utilisation of leasehold area. The Government 

in reply informed (December 1994) the COPU that it would exploit all the leasehold 

areas within two to three years. 

It was, however. observed that as discussed in Paragraph 28.2 infra 

absence of corporate plan deprived the Company the planned exploitation of mineral 

bearing leasehold lands held by it. As a result, the extent of utilisation of leasehold 

areas had shown a steadi ly declining trend leading to increased payment of dead rent 

year after year as detailed below: 

(Amount - Rupees in lakh) 

Black granite Colour granite 

Year Available Operated E\tent or Dud rent Avllilahlt Ope rat rd E\tent or Dead rent 

area Rrea e\ploitR- pairt area arett exploits- paid 

ti on ti on 

(1) (2) (3) (4) (5) {<>) (7) (8) (9) 

(I lectare~) (Per cent) (I lectares) (Per cent) 

1992-93 1193.15 210.04 17.6 62.73 540.84 411.84 76. 1 19.69 

1993-94 1208.33 227.89 18.8 66.99 704.72 399.93 56.8 23.18 
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c 

(1) (2) (3) (4) (5) (6) (7) (8) (9) 

(lltttares) (Per cent) (Hectares) (Per cent) 

1994-95 1210.21 172.08 14.2 67.72 756.47 519.50 68.7 32.20 

1995-96 1256.35 159.55 12.7 67.44 1077.75 492.50 45 .7 31.66 

1996-97 916.29 126.59 13.8 53.28 946.62 183.84 19.4 37.69 

Total 318.16 144.42 

UTU.,ISA TION OF LEASEHOLD AREAS 

BLACK GRANITE 
1500 1500 r COLOUR GRANITE 

1250 
1250 

1000 1000 

"' cu ... 
"' .... 
u 
cu 
~ 750 
.5 

"' cu ... 
~ 

"' ~ 
"' ti 
cu 
~ 750 
.5 
"' Cll 

~ 
500 500 

250 250 

0 0 
(') "'" I/) ~ 

,... (') 'Ci 1£ ; ,.... 
<» <» <» <» <» <» 

~ cJ> ~ ~ ~ 
I cJ> ~ ~ N 

8l 8l 8l - - - -
Year Year 

• oPERAl'Eb • NON-OPERATED 

2/9-15a 



76 

Analysis in audit indicated that 

leasehold lands to the extent of 854.45 

hectares (excluding the areas already 

surrendered as discussed in the following 

REVIEW ON TAMIN 

Non-operation of leasehold 
lands resulted in avoidable 
payment of dead rent 
amounting to Rs.2.45 crore. 

paragraph) were not in operation for over six years due to lack of demand and 

holding of barren/unviable lands. This resulted in avoidable payment of dead rent 

aniounting to Rs.244.67 lakh during the period from April 1991 to March 1997. 

2B.8.l.2 Surrender of barren m1viable leasehold lands 

In the absence of any geological 

data regarding mineral bearing reserves in the 

leasehold areas to arrive at the exact area required 

for operation. the Company entrusted (December 

1989) the task of survey/reassessment of the 

The Company had to pay 
dead rent of Rs.0.42 crore 
due to delay in surrender of 
barren lands. 

black/coloured granite deposits in these areas to the Director of Geology and 

Mining (DGM). The w~rk was taken up by the DGM in April 1990. The 

Company had not, however. fixed any time frame for completion of the task. As at 

the end of March 1997. survey of black granite leasehold lands in two out of seven 

districts and survey of entire coloured granite leasehold areas were yet to be taken 

up. 

Test checks in audit indicated delays in surrendering the barren lands 

after identification by the DGM, resulting in avoidable payment of dead rent 

amounting to Rs.42.35 lakh as discussed below : 

( i) In Dharmapuri district, the DGM identified 55 . 79 hectares of barren 

lands in June 1991 . However, these lands along with additional unviable area of 

34.64 hectares identified (February 1993) by the Company were surrendered to the 

Government only between May and August 1996. Delay in surrendering these 

barren/unviable leasehold lands for reasons not on record resulted in avoidable 
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payment of dead rent amounting to Rs.22.85 lakh for the period from June 1991 to 

August 1996. 

(ii) Non-surrender of 5.01 hectares of barren leasehold lands identi fied 

between October 1990 and February 1991 by the DGM in Salem district and delays 

ranging from 16 to 44 months in surrendering 259.07 hectares of barren lands 

identified (September 1990 to July 1995) in North Arcot and Thiruvannamalai 

districts resulted in avoidable payment of dead rent aggregating to Rs. 19.50 lakh 

from October 1990 to February 1997. 

2B.8.1.3 Exploitation of raw granite blocks 

The table below indicates the target vis-a-vis actual production of raw 

granite blocks for the live years up to 1996-97: 

Black granite Colour granite 

Year Target Actual Percentage Target Actual Percentage 
of actual to of actual to 
target target 

(Cubic metre) (Cubic metre) 

1992-93 6000 3679 61.3 7600 7504 98.7 

1993-94 4900 4161 84.9 10000 8206 82. l 

1994-95 5000 4318 86.4 10400 11 798 113.4 

1995-96 4250 2054 48.3 11 300 11534 102. l 

1996-97 3350 2372 70.8 10900 7684 70.5 
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T~GET VIS-A-VIS ACTUAL 
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There was declining trend of target fixed for the production of black 

granite in all the years except 1994-95 for which reasons were not on record. 

However, the decline in production of black granite during 1995-96 was attributed 

(September 1996) by the Management to poor demand from the major importing 

country viz., Japan and also due to stiff competition from countries like China and 

South Africa. The decline in production of colour granite during 1996-97 was 

mainly due to keen competition in the field consequent upon grant of large number 

of mining leases to private parties as discussed in Paragraph 28.7 .2. The Company 

had not , however, evolved any comprehensive effective marketing strategy to 

overcome these constraints. 
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(i) The Company had no system 

to regulate the operation of quarries with 

referen1.:e to market trends. profit margin, 

etc. Consequently. operation of eight 
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Operation of eight quarries was 
unviable (loss: Rs. 1-.40 crore) 
due to acceptance of sale price 
below cost. 

quarries was unviable due to acceptance of sale price below cost. thereby resulting 

in operational loss of Rs. 140.14 lakh during 1994-95 and 1995-96. 

(ii) Non-regulation of production to Non-regulation of production 
to actual demand resulted in 
accumulation of raw granite 
blocks valued at Rs.3.24 crore. 

actual demand and continuance of mining 

operations in certain quarries (two in 1994-95 

and seven in 1995-96) having no demand 

potential resulted in accumulation of 3482 M3 of black/colour granite blocks (value: 

Rs .323.87 lakh) produced during the period from 1993-94 to 1995-96. The loss 

of interest on the amount locked up on the accumulated stock to the end of March 

1997 worked out to Rs.86.22 lakh. It is relevant to mention in this context that the 

granite blocks can not be stocked as they develop. cracks and thereby lose their 

export worthiness. 

(iii) As at the end of 

March 1996, the Company had 

stock of 12648 M3 of rejected 

black (2886 M3
) and coloured 

(9762 M3
) granite blocks (value 

Failure of the Company in redressing the 
rejected blocks and offer the same for 
inspection by the buyer· resulted in losing 
an opportunity of selling 65.298 M3 granite 
blocks valued at Rs.0.17 crore. 

not assessed and accounted for) . The Company had not taken any effective action 

for di sposal of these rejected blocks. In this context. it is relevant to mention that 

the Company 's failure to redre_ss (i.e., rectification work) and offer the rejected 

blocks for inspection as desired by the buyers resulted in the Company losing an 

opportunity of selling 65.298 M3 of granite blocks (value: 55067 US dollars 

equivalent to Rs. 16. 52 lakh approximately) during the period from July 1995 to 

June 1996 in seven cases test checked in audit. 
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2B.8.1.4 Verm~culite mine and Vermiculite exfoliation plant 

· The Company took over (1980) from the Geology branch of the State 

Industries department the vermiculite* mine (23.72 hectares) at Sevathur in North 

Arcot district and vermiculite exfoliation * plant at Ambattur. The table below 

indicates the operational performance of the mine and tI:ie plant for the five years up 

to 1996-97: 

(]) (2) 

I. Mine 

(a) Overburden removed 

(tonnes) 

(b) Production (tonnes) . 

(c) 

(d) 

(e) 

(t) 

(g) 

(h) 

Recovery {Percentage (b) 

% (a)} 

Cost of production per 

tonne (Rupees) 

Quantity sold (tonnes) 

Average sales realisation 

per tonne (Rupees) 

Loss per tonne (Rupees) 

Total loss on production 

(Rupees in lakh) 

Il. Plant 

(a) 

(b) 

Produ_ction (tonnes) 

Cosi: of production per 

tonne (Rupees) 

1992-93 1993-94 

(3) 

N.A.t 

877 

1764 

475 

629 

1135 

9.95 

91 

7466 

(4) 

4462 

762 

17 .1 

2447 

592 

635 

1812 

13.80 

111 

8697 

1994-95 

(5) 

4454 

481 

10.8 

4307 

676 

629 

3678 

17.69 

256 

8568 

1995-96 

4765 

450 

9.4 

5008 

593 

695 

4313 

19.41 

400 

. 8292 

1996-97 

(7) 

N~A. 

1126 

2183 

862 

835 

1348 

15.18 

408 

5219 

* Vermiculite is a versatile thermal and insulation material. J;:xfoliated vermiculite is used in 
light weight concrete aggregate and for decorative wall paper and partition boards. 

t Not Available 
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(1) (2) (3) (4) (5) (6) (7) 

(c) Sales (tonnes) 90 113 243 406 348 

(d) A vcragc sales realisation 2561 2593 2597 2850 3441 
per t0nne (Rupees) 

(e) Loss per tonne (Rupees) 4905 6104 5971 5442 1778 

( t) Total loss on production 4.46 6.79 15.29 21.77 7.25 
(Rupees in lakh) 

The poor recovery percentage of the mineral was attributed to 

occurrence of the mineral in small scattered pockets. It was also observed that due 

to unplanned exploitation, raw vermiculite had accumulated to the extent of 2714 

tonnes (value: Rs.20. 16 lakh) to the end of March 1997. Computed with reference 

to the present level of consumption pattern of the plant, this accumulated stock 

would meet the requirement of the plant for the next 24 months. 

Despite continuous loss due to poor recovery, hjgh cost of 

production, lack of adequate demand , etc., the Company did not conduct any 

viability/ feasibility study to decide about the future course of action for the mine 

and ·rhe plant. 

2B.8.2 Manufacturing activities 

The Company has three major production units, viz. , Granite Cutting 

and Polishing Unit at Manali , Granite Tile Plant at Madhepalli and Graphjte 

Beneficiation Plant at Sivaganga. The performance of these units is discussed in the 

succeeding paragraphs. 

2B.8.2.1 Granite cutting and polishing unit 

(i) The 100 per cent export oriented granite cutting and polisrung unit set 

up (March 1986) at a cost of Rs .638.66 lakh at Manali near Chennai is engaged in 

the production of granite cu t slabs, polished slabs and monuments. The table below 

indicates the performance data of the unit for the last five years up to 1996-97. 

2/9-16 

I 
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Cut and polished slabs 

Production Sales 

lnstallw T&rget Actual Percentage Percentage Tuget Actual Percentage 

Year 
capacity of actual to of actual to of actual to 

installed target t&rget 

capacity 

(M1) (M1) 

1992-93 50400 24000 1804 3.6 7.5 

19.3 

39.9 

51.4 

58.2 

10600 1963 18.5 

1993-94 50400 12600 2427 4.8 7800 1939 24.9 

1994-95 50400 9600 3834 7.6 3500 2551 72.9 

1995-96 24060 7300 3749 15.6 12500 2698 21.6 

1996-97 24060 12300 7157 29.7 12300 4913 39.9 

1. 

2. 

3. 

The basis of fixation of target was not on record. The target for 
production was fixed without any relevance to sales target. . 
The installed capacity was revised and restricted to actual area of 
finished goods during 1995-96 

Improved production and sales performance in respect of monuments 
was due to execution of orders for supply of 1400 M2 of monumental 
blocks from the Tamil Nadu Industrial Investment Corporation 
Limited (TIIC) during 1995-96. 
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Monuments 

Production Sales 

Installed Target Actual Percentage Percentage Target Actual Percentage 

capacity or actual to of actual to. or actual to 

installed tariet tariet 
ca city 

(M2} (M2) 

31290 7000 416 1.3 5.9 2830 547 19.3 

31290 2000 292 0.9 14.6 500 287 57.4 

31290 2000 437 1.4 21.9 300 486 162.0 

10650 500 2376 22.3 475.2 1260 2363 187.5 

10650 3100 44 0.4 1.4 3100 31 1.0 

.. 
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The poor production and sales performance of the unit was attributed 

(September 1995 and September 1996) to dearth of orders. The Company had not, 

however, evolved any comprehensive marketing strategy to boost the sales . 

(ii) Debonding • of the unit 

As per the terms and conditions governing the 100 per cent export 

oriented unit" . the Company was entitled to sell 25 per cent of the finished goods 

and rejects up to 5 per cent in the domestic market. 

The Company obtained (July 1992 

and August 1995) permission from the 

Government of India for sale of finished goods 

for the value of Rs. 83 .71 lakh being its domestic 

market entitlement for the periods 1991 -92 and 

Despite failure to strengthen 
its domestic marketing, the 
Company debonded the 
unit by paying Rs. l .03 crore 
to the Government. 

1993-94 to execute the orders received from the Public Works Department and 

TIIC. Against these sanctions. Company's actual sale was only Rs.3 1.09 lakh (37. 1 

per cent). Even in regard to its entitlement for sale of rejects in the domestic 

market against the sanction (February 1995) for Rs.43.62 lakh (i.e., entitlement up 

to 1992-93), the Company could sell to the extent of Rs .3.06 lakh only (7 per cent). 

thereby indicating lack of adequate efforts to develop the domestic market. 

The Company, however, debonded (March 1997) the unit by paying 

Rs.103 .18 lakn to the Government of India by way of customs/central excise duties 

payable for such debonding. 

In the light of Company' s failure to strengthen its domestic 

marketing, the debonding of the unit at this juncture by paying Rs.103. 18 lakh as 

duties was injudicious. 

* Debondjng means removal of obligation imposed on the export oriented unit for sale of its 
product in the export market. 
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(iii) A voidable investment on expansion of capacity 

The unit has three gang saws* (annual capacity: 50400 M2) and one 

block saw• (annual capacity: 8640 M2
). The capacity utilisation of the gang saws 

during the period from 1986-87 to 1990-91 ranged between 5. 5 and 18. 2 per cellt 

only and that of the block saws was between 1.67 and 13.75 per cent. 

Though there was gross 

underutilisation of this existing machinery , 

the Company expanded (November 1991 and 

September 1996) the capacity by installation 

Expansion of capacity despite 
underutilisation of existing 
capacity led to investment of 
Rs.2.51 crore remaining 

nfruitful. 

of three additional block saws (annual capacity: 22650 M2
) and one gang saw 

(annual capacity : 9420 M2
) at a total cost of Rs .250. 95 lakh. Audit analysis of the 

performance of the unit after expansion indicated that the production achieved by 

the gang saws and block saws during 1996-97 was 7157 M1 and 44 M1 respectively , 

thereby indicating gross underutilisation of the original installed capacity itself. 

Therefore. investment of Rs. 250. 95 lakh made on the installation of additional 

gang/block saws despite underutilisation of the existing capacity lacked justification. 

2B.8.2.2 Granite tile plant 

(i) With a view to export value added products and also to make use of 

the rejected granite blocks available at various quarries, the Company set up 

(February 1994) a granite tile plant at a cost of Rs.590.14 lakh at Madhepalli with 

imported machinery (cost: Rs.341.54 lakh) . 

* Gang saws are used for cutting raw granite blocks into slabs of required size and block 
saws are used for cutti ng raw granite blocks into monuments. 
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(ii) Production performance 

Due to limited sawing capacity of the imported circular saws (used 

for cutting the slabs into strips of required thickness) erected, the installed capacity 

of the plant was reduceci (July 1996) to 21300 M2 per annum. The Company could 

not achieve even this reduced level of production due to dearth of orders as detailed 

below: 

1994-95 1995-96 1996-97 

(Square metres) 

(i) lnstalled capacity 72000 21300 21300 

(ii) Target 30000 30000 12000 

(iii) Actual production 2391 5945 11485 

(iv) Rejection 137 1934 2247 

(v) Percentage of actuals to 
installed capacity (i ii) to (i) 3.3 27.9 53.9 

(vi) Percentage of rejection to 
actual production (iv) to (iii) 5.7 32.5 19.6 

The feasibility report assumed that the entire production of the unit 

(72000 M2
) could be sold without any problem. It was, however, noticed that the 

Company was not able to market even the limited quantum of production as it could 

sell only 14165 M2 (71. 5 per cent) out of the total production of 19821 M2 during 

the three years up to 31 March 1997. Due to poor sales performance. the unit could 

not break-even since commissioning and the cumulative loss at the end of 31 March 
• 

1997 amounted to Rs.448.37 lakh. 

A technical committee constituted (November 1996) by the Company 

to study the bottlenecks in the existing plant identified the following factors: 

unsuitability of the machinery for tile production, since the 
machinery installed was most suited for a g~anite monument plant; 

higher cost of operation (i.e., Rs. 1311 per M2
) of the Company's 

plant as compared to cost of operation of Rs.205 per M2 by other 
successful private tile plants; 

poor recovery due to high incidence of cutting deviations m the 
Company's saws. 
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Thus, import of machinery 

without ensuring its suitability for the 

intended purpose and the Company's failu re 

to properly ensure the export market 

potentials of the new product proposed to be 

launched resulted in continued uneconomic 
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import of machinery without 
ensuring its suitability resulted 
in continued uneconomic 
operation (cumulative loss: 
Rs.4.48 crore) of the plant. 

operations of the plant installed at the total cost of Rs.590.14 lakh. Incidentally , 

out of 548.341 M3 of raw blocks supplied by various quarries to the unit for 

production of tiles during 1994-95 and 1995-96, supply of new granite blocks 

constituted 490.734 M3 (89.5 per cent). This largely defeated the basic objective of 

setting up the unit for making use of rejects available in the nearby quarries in the 

area. Reasons for usage of new blocks despite availability of adequate rejects were 

not on record. 

(iii) Excess consumption of raw material 

The feasibility report envisaged 

that one cubic metre of raw block could 

produce 47 M2 of tiles of 10 mm thick. 

Against 584.808 M3of raw block to be 

As compared to norms, there 
was a n excess consumption of 
raw block valued at Rs.0.38 

consumed as per the above norms for 27486 ,cr_o_r_e. ________ _, 

M2 of tiles (inclusive of works-in-progress) produced during the period from 

1994-95 to 1996-97, the actual consumption of raw block was 912.083 M3 resulting 

in excess consumption of 327.275 M3 of raw block valued at Rs.38.45 la°kh. 

2B.8.2.3 Graphite beneficiation plant 

(a) The Company decided (August 1981) to set up a graphite 

beneficiation plant at Sivaganga to produce high purity graphite concentrate with the 

ultimate objective 6f developing industrial units to manufacture carbon bonded 

crucibles, aircraft components, etc. Mention was made in the Report of the 

Comptroller and Auditor General of India for the year ended 31 March 1989 - No.3 

(Commercial) regarding delay in the implementation of the project. 

Based on a Detailed Project Report (OPR) prepared (October 1990) 

by Triveni Engineering Works (TEW), the State Government approved (April 1991) 
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the proposal of the Company for implementation of the project at Slvaganga at thtt 

estimated cost of Rs . 1500 lakh. The DPR was based on the process flow chart as 

developed by National Metallurgical Laboratory (NML), Chennai . The DPR 

envisaged processing of 200 tonnes of graphite ore of 14 per cent Fixed Carbon 

(FC) per day to produce 28 tonnes of high purity graphite concentrate of 95 to 96 

per celll FC content. 

(b) A ward of contract 

Tenders for implementation 

of the project on tum key basis were called 

for by the Company in February 1991. The 

Committee constituted (March 1991) by the 

Acceptance of higher tender off er 
for g1·aphite benefication plant . 
resulted in extra expenditure of 
Rs.6.53 crore. 

Company to scrutini se and finali se the 

tenders rated the offe r (Rs. 1836. 78 lakh) of Larsen and Toubro (L&T) as 

technically first and that of (Rs. 1184.07 lakh) T EW as second . Although there was 

no consensus among the members of the Committee regarding award of contract, 

the Board of Di rectors of the Company decided (December 1991) subject to the 

approval of the Government to accept the higher offer of L&T for the following 

reasons: 

• 

adoption of the latest technology by L&T; 

consistent quality output of higher purity of 96 per celll FC content as 
against the quality output of +95 per cent offered by TEW; 

increase in outpu t by 15 to 20 per cent on account of which the extra 
cost incurred on the purchase would be recovered in 2 to 3 years by 
higher sales realisation; 

machines offered by L&T were rubber lined which would enable to 
get bigger size graphite flakes having better sales realisation. 

The Government accepted (July 1992) the proposal of the Board and 

accordingly the contract was awarded (July 1992) to L&T at their offered price of 

Rs. 1836. 78 lakh. 
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However, acceptance of higher offer of L&T in preference to lower 

offe~ of TEW on the grounds of advanced technology and reported higher output 

was not found justified in view of the following: 

(i) The tender specification was not in confonnity with the DPR and the 

offer of L&T did not specify the details of product compositions, varieties and their 

grades. 

(ii) Since NML's process. on which L&T offer was based, envisaged an 

overall recovery of 92.2 per cent of graphite present in the ore, the contention of 

the Company that L&T's advanced technology would yield increase in output by 15 

to 20 per cent was not borne out of facts . Further, the contract with L&T stipulated 

a recovery of 92.2 per cent of FC from the ore. 

(iii) The contention of the Company that the machines offered by L&T 

were rubber lined did not take cognizance of the fact that TEW had also agreed to 

provide rubber lined machinery. 

(iv) TEW as reported to the Board were also experienced/reputed 

engineering contractors who had done a number of beneficiation projects and also 

designed and implemented mineral processing units . 

Thus, acceptance of higher offer of L&T without justifiable reasons, 

disregarding_ the technically acceptable lower offer of TEW, resu!ted in extra 

expenditure of Rs.652. 71 lakh. Further, the contract with L&T did not also contain 

any penal clause for its failure to achieve higher output and higher percentage of 

graphite flakes of bigger size. However, in actual practice, the plant, could not 

achieve the envisaged/guaranteed output as discussed in the subsequent paragraph. 

{c) Loss due to non-achievement of guaranteed performance 

After completion of the project 

(cost: Rs .2366.54 lakh inclusive of civil 

works/main building), L&T commenced load 

trials of the plant in May 1994. The plant 

Non-achievement of guaran­
teed performance led to loss of 
revenue of Rs.3.98 crore. 

could not, however, achieve the guaranteed perfonnance in respect of various vital 

219-17 
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parameters ( viz., processing capacity, quality output, recovery efficiency, etc.,). 

Even the subsequent performance guaran tee test conducted (February 1996) after 

completion of such rectification works was not successful. However. the Company 

commenced commercial production in December 1994, pending completion of 

certain rectification works by the plant supplier. 

The guaranteed performance of the plant had not yet been proved by 

the plant supplier (October 1997). As a result. the performance of the plant during 

the period from December 1994 to March 1997 had been affected badly due to 

underutilisation of capacity. poor quality output and low recovery, as detailed 

below: 

1994-95 1995-96 1996-97 
(December 1994 
to March 1995) 

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

A Capacity utilisation 

(i) Ore to be processed as per 13200 39600 52800 
contract (tonnes) 

(ii) Actual ore processed (in tonnes) 7583 11470 16068 

(iii) Percentage of (ii) to (i) 57.4 29.0 30.4 

(iv) Production of graphite 1848 5544 7392 
comtentrate as per comn1ct 
(ton11es) 

(v) Actual production of graphite 443 1175 2303 
concentrate (tonnes) 

B. Loss due to poor quality 

(vi) Grade (fixed carbon coment) of 96 .3 96 .3 96.3 
concemrnte as per contract (per 
cent) 

(vii) Actual grade of concentrate (per 83.3 87.8 92.3 
cent) 

(viii) Quantity equivale nt to 96.3 per 383 1071 2207 
cent grade (tonnes) (vii) I (vi) x 
(v) 

(ix) Sale/ realisable price for 96.3 per 16000 16000 16000 
cent grade (Rupees per tonne) 
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(1 ) (2) (3) (4) (5) 

(x) Average sale price of grade 8023 93 12 11734 
produced (Rupees per tonne) 

(xi) Loss per to1111e (Rupees) (ix) 7977 6688 4266 
- (x) 

(xii) Total loss due to poor quality 30.55 71.63 94.15 
(Rupees in lakh) (viii) x (xi) 

c. Loss due to low recovery 

(xii i) Quantity of graphile to be 10 16.49 1570.70 2150.43 
recovered as per contract 
(tonnes) 

(xiv) Actual recovery of graphite 369.01 1031.65 2125 .67 
(tonnes) (v) x (vii) 

(xv) Loss due to low recovery 647.48 539.05 24.76 
(co1u1es) (xiv) - (xiii) 

(xvi) Value of loss (at the rate of 107.92 89.84 4. 13 
R..<>. 16667/to1111e) (Rupees in 
lald1) 

(xvii) Total loss due to poor quality 138.47 1.61.47 98.28 
and low recovt:ry (xii) + (xvi) 
(Rupees in lakh) 

Thus . . because of non-achievement of the guaranteed performance. 

the Company had foregone the revenue of Rs. 398.22 lakh during die period from . 

December 1994 to March 1997 due to poor quaJity output and low recov~ry · 

effi c iency. 

9 Sales performance 

The table below indicates the saJes performance of granite/granite 

products (which constituted nearly 92 to 97 per cent of the total turnover of the 

Company) fo r the fi ve years up to 1996-97: 

2/9- 17a 

, \ 

. ·.· 

·. 
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.. 1992-93 1993-94 

Target Achieve- Percen- Target Achieve- Percen-
ment tage of ment tage of 

achieve- achieve-
ment to ment to 
target target 

M3 M3 

Black granite 3500 4296 122.7 3700 3625 98.0 

Coloured granite 6320 7377 116.7 8300 7507 90.4 

M1 Ml 

Granite products 18730 2510 13.4 8300 2612 31.5 
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1994-95 1995-96 1996-97 

Target Achieve- Percen- Target Achiev~ Percen- Target Achieve- Percen-
ment tage of ment tage of ment tage of 

achieve- achieve- achieve 
ment to ment to ment to 
target target target 

MJ MJ M3 

3650 3015 82.6 3350 1668 49.8 2870 2961 103.0 

9150 9841 107.6 9700 9116 94.0 9500 '-272 45 .0 

M1 M1 M1 

29050 4088 14. l 20860 9108 43.7 27500 15390 56 .0 

.. 
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The decline in sales in respect of black granite since 1992-93 was 

attributed (September 1996) by the Management to fal l in demand from major 

granite consuming country viz., Japan and stiff competition from countries like 

China. South Africa. etc. 

The fo llowing points were observed in audit in this connection: 

(i) Inadequate marketing strategy/planning and inability to approach the 

actual consumers for finished products were. imer alia. identified as rhe main 

weakness of the Company as per the draft corporate plan prepared (March 1990) by 

it. The Company had not taken adequate steps to develop domestic markets for its 

granite blocks and finished goods nor has it been able to market its granite 

blocks/products in countries like U. K., Malaysia. Thai land and Canada having 

adequate demand potential for Indian granite products. 

(ii) The Kashmir white variety of granite blocks produced in the 

Company 's Keelaiyur and Keelvalavu quarries had good export potential as 

evidenced from the fact that the Company exported 3982.20 M3 and 3898 M3 of this 

variety during 1993-94 and 1994-95 . However, this variety was not included in the 

global tender finalised by the Company on 27 March 1995. the reasons for which 

were not on record . However, on the third day immediately after finalisation of the 

global tender, the Company received (30 March 1995) an offer from a foreign 

buyer for purchase of 5000 M3 of this variety at the rate of 750 per M3
, i.e., the 

• 
rate at which it was sold by the Company during 1994-95. The Company accepted 

this offer in April 1995. Likewise another popular variety viz., red wave (having 

good export potential) produced in the Company's Jekkery quarry was also not 

included in the global tender finalised on 27 March 1995. However. the offer fo r 

purchase of 2400 M3 received from a buyer (viz., Darwin resources) just two days 

after final isation of a global tender at the previous selling rate of 405 US dollars per 

M3 was accepted by the Company in April 1995. 

Thus, non-inclusion of these two varieties having good export 

potential in the global tender and acceptance of races based on unsolicited offers 

received immediately after finalisation of global tender lacked justification. This 
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also deprived the Company an opportunity of obtaining better competitive rates 

through global tenders. 

2B.10 Other points of interest 

2B.10.1 Unproductive expenditure on implementation of Molybdenum 
project 

Based on the reports of the 

Geological Survey of India (GS I) indicating 

the presence of molybdenum ore in a stretch 

of 27 Kms. in Harur-Uthangari Zone in 

Expenditure of Rs. l.12 crore 
incurred on the project proved 
unproductive. 

• 

Dharmapuri di strict. the Company decided (March 1993) to take up detailed 

exploration fo r ultimate exploi tation and beneficiation of the mineral. As a part of 

follow up of implementation of the project, the info rmation obtained (August 1994) 

by the Company from Government of India indicated · that the grade of ore 

throughout the world was 0. 12 to 0 .30 per cent Molybdenum Oxide (MO) (i.e. , 

minimum requirement for molybdenum production). 

However. GSI intimated (June 1995) the Company that exploratory 

studies conducted in the proposed area revealed avai lability of ore with 0 .108 per 

cem MO only. Despite the fact that the grade of ore in the proposed Harur -

Uchangarai zone was poorer in grade as compared to international staiidards, the 

Company carried out further exploratory studies/mining throu&h GSI and Mineral 

Exploration Corporation Limited (MECL) at the cost of Rs. 112. 11 lakh. Since 

these studies also confirmed the unviability of the project in view of poor quali ty of 

ore in the area, further mining works in the area were o rdered (September 1996) to 

be stopped. 

Thus, the expend iture of Rs. 11 2. 11 lakh incurred (inclusive of 

Rs.5.51 lakh paid to GSI towards cost of exploration reports) on the project without 

* Molybdeoum is an important strategic refractory mineral used primarily a. an alloying 
agenc in steels. cast irons and super alloys to enhance hardeoability. strength , toughness 
and wear and corrosion resistance. 
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taking due note of the already known factor regarding existence of only poorer 

grade of ore in the proposed area proved unproductive. 

2B.10.2 Contribution to South Asian Federation Games 

Based on a request 

(November .1995) of the sponsors of VII 

South Asian Federation Garnes (SAF 

games). the State Government permitted 

(December 1995) the Company to 

contribute Rs.125 lakh to Tamil Nadu 

Basketball Association (TNBA) for air­

conditioning its indoor basketball stadium 

wherein certain events of SAF games were 

unds required for air 
conditioning of indoor stadium 
for SAF games were released in 
two parts viz., Rs.0.08 crore 
before the start of games and 
Rs. l.17 crore after one month of 
conclusion of games which 
rendered the entire amount 
unproductive. 

proposed to be held between 18 and 27 December 1995. 

Accordingly, the Company released (15 December 1995) the first 

instalment of Rs.8 lakh to TNBA with a condition to render proper accouncs once in 

a fortnight for the expenditure along with the progress of work. However, the 

remaining major portion of the contribution, i.e., Rs.117 lakh was released by the 

Company one month after conclusion of SAF games, (i.e., on 2 February 1996), 

thereby defeating the basic objective of air-conditioning the stadium during the 

conduct of SAF games. 

Due to non-receipt of any information from TNBA about the progress 

of work, the officials of the Company visited the site after a delay of nearly one 

year in November 1996 and found that no ai r-conditioning work was actually 

undertaken. The Company tnerefore asked (November 1996) TNBA to refund the 

contribution. The Company filed (June 1997) a civil suit for recovery of the 

contribution. 

2B.11 Conclusion 

There had been a steep decline in the performance of the Company 

over the last three years due to ineffective exploitation of mineral deposits in 
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leasehold lands, non-identification/ surrender of barren/unviable leasehold lands, 

non-regulation of production to actual demand and ineffective marketing strategy. 

All the major production units of the Company had also been incurring continuous 

loss, mainly due to technical inadequacies and lack of adequate marketing efforts. 

The operations of the Company also suffered due to improper funds management 

and improper planning, leading to creation of excessive capacity/production and 

unproductive investment. In these circumstances, concerted efforts are called for in 

al l these areas to sustain the profitable working of the Company. 

The above observations were reported to the Company and the 

Government in May 1997; their replies had not been received (October 1997) . 

... 

( 



SECTION 2C 

TAMIL NADU SMALL INDUSTRIES DEVELOPMENT 
CORPORATION LIMITED 

HIGHLIGHTS 

Tamil Nadu Small' Industries Development Corporation 
Limited was incorporated on 23 March I970 with a view to give an 
impetus to the planned development of small scale industries in the State. 
The Company had not evolved any long term corporate plan for 
achievement of the objectives. 

{Paragraphs 2C.1 and 2C. 2} 

Purchase of lands from private parties at higher prices 
through negotiations without initiating simultaneous land acquisition 
proceedings in contravention of the directives/guidelines of the 
Government resulted in extra expenditure of Rs. 4. 69 crore. 

{Paragraph 2C. 7.1 (b)} 

Investment of Rs. 0. 45 crore on purchase (December 1993) 
of lands from private parties in Rasathavalasu near Vellakoil in Erode 
district for industrial pu;poses without assessing the demand potential 
proved unpr~ductive. 

{Paragraph 2C. 7.1 (b) (ii)} 

Sale of lands specifically meant for common purposes to 
private parties in contravention of approved lay out at prices lower than 
even the guideline values resulted in loss of revenue of Rs.36.35 crore. 

{Paragraph 2C. 7.1 (c)} 

Investment of Rs.O. 74 crore made on construction of 22 
worksheds at Nanjikottai in Thanjavur district without ensuring/assessing 
the demand potential proved unfruitful. 

{Paragraph 2C. 7.1 (e)} 

• 
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Expenditure of Rs. 0. 49 crore incurred on construction of 
tiny sheds in Vellanur village near Avadi without ensuring transfer of 
lands became unproductive due to mid-way abandonment of works. 

{Paragraph 2C. 7.1 (f)} 

Non-adherence to instructions of Head Office to collect 
maintenance charges from the allottees with reference to actual 
expenditure resulted in loss of Rs.1.12 crore during the three years up to 
J 995-96 in respect of two industrial estates test checked in audit. 

{Paragraph 2C. 7.2} 

Diversion of the Company's funds for development of 
private industrial estates defeated the basic objective of setting up of 
such estates without any financial commitment to the Company. This 
apart, release of funds without any agreement/security led to non­
realisation of the Company's investment of Rs. 6. 25 crore. 

{Paragraph 2C. 7. 6} 

Distribution of raw material to A CSR conductor 
manufacturing units on credit basis without proper security. resulted in 
non-realisation of cost of raw material amounting to Rs. 0. 87 crore. 

{Paragraph 2C. 7. 7.1} 

2C.1 Introduction 

Tamil Nadu Small Industries Development Corporation Limited 

(SIDCO) was incorporated on 23 March 1970 with a view to give an impetus to the 

planned development of Small Scale Industries (SSis) in the State. The Company 

provides necessary inputs such as infrastructure, raw rnateriaJs and marketing 

assistance required by this sector. 

2C.2 Objectives 

The following are the main objectives envisaged in the Memorandum 

of Association of the Company: 

--



(i) 

(ii) 

(iii) 

(iv) 

(v) 
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to promote the interests of small or any other industries in the State 

and to provide them with assistance of all kinds including capital 

credit, resources and technical, managerial/marketing assistance; 

to promote and operate schemes for development of industries in the 

State; 

to effect co-ordination between large and small scale industries 

enabling the latter to function as ancillaries to the former; 

to provide industrial infrastructure facilities by way of industrial 

estates comprising of worksheds and/or developed plots with all basic 

amenities; and , 

to manufacture, buy, sell, import and install any plant, machinery, 

etc., in tune with any of its objects. 

The Company had not evolved any long term corporate plan for 

achievement of the above objectives. The activities of the Company are at present 

confined to the items listed at (i) and (iv) above. 

2C.3 Organisational set up 

The Articles of Association envisaged management of the Company 
• 

by a Board consisting of minimum three and maximum ten Directors. Against this, 

the Board as at the end of March i997 consisted of eight Directors, including a full 

time Managing Director, Secretary to Small Industries Department functioning as 

ex-officio Chairman, one nominee each from Tami! Nadu Industrial Investment 

Corporation Limited (TIIC), Electronics Corporation of Tamil Nadu Limited 

(ELCOT) and Small Industries Development Bank of Ind ia (SIDBI). 

Contrary to the recommendations of the COPU that the Chief 

Executives of the Public Sector Undertakings (PSUs) should have a minimum tenure 

of three years to ensure stability, continuity and accountability, the Company had 

nine Managing Directors during the span of six years from January 1991 to March 

1997. Their tenure ranged between 9 and 772 days only. 
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The Managing Director looks after the day-to-day management of the 

Company with the assistance of a General Manager. 

2C.4 Scope of Audit 

The performance of the Company was last reviewed and included in 

the Report (Commercial) of the Comptroller and Auditor General of India for the 

year ended 31 March 1988. The recommendations of the Committee on Public 

Undertakings (COPU) are contained in its 6211
d Report presented to the State 

Legislature on 28 April 1992. The activities of the Company during the period 

from 1991-92 to 1995-96 and adequacy or otherwise of the action taken on the 

recommendations of COPU were reviewed in audit between October 1996 and 

February 1997. The findings of Audit are discussed in the succeeding paragraphs. 

2C.5 Funding 

2C.5.1 Share capital and borrowing 

As against the authorised capital of Rs.2500 lakh, the paid-up capi t~ 1 

of the Company as on 31 March 1996 was Rs. 655 lakh, wholly contributed by the 

State Government. 

The Company has been mobilising its resources by way of loans from 

the State Government, financial institutions, banks and the public , apart from the 

ways and means advances obtained from the State Government from time to time . . 
The loans raised by the Company through the various sources, outstanding as at the 

end of March 1996 amounted to Rs.1541.59 lakh inclusive of interest accrued and 

due amounting to Rs.457.42 lakh on these loans. 

2C.6 Financial position and Working results 

2C.6.1 Financial position 

The Company had not finalised the accounts for 1996-97 (October 

1997). The table below indicates the financial position of the Company for the five 

years up to 31 March 1996. 

.. 
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(Amount - Rupees in lakh) 

1991-92 1992-93 1993-94 1994-95 1995-96 

J Liabilities 

(a) Paid-up capital 655.00 655.00 655.00 655.00 655.00 

(b) Reserves and Surplus 
1 

245 .32 266.78 299.76 321.72 53.02 

(c) Short-term and long-tem1 929.55 762.24 1767.50 1410.17 1084.17 
loans 

(d) Trade dues and other 3810. 15 4692.99 6071.51 6554.66 8738.34 
liabilities (including 
provisions) 

Total (I) 5640.02 6377.01 8793.77 8941.55 10530.53 

n Assets 

(a) Gross fixed assets 261 .28 3 13.57 318.88 334.10 369.76 

(b) LESS: Depreciation 100.86 116.86 132.48 148.62 168.95 

(c) Net fixed assets 160.42 196.71 186.40 185.48 200.8 1 

(d) Investments 1.10 1.10 1.10 11.10 11.10 

(e) Current assets, loans and 5478.50 6179.20 8606.27 8744.97 10263.73 
advances 

(t) Intangible assets 

(i) Accumulated loss 54.89 

Total (Il) 5640.02 6377.01 8793.77 8941.55 10530.53 

Capital employed
2 1828.77 1682.92 2721.16 2375.79 1726.20 

3 
Net worth; 900.32 921.78 954.76 976.72 653.13 

2C.6.2 Working results 

The working results of the Company fo r the last five years up to 

1995-96 are given below: 

l The steep decline in Reserves and Surplus during 1995-96 was mainly due to setting off a 
portion (Rs.262 .52 lakh) of the loss incurred by the Company during the year against the 
Reserves and transfer of forfeited Earnest Money Deposit credited to Reserves to 
Miscellaneous Receipts. 

2 Capital employed represents net fixed assets including capital work-in-progress PLUS 
working capital 

3 Net worth represents paid-up capital PLUS reserves LESS intangible assets. 
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(Amount - Rupees in lakh) 

1991-92 1992-93 1993-94 1994-95 1995-96 

Income 

(a) Sale of raw materials and 8289.49 6681.42 10810.54 11 242.63 1111 1.59 
worksheds 

(b) Service charges 53.52 96.74 173 .50 206.61 159.96 

(c) Interest on loans/deposits 189.90 205.95 328.76 342.96 340.90 

(d) Miscellaneous income 99.64 45.02 73 .73 99.25 106.36 

(e) Accretion(+ )/Decretion(-) 
to: 

(-)292.94 (i) stock of raw materials (+)155.43 (-) 105 .04 (-)38.71 ( +)490.62 

(ii) cost of vacant ( + )9.45 (-)20.76 (-) 15 .78 (-) 176.62 ( +)629.62 
worksbeds 

Total (I) 8797.43 6715.43 11265.71 11676.12 12839.05 

0 Expenditure 

(a) Purchase of raw materials 8122.56 5947.36 10242.30 10464.88 11787.67 
and cost of additional 
worksbeds 

(b) Employees' cost 283.39 348.89 395.40 449.26 524.65 

(c) Adverti ement and 
exhibition expenses 17.86 13.68 11.54 18.06 23.98 

(d) Maintenance of industrial 
estates 37.50 33.52 41 .08 68.54 93.08 

(e) Interest 191.09 204.77 343.80 426 .21 481.04 
• 

(t) Depreciation l~.36 18.54 18.99 20.96 22.31 

(g) Provision for doubtfuJ 
debts and bad debts 
written off 13.94 9.44 7.30 2.02 76.33 

(b) Other expenses (Repairs, 
electricity charges, 
postage, telephone, bank 

.76.36 97 .38 charges, etc.,) 147. 11 195.32 157.18 

Total (0) 8761.06 6673.58 11207.52 11645.25 13166.24 

Profit(+ )/Loss(-) ( +)36.37 ( + )41.85 ( + )58 .19 ( +)30.87 (-)327. 19 
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The loss suffered by the Company during 1995-96 was mainly due to 

decline in income on sale of raw materials/service charges and on account of 

increased interest burden on loans and provision for doubtful debts. 

2C.7 Performance analysis 

2C.7.1 Development of infrastructure facilities 

(a) In pursuance of its objective to 

provide industrial infrastructure facilities in the 

State. the Company has been developing 

industrial estates (with all basic amenities) 

~omprising of worksheds and developed plots 

Out of 71 worksheds cons­
tructed by the Company, 67 
worksheds (cost: Rs.4.02 
crore) were lying idle. 

in various places to cater to the needs of small scale industries. During 1970 to 

1996, the Company developed 71 industrial estates consisting of 3747 worksheds 

spread over 22 districts of the State. As at the end of March 1997, 67 out of 71 

worksheds constructed ( 1991-96) at the cost or Rs.402.47 lakh in eight places were 

lying vacant. Of these, 22 sheds (cost: Rs .82.19 lakh) in three places (viz., 

Kirangikottai. Urapuli and Veerapandi) were vacant for over three years due to 

ineffective assessment of requirement of worksheds in these areas and high cost of 

these sheds.• 

Audit analysis indicated instances of extra cost on purchase of lands 

from private parties, loss of revenue on sale of lands , improper planning leading to 

injudicious investment/mid-way abandonment. non-realisation of maintenance 

expenses, procedural lapses/violations in allotment. and deficiencies in execution of 

civil works as discussed in the succeeding paragraphs. 

(b) Extra cost on acquisition of lands 

In order to avoid delays in 

acquisition of lands required for industrial 

purposes unde r tne provisions of Land 

Acquisition Act (L.A. Act), 1894. the State 

Government. departing from the earlier 

procedure, permitted (March 1991) the PS Us co 

Purchase of lands from 
private parties at higher 
prices resulted in extra 
expen<liture of Rs.4.69 
crore. 

conduct simul taneous negotiations with private land owners apart from initiating 
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land acquisi1ion proet.:ecli ngs under 1he ahnve Act. For lixa1ion of prices 1hrough 

ncgo1ia1io11 . . 1he S1a1e (jovernmcnl envisaged (March I 991) constitution of a clis1ric1 

level Private Nego1iatinn Commi11ce ( PNC) rnmpri sing. of the Dis1ric1 Collecinr. 
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considerable delays ranging from seven months to three years (since date of 

approval of proposals of acquisition) in acquisition of lands through private 

negotiations, thereby defeating the basic objective of eliminating delays involved in 

acquisition of industrial lands under L.A. Act. This would indicate that che 

Company could have as well gone in for land acquisition proceedings under L.A. 

Act and thereby avoided the extra cost. 

(i) In respect of acquisition of 41.110 acres in Solapuram/South 

Venganallur in Virudhunagar district (item at SI.No. 3 in the table). against the land 

cost of Rs.23000 per acre fixed by LAO , the initial offer (March 1993) of PNC 

(i.e .• Rs.45000 per acre) was found to be double that price without any recorded 

reasons therefor. This offered rate was further enhanced (August 1993) to 

Rs.80000 per acre by PNC (based on further negotiations) at the insistence of the 

Company although PNC was in favour of acquisition of these lands only through 

land acquisition proceedings in view of exhorbitant rates demanded by the land 

owners. Further, the Company acquired 41.110 acres of lands at this abnormal!} 

higher price though the Board accorded approval (November 1993) for acquisition 

of only 26. 770 acres of lands in this area. The Company did not seek the approval 

of the Board for purchase of additional lands (14.340 acres). In this context, it 1s 

also relevant to mention that eleven out of twenty sheds constructed (1994-95) in 

this area at the cost of Rs .53. 59 lakh were still (October 1997) lying vacant due to 

Jack of demand. 

(ii) Lands to the extent of 52. 370 

acres acquired (December 1993) m 

Rasathavalasu near Vellakoil in Erode district 

(item no.4 in the table) at the total cost of 

Rs.44.56 lakh (inclusive of stamp duty and 

Investment of Rs.0.45 crore on 
purchase of lands for industrial 
purposes without assessing the 
demand potential proved 
unproductive. 

registration charges) were not developed into industrial estates due to dearth of 

demand for worksheds in the area and had been remaining idle for over three years. 

This indicated absence of any system to assess beforehand the demand potential fo r 

industrial worksheds from the prospective entrepreneurs. The entire investment of 

Rs.44.56 lakh on acquisition of these lands in this area, thus, proved unproductive. 

(iii) In contravention of the guidelines (May 1993) of the State Bureau of 

Public Enterpri ses requiring prior approval of Project Investment Committee (PIC) 

for capital expenditure/projects costing over Rs.50 lakh. the Company incurred 
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capital expenditure ranging from Rs.86.47 lakh to Rs.644.96 lakh in development 

of industrial estates in three places (viz., Thirumudivakkarn, Vichoor and 

Solapurarn/South Venganallur) without the approval of the State Government. The 

Company did not even seek any post-facto ratification of expenditure from the 

Government. 

(c) Loss on sale of common purpose lands to private parties 

Audit analysis of sale of lands 

du ring the five years up to 1995-96 in respect 

of three industrial estates taken over 

(December 1975) from the State Government 

revealed that 28.10 lakh square feet of lands 

Sale of common purpose 
lands to private parties 
resulted in loss of revenue of 
Rs.36.35 crore. 

notified as common/specific purpose lands (i.e., green belt areas, road comers, 

stockyard, open space. burial ground. pond , park, etc. ,) as per the approved lay out 

and not meant for sale for industrial purposes were sold to a few private parties 

based on thei r request letters. The sale price of these lands had been arrived at by 

adding 25 per cent annually to the cost of these lands as fixed by the Government 

during the period 1986-87 and 1987-88 plus service charges at 5 per cent thereon. 

The sale prices, thus , arrived at were, however, found to be comparatively lower 

than even the guideline values for registration of sale of lands in these areas, 

thereby resulting in loss of revenue of Rs .3634. 99 lakh to the Company as detailed 

below: 

Place of industrial 
estate 

Ambauur 

Gu1ndy 

Thuvakud1 

Total 

Extent of common 
purpose lands old 
(in lakh Square 
feet) 

13.29 

8.73 

6.08 

28.10 

Guideline value Sale price Total loss 
range per Square range per (Rupees in 
feet (Rupees) Square feet lakh) 

(Rupees) 

104.17 to 194.00 26.27 to 28.03 1642.13 

137.40 to 570 .15 35.03 to 43.04 1752.61 

40.90 to 47. 10 3.69 to 3.96 240.05 

3634.99 

No responsibil ity for the loss had, however, been fixed (October 

1997) 
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(d) Loss on sale of industrial plots 

In view of demand for industrial 

sheds and plots in Thirumazisai. the Company. 

wi1hou1 1he approval or the Board. accorded 

(.5 Decemhcr 1994) admi111strat1ve sancuon for 

RfVIE°"' 01\ SIOCO 

The Company incurred :1 loss 
of Rs.OA6 crorr 111 the 
developmrnt of 40 1>lots. 

development of about 16 acres ot low I_ ing area ar Thirumazisai indu, tnal estate at 

lhe estimated COS! or Rs. 121 lakh. The proposal envisaged tilling up or lhe entire 

low lying area of the estate with gravel for developmem into industrial plot~. 

I lowever. no ticld survey or soil iesring of the area was conducted beforehand either 

by the technical wing or the Company or hy any independcm technical agency 10 

explore the possibility or going in tor cheaper earthen tilling or 1he area. 

The work or tilling up ot the low ly ing area of 12. 926 acres with 

gravel was split up and entrusted (July 199.5) 10 nine different comraciors al the rate 

or Rs. 117 per cubic metre. The work was completed in October 199.5 at the total 

cost of Rs. 143.87 lakh . The Company sold the 40 industrial plots developed in thi s 

area 10 22 ti rms hased on the request le11ers ob1a1ned hy the then Managing Director 

a1 the rate or Rs. 7 .31 lakh and Rs. 8. 13 lakh per acre originally fixed for sale or 
lands1plo1s in the industrial e. talc . 11 was. however. observed that the sale price 

thus fixed did not cover the entire cost of tilli ng up of the area. Consequent ly as 

against the expenditure or Rs. 143.87 lakh incurred by the ( ompany on devdopment 

or these 40 plots. the Company cou ld realise Rs. 98.0.5 lakh only hy way ot sale or 

these plots. th~rehy incurring the loss of Rs.4.5 .82 lakh. 

Audit analysis or allotment or these industrial plots also revealed 1h:11 

14 out ot 40 plots were allotted ( ovemher 1994) to 1wo firms (vi::: .. Rasi (iraphics 

and Tuscon Export ) even before according administrative sanction for tilling up of 

1he area. 

(C) Injudicious investment ou idle infrastructure 

Pursuam Lo an announcement ( 15 December 1994) made h) the then 

Chief Minister during the Eighth World Tamil Conference held al Than1avur 

regarding seuing up or an industrial estace exclusively tor women e111repre11curs or 

the area. the Company identitied an extent or 26.30 acres ot lemple lands under 1he 
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contro l or 1 l indu Reli giou!-. and Charitable L11dow1rn:111 Board ( I IR & CE Bnarcl) in 

1 anjikottai v illage. The Company. wiLhout any rormal permi s~ io11 ol 1 IR & CE 

au thorities. entered upon the proposed lands 011 30 December 19<)4 . Out or 2(l . .30 

acres or land acquired. the Cnmrany made use nf only 1.40 acres toward 

construction or 22 worksheds. Considering the remotrness of the locality 111 whirh 

1he lands were situated and lark or demand even for the 22 \vorksheds already 

rnnstructed . the acqui si tion of land 10 1he e 1e11t nl 2(1 . 1() acre!'. in 1his are;1 lor 

industrial sheds lacked jus1ifica11on. Abo. rile Cornpan~ had 1101 SL'ttled (Jul ) I <)<)7) 

1he land co. t a. HR & CE authnrit ie~ did 1101 agree to the rate fixed b~ 1he Re\'enue 

authorities. on-settlement or land cost wou ld en tai l i111ere!'.t h1mlenl co111111i11ne11L 10 

1he extrnt or Rs.29.33 l;ikh for 1he period from December !<J94 10 July I '>97 . 

1-unher. wit houl l'll!\ll r ing / asse. sing the de111and rotcntial ror 

111clu!\trial worksheds t'ro111 the pro~per1i ve women entrcprene11r!\ or the area. the 

Company co111ple1ecl (September I l)<J(i) rn11s1rur11on ol 22 work!\hed. al 1he rns1 ol 

Rs. 73 .80 lakh . All the sheds were still (October I 997) lying vacant in tile ah~enL·e 

nr any demand. thereh_ rendering the emire inves1111e111 unt'rui1tul. 

(I) llnp rnducti vc cxpcucl itu n.• 011 la nds not ta ken o\·cr 

The Compan~ . wi1hou1 t.:n!\uring tile transfer or lands. t.:ntrustecl 

(January I 99(1) 1he work of rn11stn1l·t11H1 ol 50 tiny /worksheds in an area of 221 . 1.3-1 

acres of lands in Vellanur v illage near A vadi to a pri vate rnntractor (based 011 

lenders) at the t1>1 al cost or Re;. I 09.0(, lakh . Consequen1ly. tht.: work had to ht: 

abaJH.lont.:d (July 19')6) mid-way aftt.:r incurring tilt: expendi1ure or Rs.-19. 10 lakh Oil 

rnns1r11ction nl thirteen tiny . heds up to lin1el /sill stage. The entire ·exprncliturt.: ol 

R!-> 49 I 0 lakh i ncurred on inrn111rle11: 1inv sht.:d s on 1he lamb 1101 iaken over. 1hu!\. 

heL"ame u11produc1ive. The ( 'omrany had al!\o nn pl;111!'> 10 J.!L'I 1ht: larHb al11:11atecl 

(Oc tober 1997) in its name. 
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2C.7.2 Loss due to non-realisation of maintenance charges 

The Company has been 

looking after the day-to-day maintenance of Non-adherence to instruct ions 
of Head Office to collect the industrial estates (like maintenance of 
maintenance charges resulted 

roads, water supply/sewerage systems, street in loss of Rs.1.12 crore. 

lights, etc.,). In the absence of any 

procedure for levy and collection of maintenance charges from the 

allottees/occupants of the industrial sheds. the Company had to waive/write off 

(March 1988) recovery of Rs. 148 lakh incurred by it towards maintenance of 

various industrial estates for the periods up to 1986-87. 

The Board introduced (March 1988) a system of levy of maintenance 

charges at block rates (ranging from Rs. 600 to Rs. 1800 per acre per annum) based 

on categorisation of each industrial estate depending on its location with effect from 

1987-88. A review of this procedure conducted (1992) by the Company, however, 

indicated that the maintenance charges col lected did not match with the actual 

maintenance expenditure incurred . The loss on account of adoption of this 

procedure during the three years up to 1990-91, in respect of two industriaJ estates 

alone (Ambattur and Guindy), was assessed (1992) to be of the order of Rs.62.38 

lakh. 

The Company, therefore, decided (February 1993) to carry out the 
• 

maintenance works on "no profit no loss" basis with effect from 1993-94. 

Accordingly. all the branch offices were instructed (February 1993) by the Head 

Office of the Company to work out and fix the maintenance charges with reference 

to actual expenditure incurred on this account with effect from 1993-94. Despite 

this, levy/collection of maintenance charges in respect of all the 66 industriaJ estates 

under the control of the Company continued as per the earlier practice in vogue 

since 1987-88 (i.e., collection at block rate based on locality). Non-adherence to 

the :nstructions of the Head Office to collect maintenance charges with reference to 

actual expenditure resulted in loss of Rs. 112.37 lakh to the Company during the 

period from 1993-94 to 1995-96 in respect of two indusmal estates alone (viz. , 

Arnbattur and Guindy) test checked in aud it. 
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Further, based on a request (June 1991) of the Company, the State 

Government crdered (March 1993) transfer of maintenance works in respect of 

twelve industrial estates (wherein sale of entire area has been completed) to the 

respective Municipalities. Although more than four years had lapsed since issue of 

Government Order. the Company had not initiated any action in this direction 

(October 1997) . 

2C.7.3 Idling of investment due to improper planning 

The Board accorded (September 

1993) approval for construction of 18 housing 

flats m the Company's pharmaceutical 

industrial estate at Alathur at the estimated cost 

of Rs .55.20 lakh for the benefit of the 

entrepreneurs in the estate. The cost of the 

scheme was proposed to be financed by way of 

margin money (25 per celll) by the 

entrepreneurs and the balance (75 per cent) 

Taking up of construction of 
plots without ensuring the 
demand/commitment from 
thr entrepreneurs resulted 
in idling of Company's 
funds of Rs.0.37 crore on 
eleven vacant flats for 
nearly two years. 

through the loans rai sed by the 

entrepreneurs from the Housing and Urban Development Corporation Limited 

(HUDCO). As such, no investment of the Company's funds was envisaged for the 

implementation of the scheme. 

At the time of taking up the work (January 1994) only thr(je out of 77 

entrepreneurs in the industrial estate opted for taking up the flats in the industrial 

estate. However, the Company went ahead with the construction of 18 Oacs by 

diverting its own funds without ensuring firm commitments for the flats proposed. 

The Company did not al so obtain the approval of the PIC in terms of the guidelines 

(May 1993) of the State Bureau of Public Enterprises for projects costing over 

Rs. 50 lakh. 

The construction of the flats taken up in January 1994 was completed 

in September 1995 at the cost of Rs.61.35 lakh. The Company was able to dispose 

of only seven flats on outright sale basis fo r Rs.42.48 lakh up to March 1997. The 

remaining eleven flats were lying id le for want of demand . 
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fhus. taking up or rnnstrucuon or tlats without en unng 1IH: 

ckmamJ1comm11111ent from the emrepreneurs resulted in idling or the Company's 

lune.ls of Rs.37 49 lakh on the eleven vacant lla1s for nearly 1wo years. 

ZC.7A Lucking up of f uncls 

In order IO provide a heller working 

ell\ ironmt.:nt tor the lower ca1egor! employee. ot 

the ( ·nmpany. the Board dt.:cided (Septemher 1995) 

to construct 73 houses (plinth area or 200 Sq. ft. 

Fund!I to the extent of 
Rs.0.-'3 crore locked up 
in the const ruction of 
houses. 

each) in the Company·s industrial esta1e at Guindy a1 the estimated cost of Rs.48 . I 8 

lakh. The cost or each house e. 1ima1ecl at Rs.0 .65 lakh (exclusive or land cosr) was 

proposed to he recovered from the allo11ees in rnnvenien1 ins1alments with interest. 

llowever. on rnmple11 011 of construc1ion (November I 996) o f these 

houses at the cost or Rs.42.93 lakh . 1he Company retixed the cost of each house 

rang ing from Rs. 1.02 lakh to Rs. I. 17 lakh due to inclusion or land cost and 

1ncrea. e in rns1 of rnns1ruction. Moreover. contrary to 1he earlier decision 10 

collect the rnsl of the houses in ins1alments. the Company decided (Novemher 

1 <)<)()) 1n recover the em ire rnst in one lumpsum f ron1 1he al louees. Accordingly. 

allotment let1crs were 1. sued to el ig ihlc cmployt.:es wi1h a rnnclition to express their 

v. ill1ng.ncss or mherwise of taking over the houses on lumpsum payment basis 

hefore 1) December 1996. None of the allo11ees responded to the offer in view of 

increa. e in cost and change in terms of payment stipulated hy the Compan) . As a 

resu lt. al l the 73 houses were (Ocroher 1997) remaining vacant. thereby re. ulting in 

lock ing up o r 1he Compan1 ·s funds to the extent of Rs.42. 93 lakh from Del·emher 

I 996 10 Octohcr 1997 without any henclit. The Company had not 1aken an: action 

to hri11~ these houses IO henet1c1al use . 

ZC.7.S Deficiencies in cxccut ion of civil work~ 

ZC.7.5.1 T he following general deficiencies were noticed during test checks of 

various const ruction works undertaken hv the Compan) during the th rt.:e yt:ars up to 

1995-9(). 

Failure •o oht 111 requ1ru.I apprmal of PIC ol the State Governmen1 

tor e·<eLut1on ot -;cheme-; co~tlli!;. O\'Lr R. 50 lakh ; 
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Splini ng. up works nr identiL'al nature into llUllll'mU S items so as to 

hring them wi th in tilt.: ceiling. limi1 of Rs . ~ lakh prescribed for 

n nal i satinn or tenders hasl'd 011 Ii mi tcd tenders. thereby fo regoing 1he 

~dv~mtage or cal l ing for open lenders at mnre competitive rates : 

Non-preparation of completion report s/material -at -site accounts Ill 

respect of construction of worksheds a1 2 1 places at the cost of 

Rs. 1276. 70 lakh : 

Non-maintenance of rropt:r kdgers1n.:gis1er of works to exen.:1se an 

efft.:c ti ve control over pmgres~/expendi1ure on variou s schemes: and. 

Ahsence of work and year-wi ~e detai ls in support of cost (Rs. 1476.79 

lakh) of worksheds under construction . 

Procedural deficiencies in allotment of workshccl'\/dc\'cloped plots 

Ti ll 1991. the c ·ornpan~ had a set pmL"edun: for al lo tment of 

worksheds and developed pints i n the industrial estates. There was a decentralised 

system or issue or applications for allotment hoth at Registered Office and branch 

level. registrarion of applications received. scrutiny o f appliclltions hy a screening 

rnmmittee (comprising of the (ieneral Manager. Financ ial Contro ller and the 

"1anager of the concerned industri al es1a1e) and selection of app licants for allotment 

ha~ed Oil i nterv 1ews hy the SC reelll ng l 'O llllll 1 llee. Based on the recomn1endatinns n r 
1he rnmmittee. al lotmerns were made 10 1he selec ted applicants hy 1he Managi ng 

D 1recmr. 

It was. however . observed that thi s establi shed system was dilu1ed 

and no1 fol lowed seriously after I 99 I and rnmrletely do11e away with during 1994 

to \1arch 1996. Thereafter. arp l icatinns were issued and received by the M anagi ng 

Director din:•c1 and al lotments were made at 1he discretion of the M anaging 

Director. l 'ncler thi s discretionary procedure. the Company sold 681 workshecls 

and 843 developed plots a1 1he cost of Rs.4586. 27 lakh during the reriod from 

1991 -<)1 to 1995-W). Due 10 no11-ohserva11ce or any wel l laid down procedure. i i 

rnu lu 11ot he ensured in audit tlw1 al lotments of these sheds/ industrial plots was 

made 10 genuine industri al entrepreneurs. II is of relevance in thi s context that as 
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clisL·ussed in Paragraphs 2C. 7. 1 ( c) and (cl). 1he Comran~ had los1 Rs.3680.81 lakh 

lll1 ...;uch disne1innar~ sale ot co11111111n purpo~e land" c 28. I 0 lak h Sq . f1.) a11d 40 

111clus1nal olo1s to LTr1t1in sckc1 pri\':lll' parties at l1ml'r prices 1n four case~ 1es1 

chcl'ked in audi1 

2C. 7.6 Development of p rinlte imlu.i.;tria l c~t a t cs 

lC.7.6. l Since I <)90. the Company has hccn cnrnuragin~ promotion of priva1c 

industrial es1a1es mainl\' wi11l a ,·ie\.\ IO reduce 11~ linanr1al h11nk11 as well as till' 

rernrri11g expemJi1ure on mainten:111LT ot 1he industrial e~tall's . l 111der 11li s ~cheme. 

the indus1rial en1repreneurs or the respective an.:as were required to form rn­

opera1ive societies/associations l'Olllprising. or prospecti ve allottees or tht: industrial 

shed~ Tht: lands requirL'd ror development or industrial estates were required to he 

purl'l1ased h~ 1he associations and made available to the ( 'ompan~ . While the 

development work. of the area were to he clone h\ the Company. the rnnstruction 

works were m he clone hy the private a!!encies selcrted hy the associations 

The role of the Compan~ under the srhl'me was to act as a rn­

ordinator to ensure good quality works and make arrangements for suppl) nl 

LTme111 ·s1eel and se11lcme111 of claims of the contraL· tor~ . The funding of the scheme 

was to he <ione b\ the a~soc1a 1 1ons hy way of margin money ancl through 

mobilisation ot' institutional tinann.: . A. such no inH·stment of the Compan~ ·s 

funds was envisaged under the scheme and the fund s raised hy the indus1rial 

associa1inns were requ ired 10 he plared a1 1he cli spo.s:il of the Company. 011 

cnmplel ion. the work sheds "'erl' rL'CJll i rl'cl to he handed over to 1 hl' concerned 

assm:ia1innstsm:ie1ies for allotll1l'lll 10 their 111L'lllhcrs. 

/\uc.Ji1 scru1iny. however. revealed diversion or 1he Company's funds 

for develop111L'nl or privale indus1rial L'Slatl'S and non-realisalion of' dues tor the 

sheds handed over in the absence or any agret:me111 iprnper securil) as clisrnssecl in 

1 he succeeding. paragraphs. 
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2C.7.6.2 Non-realisation of l'Ost of rnnstr11ction/senicc char~c~ 

Hased 1rn a rt:q11t: !'- l rt:ct:1\"L·d 

I I l)C)J) rrnm the T1ruppur t:xpnn Knll\\L'ar 

~ 1anu f ar111 re rs /\ ssnr1 al ion (Tl :K \1 /\). t ht: 

Company rnmplt:tt:d ( /\ ugus1 1()95) 

conslruction of 37 worksheds on lhl' lands 

l>m· to ;1hsc.'1H·r of an~ 

al!rrc·mc.·nt/sc.·curity. ;1 sum of 
l~s . 2.3 '.'i cror<' incm-rrd on 
sheds could not hr rr;1lised. 

16.06 ant:s) madt: availahlt: h~ Tl:"\1t\ at Cht:11iralayam 11t:ar Tiruppur at tht: toial 

L'llSl or Rs.298.82 lakh (exclusive of St:n·ire rharges of Rs. 14 .94 lakh). Contrary Ill 

the original proposal 10 fund tht: L'lllirt: project h~ wa~ or margin mollt:) :md loan 

:i:-.:1stanLT ohta111t:d h~ TFK \t1/\ I rnm tht: I :uni I '\adu Industrial lnves1mt:111 

c «npora11011 l.in111ed (Tll( ·). Tl'."~1,\ paid only R ~ . 7X .JC) lakh to the Comrrnn~ . 

The halanl'L' fund~ (Rs. 235 .]7 lakl)) were llll'l h~ the Company h} diver. ion or I( ~ 

0\\ 11 tunds clue 10 reluctance 011 the part of lTKM/\ 10 obtain loan assi stancl' from 

r11c. 

Dt:spitt: this. tht: Compan~. v. i1hout t:lllt:nng i1110 am 

.1~rL'L'llle111. obtaining an1 sernri1~ tor rt:al1 ~a1io11 of i ts major invest111t:111. formally 

ha11dt:cl o t:r (August I 995) 1 ht: rn111p kted shetb 10 TEK \ti!\ for allo1111en1 to i 1 ~ 

mt:mht:rs. In the absellL'L' of an) :ig n.:c111e111 /st:rnrily. the Company rnuld 1101 reali . t: 

11s invest1m:n1 of Rs.2J5 .J7 lakh (Octoher 1997) although mnrt: than two years had 

lapsed SlllCe handing over of the sheds. This defeated !he hasic . objective or 
prn111011011 of private industri al t:states for rt:duci11g the financial hurden of the 

Compan~ . 

ZC.7.6.J Non-realisation of excess cxpcncliturr aucl ~hort levy of service 
charges 

I t was observed that in reS(K'L't 

nr 157 sheds L'OllStructeu (/\pril 1()92 -

lku:mher 199]) at Muclalipalayam (Phase I) 

n11 behall or T1ruppur Export Knitwt:ar 

l 11clus1rial Complex SOL·iety (TEK ICS). the 

< 'trn1pa11_y rlairnt:d Rs. 1307.44 lakh only as 

Exress rxprnditure of Rs.0.56 
rror<' inrurrrd on the works 
had not been recovered evrn 
aftrr ;1 lapse of morr than 
thrrr ~· e:us in the absence of 
;my ;tgrermrnt with TF:KICS. 

against the actual expendirure or Rs. I 363 . 18 lakh incurred on the construction as 
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per 1he cash hook . Due 10 non mai111enann: of propcr n:rorcls hy the conscrucrion 

wing or the Company as discussed in Paragraph 2C.7.5. I. the reasons for excess 

could not he ensured in audit. llowcvcr. rhe execs~ expenditure ol Rs.55 .74 lakh 

inrnrred on the works had nm hecn rccm·cred (Ocroher I 997) even after a lapse of 

more lh<lll three years in rhc absence nf an~ a!!reemcnt wirh Tl :KICS 

It was also 11ot1L·cd 1h:11 1he Cumpan~ L·har!!ed a scrv1n.~ char!!C of 7 5 

per rem on the scheme expenditure in respect of 1he ahmc Phase I works. 11. 

however. levied a service charge of only 3 pa tl'llf (for reasons no1 on record) in 

respec1 of Phase II works ar rhc same plat:c. Thi s resulted in short lev\· of servi ce 

charges 10 the exrent of Rs. l(>.30 lal-.11 in respccl of Phase II works. 

2('.7.6..t ~on-realisation of clm~s and short lev~· uf service charge~ 

In respect or 147 sheds constructed 

111 Urangampatti on hehalf or Madurai Hosiery 

Industries Association (MAI llA) . rhe Company. 

which was only to act as co-ordinator of rhe 

scheme. diverted its fund s to the tune of 

The Company could not 
rcalisr its durs of Rs.3.S3 
crorr due lo 11011-excculion 

Rs.4~ 3 . 33 lakh Inwards pa! ment to a civil worl-. ron1rar1or ( Rs. 166 50 lakh l. 

clevdopmcnt works cRs. 195 .2lJ lakhl and 1111crc~lio1 hcr e:-..pe111,es 1Rs.71 .54 lakh) nn 

the loans oh1ained by MAI llA for implc111c111a1 io11o f 1he srheme. After adjus11ne111 

or gram- in-aid of Rs. 99.27 lakh received from the (jovemmetll of India under rhc 

Integrated l nfrasrructure Development Scheme. the net amount rernverahie from 

\!1AHIA under rhe scheme amou111cd to Rs.334 .06 lakh. apart from rhe balance 

scrvire charges of Rs. 18.48 lakh . In the ahsenre ot any agreeme111 / securit) . the 

Company cou ld 1101 realise its dues ol Rs.352 .54 lakh allhnugh more rhan three 

years had lapsed since handing over of the sheds 10 MAlllA . 

Thus. diversion of huge fund. to cerrain pnvale entrepreneurs in 1hc 

rhree cases mentioned ahove was 1101 only de1r imen1al to rhe financial i111erests ot 

the Company /(jovernmenr bur also ddeate<..i the basic objective of promotion of 

private industrial estates withour any financial rnmmiunenr to thl· 

Government 1( ·ompany. 
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2C.7.7 Raw material <Ji~trihntio11 and markctin~ as~istaucr 

2C.7.7.l The Compan} had been unclt:rtak i ng. 

procure111ent and di ~t rihutinn or various industrial 

raw matnials required hv SSl s and also rendering. 

marl-.cting assistance for sak of the products 

manutactured hv SSh 

F:1 ihir<' In ohl ii in proprr 

srrnrih . ;i '""' of 
lh.O.s -:- nor<' could not 

lw rr:1 I isc.•c.I. 

l 'nder this markcting assistanLT scheme. the Company had been 

participating rn the tenders floated hy various (jovern111ent 

dt:panments/organi sations on behalf or SSb enrolled with it for marketing their 

products. For this purpose. the Company qLHllL'd the ratcs obtained lrom these unit. 

tor thcir products along with it s service rhaq.!e I 3 per n •1111 in rcsrlOnse to tender~ 

1loa1cd hv various (iovcmmcnt depar1111cnts oq.!ani sation~ . On o;ccuring or order. 

from the (iovcrnment department s/or!!:ltli sations. the Company cli s1rihuted them tn 

various units enrolled with ii. 

Audit scrutiny or thi s artivity revealed the following: 

As a part or its marketing assistanre. the Company has been helping 

till' o;nrnll . cale Alumini11111 Conductor Steel Reinforced (ACSR) conductor 

manut;1cturinp. units m secure orders from the Tamil Nadu Electricity Hoard 

\ T~ EB> . In order IO enable the assisted units to adhere to thcir delivny schedules. 

the Company decided (March 1993) to supply the hasiL· raw material. 1·i: . . 

alu111inium to these units for manufacture of the same. lJnder th is proposal. the 

Co111pany was to arrange for hulk pmrnrement of aluminium from the National 

Alllminium Co111pany Li111ited (NALCO) and make pay111ents for the supplies 

1rntiall~ t rom its own funds . The alumi nium thus prom red was n::quired to he 

d1smhu1ed to the various 111anulact1Jnn!! u111t~ on crcd1t basis with a service charge 

or Rs. 250 per tonne of raw ma1erial supplied . 

Contrary to the original proposal to obtain nen:ssary hank guarantee 

or irrcvocahle leller or credit fro111 the manufacturing. units for the value qf raw 

material supplied. the Company released the aluminium to various manufacturing 

unit~ bascd on the personal guaran tee g. i ven h:v them. During the period from 

I 99~-94 tn I 99.'i -96. the Company supplied 12329.)2 tonnes of aluminium (value: 

Rs.8431 lakh) 10 various manufacturing. unit. . Due 10 thc C:ompany·s failure to 
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obtain proper security for the value ol raw material suppl1l·d on credit basis. 1he 

Company could nor realise r he rns1 of raw material amounting 10 Rs. 8(l . 90 lakh 

from eight 111a11ufm:1uri11g unirs. ThL· val idity of personal guarantee given hy rhe. c 

units hacl alrt'ady expired and 110 supply hill" of these units were pending se11lemc11t 

hy TNER. In these cin:u111sta11ces 1he ;dm\'L' dues \\l're doubtful of recovery . 

2C.8 Other points of intcn•\t 

2C .8.1 Expendit nrc on fun ct ions ancl cclchrations m cxcc~s of ccilin~ 
limit~ 

(I) The State (lovcrnment ri xed 

(September 1986) a cei ling limit of R .... . 200 

per per~on r"or prest:nta11on ol gilts h) PS1 1s 

10 their emplo~eest(iovernmt'.111 ofliL·i<1lc; on 

1111pNl.111t lh.'cac;ions like Sil ver Jubilee 

CL•lt:hrat 1(111. etc. In commemoration of the 

Sih·er Jubilee ct:lehration. thl: Company 

.\gainsl tht• prrmissihlr limit of 
l{s.0.01 7 rron·. thr Comp;111~· 

prrs<· ••t rtl l!ifls n orlh ){s.0.3..J 
rrnrr to H.t3 l'mplo~· fl•s/ 

(;ovt•rnmc•111 olliri ~ils on rom­
nu·moralion of s ilvrr juhilrr 
rrleh n1 t ion. 

prl:sentecl (February l 9C)5) gi tt s "nrth Rs. :n. 94 lakh to 84) emplo~ ees/( iovernme111 

ol f1cial~ a. againsr the pl:rmisc;ihk limil of Rs. I ()l) lakh Ill terms or the ahnve 

d i n.:c t 1 \ e. 

( j I) The Compan~ inrnrred 

ex pend i 111 re of Rs.21. 05 lt1!..h LO\\ artls 

inauguration of 1he nt:w oltice huildinp. at T:rmle 

(Rs. 1.47 lak h) . two indu~1nal L'Sl<lte ~ one each at 

Chennai (Rs. 15. lO lakh) and Bargur (Rs. 1.26 

lakh) and for celehr:11in11 or the then Chief 

Compau~· i11n1rrrd :111 
rA1w1ulit11rr of l~s.ll.2 1 

rrorr towards ina11g11-
ration of huilding. r lr .. 
"hid1 "as :1g;1inst thr 
~u itlrli nt>s of SllPL 

\lt111i s1er's birthday (Rs 1.22 lakh) ht:l\\'een Ortoher 1995 :ind March 1996 11 \!as 

observed 111 1h1s context t11tll ~l<lte PSl 's could 1nrnr t:xpencliture only up 10 Rs.0 . 10 

lakh for any inaugural func11nn as per lhL !!lliclel ines ( Auguc;t 1989) of the State 

Bureau or Public Enterprises. On a proposal ror I atitication or the above 

expenditure of Rs.21.05 lakh. the Board decided ~Septemhcr 1996) 1101 10 ratify the 

same. The Company in repl y 10 Audit state<f (Seprl:mher 1996) that the matter 

would he referred 10 the (lovernmenl. 
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2C.9 \ouclusion 

Thl' review of 1he working of lhl' Company during the live years up 

10 I 995-96 fl'\ eall'd g.ross v iolat inn o t ( iovl'rnn1L'llt u m:ct iv es leading to extra cost 

on purchase nl land and loss ol n:n·nue on sale of lands. There were al so instanrl's 

llf improper planni ng. irregular prncl'durl's in allo1111en1 of shed. /indust rial pints and 

lark or control over e:\el'lltion of ci\'il works. Further. diversion or hll~l' funds for 

selling up or a few pri ate irn.lustrial ~slates wi1hou t an~ agreement or securi1y 

rl'stiltcd in non-realisa1ion of investment. ( 'oncenecl art ion is. 1herefore. rai led for 

111 streaml111e the svstems and procedures 111 vano11s area. or operation or the 

( ·om pan~ . 

These mailers were reported to the Compan; and the (iovernment 111 

Apri l 1997; thei r repl ies had nor been rcn:ived c<kroher I 997) . 
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SECTION 3A 

TAMIL NADU ELECTRICITY BOARD 

BASIN BRIDGE GAS TURBINE PROJECT 

HIGHLIGHTS 

Tamil Nadu Electricity Board decided in July 1985 to set up 

four gas turbine units of 30 MW each at Basin Bridge to meet the peak 
Load demand of the State and to stabilise the power supply to Chennai 

city. 

{Paragraph 3A .1} 

Against the original estimated project cost of Rs.56.48 

crore, the actual project cost had gone up to Rs. 429. 40 crore which 
represented 660. 3 per cent increase against which the actual expenditure 
up to March 1997 was Rs.394.80 crore. There was also time overrun of 
43 months in implementation of the project. 

{Paragraphs 3A.4. land 3A.4.2} 

Tamil Nadu Electricity Board's failure to mak.,e use of the 
existing water tanks in the project area resulted in avoidable extra 
expenditure of Rs. 0. 55 crore on the construction of a new water tank for 
fire protection system. 

{Paragraph 3A.4.3} 

Construction of pucca houses for fuel pumps without 
ensuring their suitability for naptha based power station resulted in 
wasteful expenditure of Rs. 0. 67 crore. 

{Paragraph 3A. 4. 4} 

Non-completion of fire protection system resulted in extra 
expenditure of Rs. 1. 97 crore on the usage of HSD oil instead of naptha 

118 111 



124 REVIEW ON BBGTP 

as originally envisaged apart from idling of naptha pipeline laid at the 
cost of Rs.2.57 crore for nearly 21 months from February 1996 to 
October 1997. 

{Paragraphs 3A.4.5 and 3A.5.2} 

Delay in furnishing of various inputs like work 
fronts/drawings f01: civil works, even after receipt of main equipment, 
resulted in unfruitful payment of operation and maintenance charges 
amounting to Rs.1 .17 crore to the equipment supplier for the periods 
during which the units were not commissioned. 

{Paragraph JA .4.8} 

Decision to go in for a gas turbine project without any 
concrete plan to make it viable, despite the advice (September 1992) of 
the project consultants to explore other alternative methods, resulted in 
high cost of generation of Rs.27.83 per unit as against Rs. J. 77 per unit 
envisaged in the feasibility report .. 

{Paragraph JA .5.4} 

3A.1 Introduction 

Till 1985, Basin Bridge Thermal Power Station established in 1910 

with a total generating capacity of 90 MW was the main Source of supply of 

electricity to Chennai city . This station had, however, to be closed down (1985) 

due to ageing of the machinery installed . Considering the advantages of making use 

of the already available infrastructure at the above site. Tamil Nadu Electricity 

Board (TNEB) decided (July 1985) to set up four gas turbine units of 30 MW each 

at Basin Bridge with a view to provide stability in power supply to Che.nnai city and 

also to meet a part of the peak hour requirement of the State, which was estimated 

to be between 2076 and 2503 MW during the period from 1985-86 to 1987-88. 

The project envisaged usage of High Aromatic Naptha or Low 

Sulphur Heavy Stock (LSHS) as fuel. The Central Electricity Authority (CEA) 

cleared (October 1985) the setting up of the project at the estimated cost of Rs . 5648 

lakh. Based on the confirmation (October 1988) of supply of liquid fuels 
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(Naptha/HSD/LSD) to the extent of 50000 tonnes per annum by the Ministry of 

Petroleum and Natural Gas, the Union Planning Commission conveyed (December 

1988) its concurrence for execution of the project in the State's Seventh Five year 

Plan (1985-1990). The CEA was appointed as project consultant to provide 

complete design and engineering services for implementation of the project at a fee 

of Rs. 32. 97 lakh. 

Initially the project was to be taken up for implementation (1985-90) 

with State plan funds. However. due to change in funding pattern of the project 

(Japanese Yen credit assistance) , the project could be taken up for implementation 
' 

only in November 1990. 

Against the scheduled date of commissioning of all the four units of 

the project between January and July 1992, these were commissioned only in 

February and March 1996, thereby resulting in revision of project cost at various 

stages from Rs.5648 lakh to Rs.42939. 95 lakh as discussed in Paragraph 3A.4.2 

infra. The actual expenditure incurred on the project up to March 1997 amounted 

to Rs. 39479. 63 lakh. It was also observed that as against the cost of generation of 

Rs. l.77 per unit envisaged in the feasibility report, the cost during 1996-97 was 

Rs.27.83 per unit due to non-stabilisation of generation with naptha as main fuel, 

poor efficiency of the plant, interest burden on heavy capital outlay, etc., thereby 

affecting the viability of the project as discussed in Paragraph 3A.5.4. 

3A.2 Scope of Audit 

The implementation of the project and the performance of all the four 

units of the projecr after their commissioning (February and March 1996) were 

reviewed in audit between December 1996 and March 1997. The findings of Auctit 

are discussed in the succeeding paragraphs. 

3A.3 Project finance 

As mentioned earlier, the cost of the project was met by way of Yen 

credit assistance from Japan. In terms of an agreement entered (March 1990) into 

between the TNEB and Overseas Economic Co-operation Fund (OECF), the TNEB 

was entitled for 100 per cent Yen credit assistance towards cost of main equipment, 

civil and electrical works. This loan assistance, however, did not cover the general 
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administration expenses, taxes and duties, land cost and consultancy fees, which had 

co be borne by the ·TNEB. The loan from OECF, which carried an interest of 2 .5 

per cent per annum was repayable over a period of 20 years after an initial 

moratorium period of 10 years. Out of the totaJ expenditure of Rs.39479.63 lakh 

(including general administration expenses, taxes and duties) incurred on the project 

up to March 1997, the TNEB claimed reimbursement from OECF to the extent of 

Rs.32582.08 lakh against which the amount of Rs.30451.77 lakh had been received 

by the TNEB (March 1997) . The balance amount of Rs.2130.31 lakh was still to be 

reimbursed (March 1997) by OEC F. 

3A.4 Implementation of the project 

3A.4.1 Time overrun 

The TNEB chose to go in for gas turbine project in view of shorter 

gestation period of about two years in establishing such projects as against the 

gestation period of 7 to 10 years for setting up of thermal and hydro projects. 

However. in actual practice. the TNEB took more than five years (November 1990 

- February 1996) for establishing thi s gas turbine project. 

The original scheduled date of commissioning of the project by July 

1992 envisaged at the time of project formulation was rescheduled to December 

1992 at the time of conclusion (March 1990) of loan agreement with OECF. 

However. the first two units of the project were commissioned in February 1996 

and the other two units in March 1996. i.e., after a delay of 37 to 38 months since 

the rescheduled date of commissioning. 

The time overrun was mainly due to abnormal delay in 

finalisation of tenders for the main equipment by about 27 months 

(i.e., November 1990 to March 1993) on account of prolonged 

discussions with the consultants/foreign plant supplier and in getting 

approval from the Government and OECF; 

deciding the specification for fuel handling system (i.e., from 

February 1991 to May 1993); 
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furnishing ~f work front/drawings for general civil works; and, 

award of contracts for pile foundation/general civ il works. 

Even after commissioning, the units could not use naptha as main 

fuel as originally envisaged due to non-co'mpletion of fire protection system, thereby 

incurring extra expenditure of Rs.197.44 lakh on the usage of HSD oi l as discussed 

in Paragraph 3A .5.2. 

3A.4.2 Cost overrun 

The original project cost of 
Against the original project 

Rs. 5648 . 00 lakh prepared (October 1985) by the cost of Rs.56.48 crore, the 

project consultants, viz.. CEA was revised actual expenditure incurred 
was Rs.394.80 crore. 

thrice. This was revised (July 1989) to 

Rs.12335.10 lakh and then (July 1992) to Rs.37612.80 lakh . Based on the actual 

expenditure, the project cost was again revised (June 1994) to Rs.42939. 95 lakh 

(660.3 per cellt increase) . The details of revision are given below: 

Nature of items 

Civil works 

Main c::quipments 

Other equipmems 

Dutit:s, Taxes. 
Consultancy fees. 
etc. 

Tot.al 

Original project 
cost (October 
1985) 

175.00 

2753.00 

1369.00 

1351.00 

5648.00 

First revision 
(July 1989) 

380.00 

8244.IO 

1491.00 

2220.00 

12335.10 

(Amount - Rupees in lakh) 

Second revision 
(July 1992) 

805.80 

27901.00 

3133.00 

5773.00 

37612.80 

Third revision 
(June 1994) 

1065.95 

32820.00 

3537.00 

5517.00 

42939.95 
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ESCALATION IN PROJECT COST 
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The actual expenditure on the project up to March 1997 amounted to 

Rs.39479.63 lak.h. The increase in project cost was mainly due to increase in the 

cost of main/other equipments (Rs.26904.00 lak.h), Exchange rate variations 

(Rs.5331.00 lakh), civil works (Rs.890.95 lakh) and duties/taxes (Rs.4166.00 lak.h) 

on account of considerable time lag in the implementation of the project. 

Audit, however, noticed certain instances of avoidable/infructuous 

expenditur;, idle investment, etc. , due to various lapses on the part of the TNEB as 

discussed below: 

3A.4.3 A voidable expenditure on construction of a new water tank 

Two water tanks (D and E) with a 

capacity of 900 M3 each were in existence in the 

project site at Basin Bridge. The TNEB, 

however, without taking note of the existence of 

these tanks, finalised (February 1995) the 

contract for fire protection system which inter 

Failure to make use of the 
existing water tanks resulted 
in avoidable expenditure of 
Rs.0.55 crore on the cons­
truction of new water tank. 

alia included construction of a new water tank of 1600 M3 capacity at the cost of 

Rs.34.81 lakh. 
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After award of contract. the TNEB approached (April 1995) the 

contractor for exploring the possibility of making use of the water tanks already 

available at the project site. Although the contractor had agreed (July 1995) to 

utilise the existing tanks by carrying out certain modifications at the cost ol 

Rs.15.89 lakh (as against the cost of Rs.34.81 lakh quoted for construction of a new 

water tank). the TNEB asked (July 1995) the contractor to go ahead with the 

construction of a new water tank and reserved the two existing water tanks for 

future use. It is of relevance in this context that as mentioned in Paragraph 3A.1 

supra, the project was located at Basin Bridge mainly to cake advantage of the 

already available infrastructure facilities in the area. 

Thus, TNEB's failure to make use of the existing infrastructure as 

originaily envisaged resulted in avoidable expenditure of Rs.54.81 lakh (inclusive of 

Rs.15.89 lakh heing the cost of piles used fo r the new tanks and exclusive of 

Rs.15.89 lakh on modification of the existing tank) on the construction of a new 

water tank besides idling of the existing two water tanks. 

JAA.4 Wasteful expenditure on construction of pucca houses for fuel oil 
unloading and forwarding pumps 

The TNEB constructed ( 1995) pucca 

houses for stationing the fuel oil unloading and 

forwarding pumps at the total cost of Rs.65.25 lakh. 

It was. however. subsequently found (Fehruary 1996) 

that smce these pump houses were covered hy walls 

on all sides. any leak of naptha fumes might cause 

Construction of pucca 
houses for the fuel 
pumps without ensuring 
suitability • resulted m 
wasteful expenditure of 
Rs.0.67 crore. 

serious explosion in case of any tire accident. The TNEB further came to know that 

in Madras Refineries Limited (MRL) and Indian Oi l Corporation (IOC) terminals. 

naptha pumps were kept only in the open space to have better ventilation. The 

TNEB. therefore. removed/dismantled (April 1996) all the side walls at the 

additional expenditure of Rs.1 .66 lakh. 

Thus. construction of pucca houses for the fuel pumps without 

properly ensuring thei r su itabil ity fo r naptha based power station resulted in 

wasteful expenditure of Rs.66.91 lakh on the construction of these pucca houses. 
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3A.4.5 Locking up of funds on idJe investment 

The TN EB based on tenders 

entrusted (February 1995) the work of design. 

manufacture. supply. erection and other allied 

civil/electrical works in respect of tire protection 

system to the lowest tenderer. vi::.. . Pragati 

Pipe line laid at the cost of 
Rs.2.57 crore for transpor­
tation of naptha remained 
idle since February 1996. 

Engineering Private Limited. Calc.:utta at the total cost of Rs.364.54 lakh. Although 

the entire work was scheduled to be completed by August 1995. the work had not 

been completed yet (October 1997). The delay was mainly on account of delayed 

fi nali sation of work fronts and drawings by the contractor. However. no action was 

taken against the contractor. 

Due to non-completion of the tire protection system, the TNEB had 

to incur extra expenditure of Rs. 197.44 lakh on the usage of HSD oil as di scussed 

in Paragraph 3A.5 .2. Besides. the pipe line laid at the cost of Rs.257.33 lakh for 

transportation of naptha from the terminal of IOC to the plant site has been idling 

since February 1996 thereby resulting in loss of interest of Rs. 11.26 lakh (at the 

borrowing rate of 2.5 per cent from OECF) for the period from February 1996 to 

October 1997. 

3A.4.6 Non-fixation of appropriate recovery rates for departmental i'isue 
of cement and steel 
• 

In terms of turn-key contracts 

(December 1994 and February 1995) for switchyard 

and tire protection systems, the contractors were 

required to make their own arrangements for 

There was short recovery 
from contractor for 
cement and steel 
amounting to Rs.0.38 
rore. 

procurement of various materials like cement and 

steel required for these works. The TNEB. however. at the request of the 

contractors. supplied 897.75 to nnes of cement and 215.42 tonnes of steel at the 

rates of Rs.2657 per tonne and Rs. 16990 per tonne respectively to speed up the 

works without ascertaining the rates adopted by the contractors for such materials in 

thei r quoted rates. 
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In the absence of break-up details of the rates quoted by the 

contractors, the actual overpayment or otherwise to the contractors due to issue of 

cement/steel at departmental rates could not be assessed in audit. 

Analysis in audit, however. indicated that as per the standard 

data/schedule of rates (1993-94) adopted by the State Public Works Depanment for 

such works, the cost of materials included in the quoted rates of the contractors 

(without caking into account their profit margin) worked out between Rs .5228 and 

Rs.5768 per tonne for cement and between Rs.20258 and Rs.24158 per tonne for 

steel. Computed with reference to these rates, the actual recovery (i.e., Rs.2657 

per conne for cement and Rs. 16990 per tonne for steel) in respect of 897. 75 tonnes 

of cement and 215.42 tonnes of steel supplied to the contractor was found to be less 

by Rs.37.72 lakh. 

3A..t.7 Excess payment to a civil work contractor 

The civil works for fuel o il unloading and storage facilities e!1trusted 

(August 1994) to Techno Electric and Engineering Company at the cost of Rs. 92. 70 

lakh illfer a Lia included construction of an unloading pump house of size 42 X 7. 5 

metres at the cost of Rs.30.50 lakh. The size of the unloading pump house was, 

however. subsequently reduced dunng execution to 27 X 7.5 metres. The TNEB's 

lailure to restrict the payment to the actual size of the unloading pump house 

resulted in excess payment of Rs. 10.80 lakh to the contractor 

3A.4.8 Unfruitful expenditure on operation and maintenance 

Orders for design, manufacture and 

supply of 4 X 30 MW gas turbine generator sets 

were placed (March 1993) on Sumitomo 

Corporation. Japan and Bharat Heavy Electricals 

Limited (BHEL) on consortium arrangement at 

rhei r lowest quoted rates of Rs. 22911 Jakh. 

Delay in furnishing of 
va rious inputs resulted in 
unfruitful payment of 
maintenance charges of 
Rs.1.17 crore to the 
contractor. 

Two gas turbine generator sets ordered (March 1993) on Sumitomo 

Corporation were received between August and December 1994. In terms of the 

contract, the units were to be commissioned by January 1995. However, due to 
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delay in furnishing of various inputs like work fronts/drawings for civil works by 

the TNEB. these units could be commissioned only in February 1996. 

Though the delay was solely attributable to the TNEB. the supplier 

however ag reed for deemed handing over of the sets with effect from 9 August 

1995. The liability for payment of operation and maintenance charges arose since 

the date of such deemed handing over in terms of contract with the supplier. 

Consequently. the TNEB had to pay operation and maintenance charges amounting 

to Rs. 117.42 lakh to the contractor for the period from August 1995 to February 

1996 (i.e., up to the date of commissioning of the units) during which time these 

units were not commissioned at all. The entire expenditure of Rs .117.42 lakh 

incurred on operation and maintenance. thus. proved unfruitful. 

3A.5 Performance appraisal 

3A.5.l The Units I and II of the project were commissioned on 12 and 25 

February 1996, respectively. The other two units vi:., Unit Ill and IV were 

commissioned on 26 and 31 March 1996. respectively. 

The feasibility report as approved 
• 

(October 1985) by CEA envisaged operation of the 

plant at full capacity for six hours a day for 240 days 

in a year. However, all the four units of the project 

Due to low efficiency 
of the plant, there was 
loss of revenue of 
Rs.0.93 crore. 

were totally tn operation for 1197 hours (20.8 per cent) only during 1996-97 as 

against the envisaged operation for 5760 hours. It was also observed that duri ng the 

first year of operation (i.e., 1996-97). the plant was able to generate only 30 .34 

million units against the optimum possible generation of 35. 91 million units 

resulting in loss of generation of 5.57 million units and consequential loss of 

revenue of Rs.93.02 lakh (at the average rate of realisation of Rs.1.67 per unit) . 

The TNEB had not. however. analysed the reasons for low efficiency of the plant. 

----- -
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3A.S.2 Extra expenditure on the usage of BSD oil as main fuel instead of 
naptha 

The project envisaged usage of HSD 

oil as starting/stopping fuel and naptha as the main 

running/ load carrying fuel. The pipe line laid at 

the cost of Rs. 257 . 33 lakh for transportation of 

naptha from IOC terminal to the project site was 

Non-completion of fire 
protection system resulted 
in an extra expenditure of 
Rs.1.97 crore on the usage 
of HSD oil instead of 
naptha. 

also ready in February 1996 by which time IOC also expressed their readiness to 

spare the required quantity of naptha for running the plant. 

Despite these, the TNEB had to continue the usage of HSD oil as 

main fuel due co non-completion of fire protection system as discussed in Paragraph 

3A.4.5. Thus, due to non-usage of naptha with higher heat rate (i.e., 10200 

Kcal/Kg) as main fuel as originally envisaged, the TNEB incurred extra expenditure 

of Rs.197.44 lakh on the usage of 11.32 million litres of HSD oil (heat rate 9950 

Kcal/Kg) for generation of 30.34 mi llion units of power during the period from 

April 1996 to March 1997. 

3A.S.3 Excess consumption of BSD oil 

It was further observed that the 

heat requirement per unit of generation as 

envisaged m the design specification of the 

purchase orders with Sumitomo 

Corporation/BHEL was 2900 Kcal. Accordingly, 

for generation of 30.34 million units during 

There was an excess 
consumption of 0.62 million 
litres of HSD oil valued at 
Rs.0.46 crore for generation 
of 30.34 million units. 

1996-97, 10. 70 million litres of HSD oil was to be consumed. However , the actual 

consumption of HSD oil was 11 .32 million litres resulting in excess consumption of 

0 .62 million litres of HSD oil valued at Rs.46.45 lakh. The TNEB had not 

investigated the reasons for such excess consumption. 
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3A.S.4 Cost of generation - project viability 

Against the cosc of generation of 

Rs. l. 77 per unic envisaged in the feasibility 

report. the accual cost of generation during 

1996-97 was Rs.27.83 pa unit. The increase 

in cost of generation was due to various factors 

The actual cost of generation 
per unit was Rs.27.83 against 
the envisaged cost of Rs. I. 77 
er unit. 

such as interest burden on heavy capital outlay. high fuel cost. non-stabilisation of 

generation with naptha as main fuel. poor efficiency of the plant. heavy wastage of 

exhaust gas due to simple cyde operation. ere. 

In this contexc. it ic; relevant to mention that considering the high cost 

of generation of Rs 6. I 0 per unrt at the revised (July 1992) escalated cost of the 

project at Rs.37612.80 llkh. the consultants (CEA) advised the TNEB in September 

1992 itself (i.e., even hefore finalisation of orders for m·l:n equipment, to re­

examine the vi ability, de~ rability ot going in for gas turbine project and explore 

ocher alternative methods. The TNEB. hO\vever. without ensuring re-examining 

che viability. went ahead on the ground chat it could be comerted mm combined 

cycle operation• with cheaper Liqu1fied Natural Gas (LNG) as fuel w11h 6000 hours 

of operation per year. \vhich \.\Ould drasttcall) brmg down the per unit c.:ost of 

generation to Rs. 1.69. The TNEB had not. however. taken any effeccive action ro 

bri ng the station into combined cyde operation so as to make the project viable. 

3A.6 Conclusion 

The gas turbine project conceived in view ot shorter gestatton period 

suffered heavy slippages 111 1mplementat1on leading co huge escalation m pro_iect 

coc;t. The pro_iect also su1fered due co improper planning. non-c;ynchron sNion of 

various al.'.t1v1t1es leading to avoidable expenditure. idle investment and non­

scabi lisation of generation. The highly prohibitive cost of generation of' the project 

in the absence of any concrete p!rt11 to brmg it down would render it rather di."ficult 

to contmue the uneL:onom1c operarions of the plant in the present form. E:xpcdi ttous 

* 111 Lhe presem simple cycle o~ration . there is wastage of exhaust hot gas, which is let into 
the atmosphere. In a combined cyde. the waste exhaust gas is recycled and used for 
further generation. 

I 
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remedial measures are. therefore, called for so as to derive optimum benefit on the 

investment of Rs. 39480 lakh made i!1 the project. 

These matters were reported to the TNEB and the Government in 

May I 997; their rep lies had not been received (October I 997). 



SECTION JB 

TAMIL NADU ELECTRICITY BOARD 

MATERIAL MANAGEMENT 

HIGHLIGHTS 

The annual purchases of various materials by the Tamil 
Nadu Electricity Board had registered threefold increase from Rs. 400 
crore to Rs.1200 crore over a decade from 1986-87 to 1996-97. The 
procurement/inventory operations of the Tamil Nadu Electricity Board 
suffered f rom various system/procedural deficiencies like absence of 
centralised purchase organisation. non-preparation of material 
budgeting, wn-maintenance of vendor rating registers, absence of 
scientific method of analysis to control inventory holdings, etc. 

{Paragraphs 3B. 1, 3B. 2 and 3B. 4} 

Due to non-finalisation of tenders within the 
ongi11al!exte11ded validity periods, the Tamil Nadu Electricity Board 
mcurred extra expenditure of Rs. 2. 78 crore on the purchase of 
underground cables and copper control/aluminium cables at higher rates 
from the second Lowest tenderer and through retenders. 

{Paragraphs 3B.5. 1 (a) and (b)} 

• Non-adoption of cheaper proven improved design for 
230111 O KV aouble circuit transmission towers resulted tn extra 
expendlture of Rs. 4. 08 crore on the purchase of 1I53 such towers during 
the perwd from January to September 1995. 

{Paragraph 3B.5.2} 

Piecemeal purchase of RTS grills and certain other 
materials like cables, G.I. pipes, etc .. through limited tenders without 
ensuring the reasonableness of rates resulted in extra expenditure of 
Rs. 10.34 crore. 

{Paragraphs 3B.5.3 (a) and (b)} 
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Non-regulation of purchase to actual/field requirements and 
improper assessment of requirements resulted in idling · of 
materials/equipment worth Rs. 5. 21 crore for periods ranging from 12 to 
32 months and consequent loss of interest on locked up fends amounting 

to Rs. 1. 32 crore. 

{Paragraphs 3B.6.2, 3B.6.3, and 3B.6.4} 

Non-finalisation of tenders within the validity· period 
resulted in loss of Rs. 1. 43 crore on the sale of 383. 76 tonnes of copper 
scrap at lesser rates on re-tendering. 

{Paragraph 3B. 7. 1} 

3B.1 Introduction 

Tamil Nadu Electricity Board (TNEB) spends every year considerable 

amount on purchase of various materials required for both capital and operation and 

maintenance works. The annual purchase of the TNEB had registered threefold 

increase from Rs.400 crore to Rs. 1200 crore over the decade from 1986-87 to 

1996-97. In the context of ever increasing expenditure on purchases, the TNEB has 

to exercise an effective and proper control over its material purchases, distribution 

and storing so as to make them more cost effective. • 

3B.2 Organisational set up 

The TNEB has no centralised purchase organisation to co-ordinate the 

procurement and distribution activities of various wings of the TNEB. At the apex 

level, there is a tender committee consisting of Chairman, Member (Accounts), 

Member (Generation), Member (Distribution) and the Chief Engineer dealing with 

the concerned tender/purchase. The tender committee lays down the general policy 

on procurement. The powers for purchase of various materials are largely vested 

with three Chief Engineers, viz., 

the Chief Engineer (Material Management) for assessing and 

purchasing the requirements of Distribution Circles. 
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Chief Engineer (Transmission) for procuring the requirements of 

General Construction Circles engaged in setting up of sub-stations 

and laying of new transmission lines. 

Chief Engineer (Projects) for procurement of materials required for 

implementation of various generation projects. 

Besides. eight Regional Chief Engineers , Chief Engineers in-charge 

of thermal stations and Superintending Engineers of various circles are also 

empowered to procure the required materials within the monetary powers delegated 

to them. 

The purchase powers ·delegated to the various authorities in terms of 

TNEB's Tender Regulations (August 1991) are as indicated below: 

Authority 

(i) Board 

(ii) Board Level Tender Committee 

(iii) Chief Engineer 

(iv) Superinte11'1ing Engineer 

3B.3 Scope of Audit 

(Amount - Rupees in lakh) 

Value of Purchase 

Open Te~der 

Without any limit 

600 

100 

2 

Limited Tender 

Without any limit 

60 

8 

0.25 

Certain aspects relating to material management in the TNEB were 

reviewed and included in the Report of the Comptroller and Auditor · General of 

India for the year ended 31 March 1988 - No.4 of 1989 (Commercial) . The 

recommendations of the Committee on Public Undertakings (COPU) on this Report . 

are contained in its 2211
d Report presented to the State Legislature on 4 October 

1991 . The present review conducted between November 1996 ~d April 1997 

covers various aspects relating to procurement, di stribution and utilisation of 

materials with particular reference to transmission and distribution works for the 

last five years up to 1996-97. Follow-up or otherwise of the action taken on some 

of the important recommendations of COPU has also been discussed in the relevant 

paragraphs of the present review. 
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3B.4 General system/procedural deficiencies 

The following general system/procedural deficiencies were noticed 

during the course of test check of transactions (1992-93 to 1996-97) relating to 

purchases, distribution and stocking of material s by the TNEB. 

Absence of ABC or other scientific method of analysis to control 

inventory holdings. 

Non-preparation of material budgeting despite COPU's 

recommendation (October 1991) for preparation of the same. 

Non-preparation of a list of pre-qualified tenderers for various 

materials based on the past performance data obtained from the 

various fi eld offices and other State Electricity Boards contrary to the 

TNEB's directives (August 1991). 

Non-implementation of the recommendation (October 1991) of 

COPU for maintenance of vendor rating registers recording the 

performance of various suppliers/contractors regarding quality of 

materials supplied, adherence lo various tender conditions, etc., 

despite TNEB 's Tender Regulations (1991). 

Absence of standardi sed specification for various major supply 

items/materials. 

Absence of any system to compare the actual quantity procured 

against quantity approvals obtained from the Board/Regional level 

tender committees. 

Improper maintenance of Register of firms for supply of each item of 

material , plant and equipment, contrary to the TNEB's standing 

instructions (January 1971). These registers had not been kept item­

wise and updated. 

Non-recording of reasons for going in for limited tenders instead of 

open tenders, in violation of the terms of TNEB's Tender Regulations 

(1991 ). 
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3B.5 Irregularities in purchase of materials 

Audit noticed instances of avoidable extra expenditure due to various 

lapses on the part of the TNEB as discussed below: 

3B.S.l Avoidable extra expenditure due to non-f"malisation of tenders 
within the original/extended validity periods 

(a) In response to open tenders (June 

1994) for supply of 250 KMs. of 3.5 X 120 

Sq.mm. and 120 KMs. of 3.5 X 240 Sq.mm. 

underground cables. the lowest offers received 

from Vikas Cable Company, New Delhi were 

Failure to finalise the 
tenders within the validity 
period resulted in avoidable 
expenditure of Rs.2.36 
crore. 

found to be acceptable. The offered F.O.R. destination rates at Rs.158971 per KM 

for 3.5 X 120 Sq.mm. and Rs.310472 per KM for 3.5 X 240 Sq .mm. cables were 

vaJid up to 9 and 15 October 1994 respectively . 

Due to non-finalisation of tenders within the validity period, the 

TNEB had to procure a part of its immediate requirements (i.e., 60 KMs. of 3.5 X 

120 Sq.mm. and 30 KMs. of 3.5 X 240 Sq.mm. cables) through fresh limited 

tenders (December 1994) and the balance through open tenders (August 1995) from 

various firms at higher rates. 

These rates were found to be higher by Rs.47069 to Rs .59735 per 

KM . for 3.5 )( 120 Sq. mm. and Rs.59048 to Rs.85016 per. KM. for 3.5 X 240 

Sq. mm. cables respectively, as compared to the rates received against the orig inaJ 

tenders (June 1994). Thus, the TNEB 's failure to finaJise the original tenders well 

within the validity period resulted in avoidable expenditure of Rs.236.45 lakh on 

procurement of these cables at higher rates. 

The TNEB attributed (March 1997) the non-finaJisation of original 

tenders within the vaJidity period to delays in getting the vendor rating and factory 

inspection details of the lowest tenderer. It was, however, observed that both the 

vendor rating and factory inspection details of the lowest tenders were received (18 

July 1994) by the TNEB long before the expiry ( 15 October 1994) of vaJid ity of the 

originaJ offers . 
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(b) Likewise, in respect of open 

tenders (September 1994) for supply of 480 

KMs. of copper control cables and aluminium 

power cables of various sizes in three lots (Lots 

I to lll), the lowest acceptable offers of 

Paramount Corporation Limited for all the three 

lots for the total value of Rs. 386. 04 lakh were 

Delay on part of Board in 
finalising the tenders and 
lack of effective follow-up to 
secure timely clearance from 
the Government resulted in 
avoidable expenditure of 
Rs.0.42 crore. 

valid up to 31 January 1995. The TNEB, however, did not finalise the offers 

within the validity period but decided to place orders on this lowest offerer only on 

14 March 1995 pending receipt of extension of validity period from the offerer. 

Since the above purchase proposal exceeded over Rs . 1 c rore, the TNEB sought (20 

March 1995) the approval of the State Government as required in terms of 

Government directives (May 1991). The Government accorded approval for the 

proposal on 23 July 1995. 

Due to refusal (April 1995) of the lowest tenderer to extend the 

validity of the offer for Lot No . I covering supply of 250 KMs. of cables, the TNEB 

had to place orders (July 1995) on the second lowest tenderer viz., Elkay Telelinks 

Private Limited at the originally quoted higher rates for the total value of Rs .227.13 

lakh. In respect of the remaining two lots for supply of 230 KMs. of cables also, 

the TNEB could not finalise the order even within the extended period of validity 

(i.e., up to 30 June 1995) offered by the lowest tenderer due to delay in receipt of 

approval from the Government for the proposal . The TNEB had, therefore, to . 
procure the quantity (230 KMs.) covered under these two lots at higher rates based 

on retenders (October 1995) for the total value of Rs.200.68 lakh. • 

Thus, delay on the part of the TNEB in finalising the tenders coupled 

with lack of effective follow-up to secure timely clearance from the Government 

resulted in avoidable expenditure of Rs.41 . 77 lakh. 

The Chief Engineer (Transmission) in reply stated (July 1996) that 

the validity period of 120 days specified in the tenders/offers was quite insufficient 

to finali se the tenders. In this context, it is relevant to mention that on an audit 

comment regarding non-finalisation of tenders within the time frame of 90 days 

prescribed by the TNEB, COPU had recommended (October 1991) that the TNEB 

should carefully monitor the finalisation of tenders so as to adhere to the time 

schedule presc ribed . 

J 
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3B.5.2 Loss due to non-adoption of proven improved design 

In order to reduce the cost of 

2301110 KV double circuit transmission 

towers, the TNEB entrusted (October 1992) 

the task of evolving an improved design for 

such towers to Larsen and Toubro Limited at 

Non-adoption of cheaper 
proven improved design of 
towers resulted in an extra 
expenditure of Rs.4.08 croa·e. 

the total cost of Rs.38.27 lakh. The prototype towers manufactured based on the 

improved design after successful completion of testing were received by the TNEB 

between February and October 1994. The TNEB noticed (October 1994) that 

adoption of this improved design would reduce the weight of such towers by 14. 79 

to 38. 98 per cent as compared to t!le weight of towers hitherto used by it . This, in 

turn, would result in cost reduction due to lesser requirement of basic raw materials 

such as zinc. steel. etc. 

Despite this, the TNEB had not adopted the improved design in 

respect of orders for supply of 1153 numbers of such towers finali sed between 

January and September 1995. Due to non-adoption of the cheaper proven improved 

design, the TNEB had incurred an extra expenditure to the extent of Rs.408.33 lakh 

on the above purchase. 

3B.5.3 Extra expenditure due to procurement of materials through 
• limited tenders 

(a) Regional Chief Engineers were 

empowered to purchase their requirement of 

materials up to Rs. 8 lakh at a time through 

limited tenders. It was observed that the Ribbed 

Tar Steel (RTS) grill s meant for casting concrete 

Piecemeal purchase through 
limited tenders resulted in an 
extra expenditure of Rs.8. 72 
crore. 

poles used for stringing distribution lines constituted a maj or share of the purchases 

made by the various Regional Chief Engineers. The average annual purchase of 

RTS grill s by each of the Regional Chief Engineers of the TNEB was of the order 

of Rs.324 lakh. 

Test checks in audit of the purchase of RTS grills in four (Madurai. 

Coimbatore. Vellore and Chennai) out of eight Regional Chief Engineers' Offices 

during the three years up to 1996-97 revealed the following: 
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(i) The Regional Chief Engineers were resorting to piecemeal purchase 

of RTS grills every now and then based on limited tenders obtained from certain 

selected firms. It was observed that in Regional Chief Engineer's office at 

Madurai, tender enquiries were sent at a time to maximum of five to fifteen 

registered firms as against fifty nine firms registered with it for supply of these RTS 

grills. This deprived the benefit of obtaining more competitive offers. Further, the 

purchase orders had also been split up in such a way (i.e., by placing four or five 

orders on the same day) so as to bring them withiri the financial powers of the 

Regional Chief Engineers. Audit observed that the varue of orders thus spli t up 

during the period from April 1994 to March 1996 in four regions amounted to 

Rs.2811.50 lakh. 

(ii) The reasons for purchase of RTS grill s through limited tenders in 

preference to open tenders were not recorded , though requi red as per the TNEB's 

Tender Regulations (August 1991). 

(iii) The reasonableness of the rates obtained/accepted through limited 

tenders was also not ensured. It was , however, observed that the rates accepted for 

purchase of RTS grill s during the period from April 1994 to May 1996 through 

limited tenders were abnormally higher as compared to the rates subsequently 

obtained/accepted (September and November 1996) against the open. tenders as 

detailed below: 

Type of RCC grills 
(length in metres) 

7.50 

8.00 

9. 14 

Limited tender accepted rates per 
grill during April 1994 to May 
1996 

563 .00 (Q 893.34 

730.00 to 933.52 

1495.00 to 2157.85 

(Amount - Rupees) 

Open tender accepted rates per grill 
during September and November 1996 

518.99 

603.52 

1328.16 

Thus, piecemeal purchase of RTS gri lls through limited tenders 

instead of through open tenders without ensuring the reasonableness of rates resulted 



l ·U R.EVlEWO MATERIAL M 

in extra expenditure of Rs.871.87 lakh on purchases of 2.69 lakh gri lls of different 

sizes during the period from Apri l 1994 to May 1996. 

(b) Similarly in respect of 

purchase of certain other items of 

materials through limited tenders from 

Purchase through limited 
tenders resulted in an extra 
expenditure of Rs. l.62 crore. 

selected firms without ensuring the reasonableness of the rates, the TNEB incurred 

extra expenditure of Rs.161. 76 lakh with reference to the rates subsequently 

obtained under open tender system as detailed below: 

>I . 

'\o. 

(1) 

( I) 

(2) 

(3) 

(4) 

Region 

(2) 

Chennai 

Chennai• 

Chennai , 
Madurai , 
Veil ore, 
Coimbatore, 
Salem, 
Trichy, 
Tirunelveli 

Chennai. 
Vellore, 
Tirunelveli, 
Trichy, 
Madurai 

Total 

(Am ount - Rupees in la kh) 

Material Period of Quantity Limited Period of AccepCed Loss on 

purcha.~e 

(3) (4) 

3.5 X25 J une 
Sq.mm 1995 
under-
ground 
cables 

Pillar 
boxes of 
various 
types 

Alumi­
nium 
paints 

G.I. 
earth 
pipes 

Decem­
ber 1995 
to May 
1996 

.luly 
1995 to 
May 
1996 

May 
1995 to 
April 
1996 

purchased tender wbse-

purcha.se quenl 

rate open 

tender 

(5) (6) (7) 

I 90 Kms 94770 August 

1442 
Nos. 

94225 
litres 

per Km. 1996 

13343.29 August 
to 1996 

19044.00 
each 

59.25 to Septem-
120.60 ber 
per litre I 996 

open 

tender 

rates 

(8) 

80936.30 

11961.12 
to 

17062.94 
each 

38.50 per 
litre 

38500 
Nos. 

300 to Febr u- 155.60 
428 each ary 1997 each 

purchase 

through 

limited 

tenders 

(9) 

26.28 

22.86 

33.92 

78.70 

161.76 
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3B.5.4 Extra expenditure due to non-adherence to Government/TNEB 
directives 

During the period from 1987 

to 1993. the TNEB had been regularly 

entering into annual rate contract with 

Tamil Nadu Small Industries Corporation 

Limited (TANSI) for the purchase of nine 

items of line materials like transformer 

Extra expenditure of Rs.1.75 
crore incurred by the Board on 
purchase of line materials 
through limited tenders in 
contravention of the directives 
of the Government. 

structural materials. c ross arms, HT /LT fi tti ngs. stay sets. etc. This rate contract 

was in accordance with the Government directives (December 1984/May 1991) 

requi ring purchase of the requirements of Government organisations/agencies from 

certain specified priority institutions. 

However, during 1994-95. due to non-supply of indented quantities 

by TANSI. the TNEB decided (November 1994) to procure only 20 per cent of its 

requirements of line materials for the year 1994-95 from TANSI. In terms of 

Government directives (May 1991). in cases wherein the priori ty institutions could 

not supply the materials/services required by the Government agencies, open tender 

system should be fo llowed for procurement of such items. However, in 

contravention of all the above directives, the regional offices of the TNEB resorted 

(August 1994 - November 1996) to procurement of these line materials through 

limited tenders from certain firms without ensuring the reasonableness of the rates . . 
In the absence of open market rates during the above periods, the actual extra 

expend iture incurred by the TNEB on the purchase through limi ted tenders could 

not be assessed in aud it. It was, however, observed that in four out of eight regions 

test checked in audit, the ordered (August 1994 - November 1996) rates through 

limited tende rs ranged between Rs.164.08 and Rs.6589.05 each depending upon the 

nature of items. These rates were found to be higher as compared to the rates (i. e., 

Rs. 88 to Rs.434 1 each) under rate contract subsequently concluded (December 

1996) with T ANSI. Computed with reference to thi s rate contract (December 1996) 

rates. the extra expenditure incurred by the TNEB on the purchase (August 1994 to 

November 1996) of the line materials through limited tenders in contravention of 

the di rectives of the Government amounted to Rs.175 .20 lakh. 

2/9-24 
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3B.6 Inadequate inventory control 

3B.6.1 The TNEB had not fixed the maximum, minimum and economic re-

ordering levels even for major items of stores like conductors, transformers, cables, 

etc., despite COPU's recommendation (October 1991) for fixation of the same. 

As a result, Audit noticed instances of locking up of the TNEB's 

funds on idle inventory due to various reasons such as non-regulation of purchases 

to actual/field requirements, improper assessment of requirements, etc., as 

discussed in the succeeding paragraphs. 

3B.6.2 Non-regulation of purchase to actual requirements 

Out of 420 numbers of 11 KV 

outdoor Vacuum Circuit Breakers (VCBs) 

received (cost Rs.799.60 lakh) during 

November 1995 to March 1996 for meeting the 

Non-regulation of purchase 
to actual requirement 
resulted in locking up of 
funds of Rs.3.83 crore. 

requirements of Transmission and Distribution (T&D) programme for 1995-96, 201 

VCBs costing Rs .382.66 lakh were lying idle (March 1997) even after meeting the 

T&D requirement for 1996-97. Thus, non-regulation of purchase of VCBs to actual 

requirements resulted in locking up of the TNEB's funds of Rs.382.66 lakh for over 

one year. The loss of interest on the locked up funds at the TNEB's borrowing rate 

of 18 per cent for the period from April 1996 to March 1997 amounted to Rs.68.88 

lakh. 

3B.6.3 Purchase of material without taking note of field requirement 

In December 1993, the TNEB 

placed an order on Industrial Cables (India) 

Limited for supply of 16.25 KMs. of 11 KV 

3 X 70 Sq.mm. XLPE underground power 

cables for use in Tirupur Urban Development 

Area. The above size of the cable was 

Failure to make correct 
assessment of size of the cables 
resulted in locking up of funds 
of Rs.0.49 crore and loss of 
interest of Rs.0.24 crore. 

decided upon based on the load pattern prevalent in the area during 1989. 

Immediately after the placement of the order, the Superintending Engineer, 

Coimbatore (South) informed (January 1994) the TNEB about the unsuitability of 
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the proposed cable due to its inadequate current carrying capacity in the context of 

complete change in the loading pattern of the area. Despite this, the TNEB went 

ahead with the purchase and these cables were received between April and July 

1994 at the total cost of Rs .83.38 lakh. 

Due to the TNEB's fai lure to make correct assessment of the size of 

the cables consistent with the load pattern of the area, 9.60 KMs. (excluding 6.65 

KMs. utilised elsewhere) of the above cables costing Rs.49.26 lakh were still lying 

idle (March 1997). This resulted in locking up of the TNEB's funds of Rs.49.26 

lakh for more than 32 months and consequential loss of interest of Rs.23.64 lakh (at 

the rate of 18 per cent) for the period from August 1994 to March 1997. 

3B.6.4 Locking up of funds due to improper assessment of requirement 

(a) Six numbers of 22 KV outdoor 

control and metering cubicles (cost: Rs.30. 15 

lakh) received (September - October 1994) for 

use in new high tension service connections 

and sixty numbers of indoor metering cubicles 

Absence of proper assess­
ment of actual requirement 
resulted in locking up of 
funds to the extent of 
Rs.0.62 crore. 

(cost: Rs.31.56 lakh) received (July 1993 - March 1995) for installation m sub-

station to assess the transmission and distribution losses were not put to use (June 

1997) even after a lapse of 32 and 27 months, respectively. This indicated absence 

of proper assessment of actual requirements . The reasons for no~-utilisation of 

these equipments were, however, not analysed by the TNEB. As a result of non­

utilisation of these equipments, the TNEB' s funds to the extent of Rs.61. 71 lakh 

were locked up, thereby resulting in loss of interest of Rs .27.25 lakh (at the rate of 

18 per cent) for the period from August 1993 to June 1997. 

(b) Similarly, five out of twelve numbers of 33 KV outdoor control and 

metering cubicles received (September and November 1994) at the total cost of 

Rs.64.83 lakh for installation in new high tension services were diverted (March 

1995) to the General Construction Circle, Tirunelveli without any specific need. 

The reasons for this diversion were, however , not on record . Consequently, all 

these five numbers of 33 KV outdoor control cubicles were still lying idle (June 

1997) . This resulted in locking up of the TNEB's funds of Rs.27.01 lakh for 31 

months and consequential loss of interest of Rs .12.56 lakh (at the rate of 18 per 

cent) for the period from December 1994 to June 1997 . 

. . 
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directives, improper assessment of requirements, irregular tender procedures, etc., 

leading to avoidable extra expenditure and excess/idle inventory holdings. 

Corrective measures are, therefore, called for to streamline the systems and 

procedures with a view to exercise an effective control over material purchases, 

distribution and inventory so as to make them more cost effective. 

These matters were reported to the TNEB and the Government m 

May 1997; their replies had not been received (October 1997). 
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SECTION 4A 

TAMIL NADU INDUSTRIAL INVESTI\.1ENT CORPORATION LIMITED 

4A.1 Loss of revenue on disinvestment of shares 

The State Government 

evolved (June 1991 and June 1993) 

the following guidelines for 

disinvestment of equity shares held by 

the Company in its assisted units: 

ue to disinvestment of its 
shareholdings on a single off er without 
obtaining competitive offers, the 
Company was deprived of the 
opportunity of earning additional 
revenue of Rs.30.33 crore. 

The valuation of the shares has to be done with reference to 

investment value, net worth value, market value, yield value and face 

value of shares and the highest of the prices thus determined has to be 

taken as minimum disinvestment value of these shares. 

In determining the market value of shares, the average of the rates 

quoted in Chennai Stock Exchange during the three months 

immediately preceding the date of offer or date of orders fo r 

disinvestment, whichever is higher, shall form the basis for arriving 

at the market price of shares to be disinvested. 

The shares are required to be offered first to the promoters. In case 

of their non-acceptance of the offer, the shares are to be next offered 

to institutions like Unit Trust of India (UTI), Life Insurance 

Corporation (LIC), Mutual Funds and banks by calling for offers 

from them. If they also do not come forward , then the shares are to 

be offered to the public through brokers. 

The Company held 1410540 equity shares of Rs. 10 each in one of its 

assisted units, viz .. South India Shipping Corporation Limited (SISCO). 

In September 1993 , Essar Shijjping Limited (ESSAR) approached the 

Company for purchase of these shares for the total consideration of Rs.4700.06 lakh 

(i.e., at the rate of Rs .333.21 per share) . The above proposal was favourably 

considered (October 1993) by the Board of the Company on the ground that they 

.. 

• 
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were the original promoters of SISCO and their offered rates were in accordance 

with the guidelines of the Government. 

The Government also accorded (8 December 1993) approval for 

acceptance of the above offer of ESSAR. The Company, however, made (15 

December 1993) a counter offer of Rs . 375 per share based on the average stock 

market rates of these shares during the three months immediately preceding the 

orders of the Government, for which ESSAR had also agreed . Accordingly , the 

Company confirmed (December 1993) the sale of its 1410540 shares in SISCO to 

ESSAR for the total consideration of Rs. 5289.53 lakh. 

The above disinvestment decision was found to be detrimental to the 

financial interests of the Company in view of the following : 

ESSAR were not the original promoters as evidenced from the 

pattern of share holdings held by SISCO as obtained (March 1991) by 

the Company. They secured control of SISCO subsequently by 

acquiring substantial shares from the Insurance Companies and 

others. As such, acceptance of the lone offer of ESSAR on the 

ground that they were the promoters of SISCO lacked justification. 

The share price of SISCO had shown a steady upward trend from 

Rs.326 per share at the beginning of November 1993 to Rs.590 per 

share since 9 December 1993 (i.e., prior to Company's counter-offer 

for disposal of these shares at Rs.375 per share) which had further 

gone up to Rs. 650 per share by the end of December l 993. 

The Company held surplus funds ranging from Rs.294.30 lakh to 

Rs.987.29 lakh (after meeting all its commitments and loan 

disbursements) during the period from April to September 1993. The 

Company also reported to the Board/Government in October 1993 

(i.e., at the time of this disinvestment decision) that it was not in cash 

crunch. Therefore there was no need for this distress sale especially 

in the context of the steadily increasing market trend in tht! price of 

SISCO's shares. 

Since the price of shares as determined based on the guidelines laid 

down by i.he Government was only the minimum disinvestment value 
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of shares, the Company could have taken advantage of market trends 

by obtaining competitive quotations from other sources. Moreover, 

sale of shares in block would normally fetch higher sales realisation. 

It is also of relevance in this context that there was an offer (July 

1993) from Alpha Marines, Bombay for purchase of the Company's 

emire share holdings in SISCO either at market rates or at mutually 

agreeable rates. This offer was not at all considered . Nor was the 

fact of receipt of this offer brought to the notice of the Board at any 

time. 

In view of the foregoing, disinvestment of the Company's share 

holdings in SISCO based on a single offer without obtaining competitive offers from 

other sources deprived the Company the opportunity of earning additional revenue 

of Rs.3032.66 lakh on the disinvestment of 1410540 shares of SISCO (computed 

with reference to the market rate of Rs .590 per share. prevalent prior to the 

Company's counter-offer for. di sposal of these shares at Rs.375 per share) . 

Further, while the Government accorded (December 1993) approval 

for transfer of these shares in favour of ESSAR, transfers were actually 

effected/made in the names of six of their nominees (Merchant Bankers) stated to be 

the associates of ESSAR, in contravention of the directives of the Government. 

The Government in reply stated (October 1997) that the price at 
• 

which these shares were disinvested was a cause for concern and the matter had 

been referred to the Director of Vigilance and Anti Corruption. 

4A.2 Irregular sanction of short term loans 

Considering the risks 

involved in short term loan assistan<::e t6 

industrial units, the State Government 

directed (February 1995) the Company not 

to entertain such type of lending. 

Accordingly , fresh short term lending was 

stopped in February 1995. 

Due to irregular sanction of loans 
and ineffective pre-sanction 
appraisals, the Company could not 
realise overdues of Rs.9.65 crore 
from 47 out of 60 units. 
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However, in contravention of the above directive, the Company, 

without the approval of the State Government and for reasons not on record, 

revived the scheme of sanction of short term loans ranging from Rs. 25 lakh to 

Rs.250 lakh to industrial units in March 1996. inter alia subject to the following 

guidelines: 

• 

These loans were intended to meet the urgent fund requirements of 

the existing industrial units and were not available for expansion and 

service purposes; 

These loans which carried an interest rate of 23 per cent were to be 

released only on execution of required documents and were repayable 

within a maximum period of 18 months; 

The assistance under the scheme should not exceed the term loan 

amount sanctioned to the unit and should not also be in excess of 50 

per cent of the average turnover of the units during the last three 

years of operation; 

Collateral security at 150 P.er cent of the assistance should be 

obtained in the form of freehold landed property, fixed deposit 

receipts , listed blue chip shares , etc. 

During the period from March to June 1996, the Company di sbursed 

Rs.4241 lakh as short term loans to 60 industrial units. Audit noticed gross 

violation of the guidelines prescribed in sanction of these loans as detailed below: 

SI. 
No. 

(1) 

Nature of violation 

(2) 

(I) Sanction of shon term loans exceeding 

(a) Tenn loans 

(II) 

(b) 50 per cent of the average turnover of the 
assisted uuits during the last three years 

Disbursemem of loans before execution of 
documents 

Number of 
units involved 

(3) 

13 

4 

4 

(Amount - Rupees in lakh) 

Amount of short term 
loans sanctioned 

(4) 

918 .00 

620.00 

330.00 
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(l) (2) (3) (4) 

(Ill) Sanction of loans for ineligible purposes (like 5 350.00 
expansion repair works, Lrading, etr. ) 

( IV) Release of loans based on intlaced value of 4 265.00 
security offered at R<; .3 .46 crore as againsc 
the independent assessment of Rs.0.51 crore 
without any cross verificaLion/ assessment 

Due to irregular sanction of loans and ineffective pre-sanction 

appraisals, the Company could not realise (February 1997) overdues to the tune of 

Rs. 965 .13 lakh from 47 out of the 60 units assisted during the period from March to 

June 1996. 

These matters were reported to the Company and the Government in 

May 1997; their replies had not been received (October 1997). 

TAMIL NADU INDU TRIAL DEVEWPMENT CORPORATION LIMITED 

4A.3 Irregular release of loans - non-realisation of dues 

Tamil Nadu Industrial 

Development Corporation Limited (TIDCO) 

is engaged in the promotion of large scale 

industries in joint/associate sectors with 

private participation. In October 1993, Elcot 

New Era Technologies Limited (ELNET), a 

joint venture company of Electronic 

Release of the loan to ELNET 
in contravention of Board's 
directive without adequately 
safeguarding financial interests 
resulted in non-rialisation of 
loan amounting to Rs. I crore 

Corporation of Tamil Nadu Limited (ELCOT) , another Government Company, 

apprqached TIDCO for a loan of Rs.50 lakh, repayable on call basis at the then 
prevailing market rate of interest. 

Howevt!r, the Board of Directors of TIDCO did not accede 

(November 1993) to the request of ELNET. The Board further directed (November 

1993) the Company to invest its surplus funds only with dividend paying joint sector 

Companies of TIDCO, Public Sector Companies and banks. Despite this, based on 

a subsequent request (October 1994) received from ELNET (which was not a joint 

sector company of TIDCO), the then Chairman and Managing Director of TIDCO, 



158 SECTION 4A 

without the prior approval of the Board. released (November - December 1994) 

Rs.100 lakh as loan repayable on call basis at an interest rate of 16.25 per celll 

(payable in monthly instalments). The Company. however, failed to safeguard its 

interestS with adequate security like bank guarantee and released the loan based on 

the personal guarantee of the Managing Director of ELNET. which was against 

principles of financial prudence. The matter of sanction of loans to ELNET was 

brought to the notice (February 1995) of the Board only after the disbursement of 

loan and was got ratified. 

Although the loanee -company (ELNET) defaulted in payment of 

monthly interest since September 1995, TIDCO called back the loan along with 

interest only in June 1996. However. the principal and interest due amounting to 

Rs. 113.37 lakh had not been received (October 1997) and the Company was yet to 

t:ategorise the entire loan as non-performing as.set as per the norms tixed by the 

Resave Bank of India. 

The Company in reply stated (February 1997) that legal action for 

liquidation of ELNE'f for realisation of its dues had been initiated. The Company, 

however, subsequently found (March 1997) that the loans obtained in favour of 

ELNET \\-ert! transferred into the personal account of the private co-promoter acting 

as the Managing Director of ELNET. The Company had not invoked the personal 

guarantee obtained from the Managing Director of ELNET. The matter was stated 

to be under investigation by the State Criminal Investigation Department. 

Thus. release of the loan to ELNET in contravention of the Board 's 

directives without adequately safeguarding its interests with proper scrnrity resulted 

in non-realisation of dues of Rs 113.37 lakh (including imerest of Rs.13.37 lakh) . 

The Government in its reply (August 1997) accepted the facts and 

stated that the action would be taken against the officers concerned. 
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4A.4 lnfructuous expenditure due to abandonment of Singapore Trade 
Corridor Project 

The Government of India 

(GOI) proposed (1989) to establ ish an 

" Indo-Singapore Trade Corridor" (project) 

to enable entrepreneurs from Singapore to 

set up industries in India. The concept 

envisaged development of international 

quality industrial infra-structure to attract 

foreign investment. At the instance of the 

Failure of the Company to 
acquire !he land for the 
project, non-identification of 
foreign co-promoter, apathy on 
the part of Indian co-promoter 
and existence of another firm, 
resulted in an infructuous 
expenditure of Rs.0.59 crore. 

State Government. GOI agreed (1989) to the proposal to locate the project at 

Chennai in view of certain locational advantages like proximity to Singapore and 

existence of a good seaport and airport . Implementation of the project was 

entrusted by the State Government to the Company (TIDCO) , which is mainly 

engaged in promotion of industries in joint/associate sector with private 

participation. The Company accordingly identified (January 1993) a vast stretch of 

land of about 2450 acres (i.e., 1393 ac res of Government poromboke lands and 

1057 acres of patta lands) at Sholinganallur in Chenglepet di strict for location of the 

project. Although the private patta lands (1057 acres) were occupied by Ex­

servicemen and Pensioners ' Association and Ex-servicemen League for nearly three 

decades , the Company failed co obtain their consent for parting of their lands 

beforehand. As a result, the acquisition of the proposed area was n~t smooth and 

stay was also obtained (January 1993) by the occupants from the Courts. 

Despite this, even without resolving the dispute and ensuring the land 

required for the purpose, the Company entrusted (Feb11:1ary 1993) the task of 

preparation of concept paper and feasibility report for the project to a private firm , 

viz., Feed Back Ventures and Collaboration Services Limited at a fee of Rs. I I lakh. 

Their services were also proposed to be retained for a .period of one year from 15 

July 1993 to assist the Company in the implementation of the project on a retainer 

fee of Rs .1. 70 lakh per month. 

Meanwhile the visit (January 1993) of a high level team (comprising 

of officials of the State Government, Company, consultancy firm , Tamil Nadu 

Industrial Guidance and Export Bureau, etc.,) to Singapore, Malaysia and Indonesia 

followed by the visit (February 1993) of a delegation from Singapore to attract 
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foreign investment did not yield the desi red results, mainly on account of the 

Company's inability to . acqui re the required land for the project. No further 

progress was made in the implementation of the project for nearly a year. 

tn February 1994. the Company promoted a new associate privale 

sector company viz., Madras Industrial Park Limited (MIP) for further follow-up 

and implementation of the projec t. The equity of the associate sector company 

(MIP) was proposed to be met by the Company (1 1 per cellt), Indian co-promoters 

(49 per cent) and foreign co-promoters (40 per cent) to be selected. Based on press 

advertisements, MIP inducted (December 1994) two Indian co-promoters (viz., 

Southern Petro Chemical Industries Corporation Limited (SPIC) and Balaji 

Industries Corporation Limited) for implementation of the project. However , at this 

stage, the project outlay and the pattern of financing by way of equity/debt had not 

been determined. The Ind ian co-promoters did not bring in any equity contribution 

nor did they take any initiative for implementation of the projecc. The Company 

(TIDCO), however , had spent Rs.59.12 lakh on the project towards the consultant's 

fees. advertisement/publicity expenses and foreign travel expenses. 

Due to delay m acquisition of proposed lands at Sholinganallur on 

account of litigation, the State Government allotted (June 1995) 450 acres of land at 

an alternative location at Sriperumbud~r. Since the extent of land allotted was 

found to be inadequate for development of the project, MIP approached (August 

1995) the State Govemmenl for allotment of additional 1350 acres in that area. 

However, no further progress had been made in this direction. 

The State Government had therefore to abandon (September 1996) 

the project and order fo r winding up of the associate sector company (MIP) due to 

its inability to acquire the required land for the project, non-identification of foreign 

co-promoters, lack of initiative of Indian co-promoters and existence of another 

Government Company (viz., State Industries Promotion Corporation of Tamil Nadu 

Limited) for creation of such infrastructure facilities for promotion of industries. 

The Company (TIDCO), therefore, absorbed the expenses of Rs.59.12 lakh 

incurred by it on the project in terms of the agreement with the Indian co­

promoters. 

The Company in reply stated (May 1997) that the expenditure on the 

project was incurred as a part of attainment of its main objective, viz., promotion of 
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industries in the State. It may, however, be pointed out that the entire expenditure 

of R~. 59.12 lakh incurred on the project proved infructuous due to the Company's 

failure in ensuring the availability of sufficient suitable land, financial tie-up and 

foreign investment. 

TAMIL NADU CORPORATION FOR INDUSTRIAL INFRASTRUCTURE 
DEVELOPMENT L™ITED 

4A.5 lnfructuous expenditure on engagement of consultants 

The Company. as a nodal agency for development of industrial 

infrastructure in the State, acquired (1992-94) 413 acres of land at Nilakottai in 

Dindigul district to establish an agro industrial complex. 

Considering the climatic 

characteristics of the area and the rich 

horticultural resources of the hinterland of this 

complex, the Company decided (May 1994) to 

set up a Biotechnology park (project) to 

promote, develop and commercialise 

biotechnology in the State. The Company, 

Due to engagement of 
consultants without properly 
ensuring their capabilities, 
an expenditure of Rs.0.13 
crore incurred towards 
consultancy charges proved 
· nfructuous. 

without inviting tenqers, engaged (May 1994) the services of Feedback Ventures 

and Collaboration Services Private Limited as consultants for prr.paration of a 

feasibility report for the proposed project at a fee of Rs.6 lakh plus out of pocket 

expenses on actual basis. The capabilities of the consultants were also not properly 

ensured beforehand. The consultants were required to conceptualise and configure 

an industrial park that would be attractive to potential investors, apart from 

designing and assessing the viability of the project. On receipt (August 1994) of the 

feasibility report highlighting the project concept, its configuration, investors' 

perception, design, etc., the Company released Rs .8.35 lakh to the consultants 

between August 1994 and May 1995. 

However, the Company without properly evaluating and examining 

the feasibility report received, based on a request (March 1996) from the, 

consultants , decided to retain their services for firming up/finalising funding for the 

project and marketing of lands of the proposed complex at a fee of Rs.12 lakh. 

Against this, the Company paid Rs.4.41 lakh inclusive of out of pocket expenses of 

Rs.0.41 lakh as advance payment between April and June 1996. 

' 

.. 
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Subsequently in June 1996, the Board of Directors of the Company, 

for reasons not on record , authorised the Managing Director to make a total review 

of the assignment entrusted to the consultants and evaluate the tasks completed by 

them so as to decide further course of action. On evaluation (July 1996), the 

Company found that many of the assumptions made by the consultants were 

intrinsically unrealistic and unreasonable. It was fu rther observed that the 

consultants' assumptions on housing, water requirements, maintenance charges, 

selling price, sales projects. etc., were not to the satisfaction of the Company. The 

Company, therefore, deci~ed (January 1997) to terminate the contract with the 

consultants without any additional payment. 

Since the feasibility report/data furnished by the consultants was not 

up to the expectations of the Company and hence of no use to it, payment of 

Rs. 12. 76 lakh to the consultants engaged without properly ensuring their capabi lities 

thus proved infructuous. 

The matter was reported to the Company and the Government in May 

1997; their replies had not been received (October 1997). 

TAMIL NADU CIVIL SUPPLIES CORPORATION LIMITED 

4A.6 n.voidable payment of commitment charges 

The Company has been 

availing of cash credit facilities from the 

State Bank of India and its subsidiaries 

for operation of its non-cereal 

transactions. For this purpose, the 

Company was required to furnish to the 

bankers its quarterly requirement of 

funds after analysing the requirement 

Absence of any system for making 
realistic assessment of credit 
requirements, failure of the 
Company for initiating timely 
action for finalisation of tenders 
and obtaining projections resulted 
in avoidable payment of commit­
ment charges of Rs.0.25 crore. 

scientifical ly in the prescribed proforma in advance at the latest by the week 

immediately preceding the commencement of each quarter. Based on this 

information, the bankers would fix the Quanerly Operative Limit (QOL) for the 
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Company . Utilisation below 85 per cent of this limit would attract levy of 

commitment charges at the rate of one per cent (later increased to 1.25 per cent 

from April 1995 onwards) per annum on the unutilised portion of QOL on the daily 

balance basis. 

Audit analysis , however, indicated that the average daily cash credit 

availed of (i.e., from Rs.8.83 crore to Rs.16.52 crore) by the Company during the 

three years from 1993-94 to 1995-96 ranged between 37 and 66 per cent of QOL as 

against the minimum operational limit of 85 per cent stipulated by the bankers, 

thereby indicating unrealistic projection/assessment of credit requirements without 

relevance to its actual needs. This resulted in avoidable payment of commitment 

charges of Rs .25.48 lakh during the above three years. It is also relevant in this 

context that the Company has no system of periodical preparation of cash· flow 

statements for non-cereal transactions so as to make realistic assessment of its credit 

requirements. 

The Company in reply stated (April 1997) that the projections made 

in Quarterly Information Statement (QIS) in respect of purchase of dhal and edible 

oil could not be achieved due to : 

erratic allotment of edible oil by the Government; 
• 

difficulties in finalising tenders for purchases with the approval of the 

Government; and, 

difficulties in obtaining projections from all the regions at a time. 

It may, however, be pointed out that the absence of any system to 

make a realistic assessment of credit requirements and the Company' s failure to take 

timely action for finalisation of tenders (for purchase) and obtaining of 

projections/forecasts resulted in avoidable payment of commitment charges of 

Rs.25 .48 lakh. Moreover, the Company could have operated a current account with 

overdraft facilities and thereby avoided this payment of commitment charges. 



164 SECTION 4A 

4A. 7 Excess payment due to non-availment of subsidised issue price 

In order to ensure adequate 

standards of nutrition in the hostels meant 

for the welfare and development of weaker 

sections of Scheduled Castes/Scheduled 

Tribes and other Backward Classes. the 

Government of India introduced (October 

Company's failure in placing 
monthly indents with Food 
Corporation of India for lifting 
the subsidised rice resulted in 
excess payment of Rs.0.71 
crore. 

1994) a scheme for supply of rice at a special ly subsidised Central issue price to 

these institutions. This specially subsidised issue price was Rs.50 per quintal less 

than the normal Central issue price (i.e., Rs. 537 to Rs.648 per quintal) under Public 

Distribution System. 

The Compan¥, being the implementing agency of the scheme in the 

State, was permitted (November 1994) to avail of this concessional rate, while 

lifting the rice from Food Corporation of India (FCI) by placing separate monthly 

indents based on the authorisations issued by the District Collectors. 

However , due to non-placement of separate i;nonthly indents , the 

Company could not avail of the concessional rate and thus made excess payment of 

Rs.70.80 lakh on 14159.80 tonnes of rice lifted and distributed under the scheme 

during the pertod from November 1994 to August 1995. The refund claims 

subsequently preferred (September 1995) by the Company were turned down 

(November 1995) by FCI on the ground that there was no reference/request/indent 

from the Company prior to September 1995. 

Thus, the failure of the Company to place separate monthly indents 

for the quantity of rice lifted under the scheme resulted in excess payment of 

Rs.70.80 lakh. 

The matter was reported to the Company and the Government in May 

1997; their replies had not been received (October 1997). 
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TATE INDUSTRIAL PROMOTION/DEVEWPMENT CORPORATIONS 

4A.8 Nugatory expenditure on engaging of consultants 

autonomous 

Industrial 

In April 1994, an 

body VlZ., Tamil Nadu 

Guidance and Export 

Promotion Bureau (Guidance) organised 

industrial seminars/campaigns in the 

Gulf Region to attract investments from 

Non-Resident Indians (NRls) and 

Engagement of consultants without 
ensuring their capabilities as a 
follow-up measure after lapse of 
tweniy months of a seminar 
conducted to attr:tct foreign 
investment resulted in nugatory 
expenditure of Rs.0.15 crore. 

foreign inve~tors for setting up of projects/industries in the State. In order to 

sustain the efforts made through these seminars/can1paigns, the State Government 

accorded (July 1994) approval for engaging Image Financial Services (IMAGE), 

Dubai as consultants on behalf of Guidance for follow-up on project 

proposals/enquiries received from prospective investors of the region. 

In view of the inability expressed (June 1994) by Guidance to support 

the consultancy fees (8000 US dollars per month) due to dearth of resources, the 

State Government, at the request of Guidance, ordered (July 1994) the sharing of 

consultancy fees equally between the State Industries Promotion Corporation of 

Tamil Nadu Limited (SIPCOT) and Tamil Nadu Industrial Development 

Corporation Limited (TIDCO) . • 

The consultancy arrangement, which was initially for a period of six 

months, was modified (August 1994) to one year from 1 August 1994. However, 

due to Reserve Bank of India's refusal to grant permission to IMAGE for remittance 

of consultancy fees in Dubai in foreign exchange, Guidance could not finalise the 

contract with IMAGE for rendering their services. 

After a lapse of nearly twenty months since the conclusion of 

indus.trial seminars/campaigns, a Bombay based firm viz., Dynasty Financial 

Corporation Limited (Dynasty) which was an associate firm of IMAGE was 

nominated (November 1995) for the same work for a period of one year from 

December 1995 at a mon{hly fee of Rs.2.80 lakh to be shared equally between 

TIDCO and SIPCOT. However, the capability of the new consultancy firm (viz., 
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Dynasty) and their knowledge about the potential investors in the targeted region 

was not assessed beforehand. 

A review of the work done by Dynasty during the period from 

December 1995 to April 1996 conducted by Guidance revealed that it was purely of 

a preliminary nature and that they had no specific knowledge of the investment 

community of the Gulf region. It was also felt by Guidance that it could , by itself 

make such efforts either directly or through Indian embassies with similar resu lts. 

The contract wich Dynasty was, therefore, terminated with effect from May 1996. 

Against the consultancy fees of Rs. 16.80 lakh payable to Dynasty for · 

the per;0d from December 1995 to May 1996, SIPCOT paid (March 1995) 

Rs.15.12 lakh (50 pet cent of which was to be reimbursed by TIDCO through 

Guida.nee) and the balance Rs.1.68 ltik"h !tad not yet been settled (October 1997). 

Thus, engaging a consultancy firm as a follow-up measure of· the 

efforts made during industrial c;eminars/campaigns held twer.ty n1or.ths earl ier and 

the failure in ensuring the consultants' capabilities resulted in nugatory expendi ture 

of Rs.15.12 lakh, apart from a further commitment of Rs. l.68 lakh. 

The Government in reply stated (July 1997) that the matter was under 

investigation by the Director of Vigilance and Anti Corruption. 

STA TE INDUSTRIES PROMOTION CORPORA '!"ION OFT AMlL NADU . 
LIMITED 

4A.9 ld.Je water storage facilities 

As a pa.rt of its programme for 

providing necessary infrastructure facilities to 

promote industri:il development in the State, the 

Company developed ( 1984) an industrial complex 

at Gummidipoondi in an area of 801 acres. In 

order to provide basic amenities like water 

Due to non-procurement 
of motor, pumps/acces­
sories, water stGrage 
facilities created at a cost 
of Rs.0.25 crore were 
lying idle. 

supply, the entire area of the industrial complex was divided into four wnes for the 

convenience of design and economical execution of various works. The water 

supply arrangements for Zones I and II were completed/commissioned in 1 Q90. 



167 SECTJON4A 

As regards Zones III and IV , based on an estimate of daily water 

requirement of 15.89 lakh litres, the Company decided (September 1990) to create 

storage arrangement for 50 per cent of its daily requirement (i.e., 8 lakh litres) . 

Accordingly, the Company envisaged construction of an overhead tank in Zone lII 

(capacity: 5 lakh litres), two underground sumps one each at Zone 111 and IV 

(capacity of 1.5 lakh litres each) with pumphouses and laying of supply and 

distribution lines. 

The above works taken up in piecemeal in May 1991 were completed 

only by February 1995 at the total cost of Rs.24.72 lakh. However, due to non­

procurement of required motor, pumps/accessories, all these facilities were lying 

idle (October 1997) , thereby resulting in locking up of the Company's funds of 

Rs.24. 72 lakh for nearly 32 months and consequential loss of interest of Rs.11 .87 

lakh (calculated at the rate of 18 per cent) for the period from March 1995 to 

October 1997. 

The Company, m reply (May 1997), accepted the facts and stated 

that the work orders for the purchase of pump and accessories would be finali sed in 

a couple of months. 

ARASU RUBBER CORPORATION LIMITED 

4A.10 Idle investment on Effluent Treatment Plant 

In order to control the pollution caused by the waste water di scharged 

from the centrifuging factory at Mylar, the Company installed (November 1991) an 

effluent treatment plant at the cost of Rs.6.03 lakh. However, the plant could be 

commissioned only in March 1993 due to delay in completion of civil and electrical 

works by the Company. After three months of operation, the plant had to be 

stopped in July 1993 due to emission of foul smell from the anaerobic lagoon. The . 
Company, however, did not identi fy the reasons for unsatisfactory performance of 

the plant and hence no corrective action was initiated for nearly two years to make 

the plant operational. 

In March 1995, the Company entrusted to the Joint Director, Rubber 

Board the task of studying the effluent treatment system in the factory and to 

suggest ways to make the plant operational. The study report by the Rubber Board 
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technologist revealed (July 1995) that the plant was constructed without any 

practical knov.. ledge and suggested certain improvements at the cost of Rs. 7 . 70 lakh 

for satisfactory performance of the plant. The Company had not however , actcq 

upon the suggestion for reasons not on record. As a result, the effluent treatment 

plant installed at the cost of R.s.6.03 lakh remained id le for more than five years, 
, 

apart from non-achievement of the desired objective of controlling the pollution 

caused by the centrifuging factory . 

The Company in reply stated (April 1997) that a team of technical 

personnel of the Company evolved a new chemical treatment system after repeated 

experiments to bring the plant to efficient working condition. The Company further 

stated that the plant would be re~ommissioned soon. However, the fact remains 

that the effluent discharged from the centrifuging factory remained untreated and let 

into the adjacent river, thereby causing environmental pollution. 

The matter was reported to the Government in February 1997; their 

reply had not been received (October 1997). 

4A.lt Loss on sale of cenex 

The Company has two rubber 

factories one each at Keeraiparai and 

Perunchani •in Kanyakumari district for 

processing " latex" collected from its own 

rubber plantations. The latex is, illler alia 

converted into "cenex" (i.e., concentrated 

The Company sustained 
revenue loss of Rs.0.20 c1·ore 
due to wrong fixation of 
selling prke of re-processed 
and fresh stock of cenex. 

latex) by addition of certain chemicals (viz., di-ammonium phosphate and ammonia 

gas) and centrifuged before packing into barrels for sale. 

Pursuant to a decision (June 1988) of the State Government to evolve 

a new marketing strategy for sale of all grades of rubber directly to industrial 

consumers without middlemen, the Company constituted a marketing Committee 

(Committee) with the General Manager as convenor for periodical fixation of selling 

prices. The sale of cenex was ordered to be made on "Fi rst In First Out" (FIFO) 

method at rates fixed by the Committee. 
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Accordingly, the Committee fixed (10 May 1996) a price of Rs.39 

per litre for disposal of cenex stock of 4.05 lakh litres produced between November 

1995 and February 1996. Since the Forest Corporation of nearby States like Kerala 

and Karnataka were seJling such kind of old stock at reduced rates, the Committee 

retixed (16 May 1996) the price at Rs . 37 per litre for disposal of the above old 

stock. In violation of the approved procedure of disposal of cenex by FIFO 

method, the Company , for reasons not on record, disposed (May 1996) the cenex 

produced during January and February 1996 (0.69 lakh litres) to a private firm viz., 

Kerala Rubber House at the reduced rate of Rs.37 per litre thereby retaining the 

bulk of the stock (3.36 lakh litres) produced earlier during November and December 

1995. 

Due to Jack of demand for the above stock on account of expiry of its 

shelf Ii fe, the same was reprocessed and sold (June 1996) to various parties at the 

rate of Rs.40 per litre as fixed (13 June 1996) by the Committee. In this context, it 

was observed that the Company itself subsequently found (July 1996) that the 

reprocessed old stock could have easily fetched a minimum price of Rs.42 per litre 

as per the then market trends/conditions. Thus, fixation of lower selling price for 

reprocessed stock without relevance to market conditjons led to extension of undue 

benefit of Rs.6 . 72 lakh to private parties. 

The above selling price of Rs.40 per litre was fixed by the 

Committee for sale of old reprocessed stock of cenex only. Howevet. the Company 

on its own volition sold fresh stock of 1174 barrels (2.41 lakh litres) also at the 

same reduced rates on the same day (i.e., 13 June 1996) to the same private firm 

viz. , Kerala Rubber House, as against the sale price of Rs.45.50 per litre fixed for 

sale of s~ch fresh stock. Thus, sale of fresh stock at lower price without valid 

justifiable reasons resulted in loss of revenue of Rs.13.24 lakh to the Company. 

Thus, fixation of lower selling price for reprocessed stock without 

relevance to market conditions and sale of fresh stock at lesser rates than that fixed 

by the Committee resulted in loss of revenue of Rs.19.96 lakh to the Company 

which had otherwise gone as undue benefit to the private firms. 

The Company in reply stated (April 1997) that the loss of Rs.19. 96 

lakh as pointed out by Audit was a real loss for which the then General Manager of 
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the Company was responsible. It further stated that the relevant records relating to 

these transactions were sent to the Government for further action. 

4A.12 Loss on sale of rubber 

Ti 11 1988, the Company had 

been selling its rubber products through 

public auction. With a view to enable the 

Company to compete with other rubber 

producers in the field. the State Government 

approved (June 1988) a new marketing 

strategy by which the Company could sell 

Fixation of selling price of 
rubber without reference to 
market rates and in 
contravention of approved 
marketing policy resulted in 
loss of revenue of Rs.0.17 
crore. 

all grades of rubber directly on agreement basis to the rubber consuming industries. 

The Company was empowered to fix the selling price for different grades of rubber 

based on the "Kottayam market" rates as published in the Malayala Manorama. 

In response to a tender (May 1986) for sale of two grades of rubber 

viz., EBC 3X and skin crepe, the Company received only one offer from Pure 

Rubber Company at Rs. 36 per Kg. for EBC 3X and Rs. 34 per Kg. for skin crepe. 

These rates were, however, found to be much lower than the rate of Rs.43.84 per 

Kg. arrived at by the Company with reference to the then prevailing rate at 

Kottayam market. Considering the lower offer received, the then Chairman and 

Managing Dirt!ctor of the Company ordered (June 1996) negotiations with the 

offerer and other interested parties for a minimum piice of Rs.42 per Kg. fo r skin 

crepe and Rs.45.19 per Kg. for EBC 3X. The Company, however, without 

assigning any reason, agreed (June 1996) to the rates of Rs.37 per Kg. and 

Rs.37.10 per Kg. for skin crepe and EBC 3X, respectively. 

Against the tendered quantity of 63 tonnes of EBC 3X and 117 tonnes 

of skin crepe, the Company actually (June 1996) sold 149 tonnes of EBC 3X and 99 

tonnes of skin crepe at the lower negotiated rates. Specific reasons for release of 

EBC 3X in excess of tendered quantity were not on record . 

Thus, fixation of selling price without reference to the Kottayam 

market rates in contravention of the approved marketing policy and also of the 

specific directives of Chairn1an and Managing Director resulted in loss of revenue 

of Rs.17 lakh on the sale of 99 tonnes of skin crepe and 149 tonnes of EBC 3X 
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The matter was reported to the Government and the Company m 

Apri l 1997; their replies had not been received (October 1997). 

TAMIL NADU POULTRY DEVELOP.MENT CORPORATION LIMITED 

4A.13 Avoidable extra expenditure on purchase of poultry feed 

The Company 

hatcheries at Arasur, Kappalur, 

Kottapattu for production of 

has four chick 

Annupankulam and 

hybrid and other 

varieties of chicks. Feed requirements fo r these 

hatcheries were met by the Company's two teed 

m1xmg units. In view of poor hatchability in the 

Failure of the 
Company to consider 
cheaper off er for 
poultry feed resulted 
in avoidable expendi­
ture of Rs.0.12 crore. 

hatcheries on account of inferior quality feeds, the Company resorted (March 1995) 

to purchase of feeds from a private firm viz., Kaveri Bio-Proteins, Namakkal on an 

experimental basis. Wi th better productivity achieved in the hatcheries as a result of 

private feeds, the Company decided (Apri l 1995) to close down its feed mixing 

units and continue procurement of feeds from private sources. 

Accordingly, based on open tenders, the Company placed orders 

(April 1995) on the same private firm for meeting the requirement of feeds for the 

period from June to August 1995. On expiry of the contractual period, the 

Company obtained (25 August 1995) fresh quotations from six feed• manufacturers. 

Of these, the offers of two firms including the offer of the earlier supplier (Kaveri 

Bio-Proteins) were found to be valid and acceptable. The Company, however, 

fai led to c':'nsider these offers for reasons not on record . Based on fresh quotations, 

the Company placed orders on another supplier viz., Palaniappa Feeds, even though 

the offer from Kaveri Bio .. Proteins (25 August 1995) was sti ll valid. The ordered 

rates on Palaniappa Feeds were, however, found to be higher by Rs. 13 to Rs .70 per 

75 Kgs. depending upon the nature of feeds than the rates offered (25 August 1995) 

by Kaveri B10.:Proteins. Thus, the Company incurred avoidable extra expenditure 

of Rs. 10.67 lakh on the purchase of 8.41 lakh Kgs. of feeds at higher rates during 

the period from September 1995 to 1 anuary 1996. 

Further, while Kaveri Bio-Proteins had offered firm price basic rates 

during the entire period of contract (September 1995 - August 1996), the Company . . 
accepted variable rates (based on price variation clause) in case of Palaniappa 
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Feeds. Acceptance of variable rates resulted in the additional expenditure of 

Rs. 1. 05 lakh on the above purchase. 

Thus, as a result of the failure to consider the cheaper firm offer of 

Kaveri Bio-Proteins without vaJ id/justifiable reasons, the Company incurred 

avoidable extra expenditure of Rs .11. 72 lakh. Further, the Company had not 

evolved any foolproof system of procurement of feed from the open market but 

resorted to piecemeal purchases every now and then. ConsequentiaJ monetary 

impact on the hatchability of chicks could not however be assessed in Audit. 

The Company in its reply (April 1997) admitted the facts and stated 

that even the quaJity of the feed so supplied by PaJaniappa Feeds was not as per the 

standard specifications which affected the egg yielding and hatchability. It fu rther 

added that disciplinary action had been taken against the staff/officiaJs responsible 

for the irregularities noticed in caJling and finaJising the quotations. According to 

the Company, the Government had aJso been requested to take action against the 

then Chairman and Managing Director by referring the matter to the Directorate of 

Vigilance and Anti Corruption. 

The matter was reported to the Government (April 1997); however, 

reply had not been received (October 1997). 

4A.14 Unfruitful in~estment on incomplete hatchery 

A joint survey (1990) 

conducted by the Company and the Animal 

Husbandry Department of the State 

Government indicated a greater demand for 

broiler chicks. The survey aJso found that the 

farmers had to wait for about four months 

Construction of hatchery 
without getting the land 
alienated in its name and 
abandonment of scheme 
resulted in unfruitful 
investment of Rs.0.28 crore. 

after payment of advance before their requirements from the hatcheries could be 

met. Therefore, with a view to improve productivity, the Company decided (June 

1990) to establish a new broiler chick hatchery at Agastheeswaram in Kanyakumari 

district at the cost of Rs. 19.95 lakh. Accordingly , the State Government released 

(August 1990) Rs .9.98 lakh as equity and Rs.9.97 lakh as loan. Based on a 

subsequent request made (March 1991) by the Company for further fi nanciaJ 

assistance to meet the cost of land and increase in the cost of civil works/machinery, 
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the Government released (March 1991) further funds by way of equity (Rs.6.25 

lakh) and loan (Rs.6.25 lakh) . The loans obtained (Rs.16.22 lakh) from the 

Government, which carried an interest of 10 per cent were repayable in ten equal 

annual instalments. 

The Company, without first getting the land alienated in its favour, 

entrusted (December 1991) the task of preparation of estimate for setting up the 

hatchery to Tamil Nadu Meat Corporation Limited which estimated (January 1992) 

the cost at Rs.50 lakh. In order to implement the scheme within the amount 

sanctioned by the Government. the Company entrusted (February 1993) the work to 

the construction wing of the Industries Department of the Government and requested 

them to prepare a fresh estimate and send the necessary plan. The estimate of 

Rs.27.50 lakh thus prepared by the Industries Department was approved by the 

Company in January 1994. The work was commenced by the Industries 

Department in January 1994 at the Government land taken over (July 1993) by the 

Company. 

While the execution of work was in midway , the Industries 

Department submitted (November 1994) a revised estimate for Rs .38 lakh on 

account of escalation in cost of materials, inclusion of additional items such as 

construction of generation room, store room, earth filling of low lying area of the 

site, etc. Due to the refusal of the Government to · extend further financial 

assistance and the Company's inability to mobilise the balance funds required for 

completion of the scheme through internal generation, it was decided (April 1995) 

to abandon the scheme by which time major civil works such as construction of 

hatchery, layer/brooder sheds at the total value of Rs.27.50 lakh were completed. 

The Company decided to dispose of these incomplete infrastructure facilities 

through open tender. This did not however materialise (October 1997) due to non­

alienation of land in favour of the Company because of the Company's inability to 

meet the cost of land (Rs.2. 16 lakh) on account of paucity of funds . 

Thus, the investment of Rs.27.50 lakh made on this incomplete 

hatchery proved unfruitful mainly due to cost escalation on account of delay in 

taking up the work and incorrect assessment of requirements. The objective of 

meeting the growing demand for broiler chicks in the State could not be achieved. 

The Company had also not repaid (October 1997) the overdue instalment of loans 

(Rs.9.72 lakh) and interest (Rs.10.79 lakh) due to the Government. 
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The matter was reported to the Company and the Government in 

February 1997; their replies had not been received (October 1997). 

4A.15 Unproductive investment due to improper planning 

As a part of the Centrally 

Sponsored Scheme ot providing financial 

assistance to streamline marketing of 

eggs/pou!try and suoply of pou!try feed , the 

Company proposed (March 1987) to set up 

a modem automatic feed mixing plant in the 

premises of the ex sting unit at Nandanam 

An investment of Rs.0.17 crore 
made on incomplete modern 
food mixing unit rendered un­
productive as the Company 
could not plan and estimate the 
requirement of basic infra­
structure facilities. 

in Chennai at the cost of Rs.2 1 lakh. This estimate did not, however, contain 

provision fo r essential back up infrastructure faci lities such as godowns, office 

rooms, etc. , required for the plant. The funds for the new plant were proposed to 

be shared equally by the Central Government (Rs.10.50 lakh) and the Company 

(Rs. 10.50 lakh) . 

Based on tenders, the Company entrusted (March 1990) the work of 

construction, supply and erection of machinery for instal lation of the plant to a 

Chennai based private firm, viz., TECSYS at the cost of Rs:20.89 lakh. 

Consequent on a decision of the Board to locate the Registered Office of the 

Company at Nandanam complex, it was decided (August 1990) to shift the location 

of the new feed mixing plant at Kattupakkam in Chinglepet district. The site at the 

new place was accordingly handed over to the contractor in October 1990. 

Due to the inability of the contractor to complete the work within the 

stipulated period, the work was entrusted (April 1992) to another contractor, viz., 

Dry Conn Engineering Private Limited , Chennai at the original contract value (i.e. , 

Rs.20.89 lakh) and under the same terms and conditions. The civil works and 

erection of plant and machinery were completed in December 1992 at the cost of 

Rs. 16. 7 1 lakh. Meanwhile, the Company received the Government of India's share 

of Rs. 10.50 lakh as grant in two instalments between March 1990 and March 1992. 

The Company, however, could not commission the plant in the 

absence of other back up infrastructure faci lities such as godowns, analytical 

laboratory, lorry shed , molasses tanks, etc., at the plant site. The additional cost of 
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providing these facilities which was not included in the original estimate was 

estimated (December 1992) at Rs.24 lakh. The Company, therefore, approached 

(December 1992) the State Government for provision of additional funds to that 

extent for completion of these infrastructure facilities. 

Due to the inability to mobilise additional funds either from the State 

Government or through internal generation, the Company, after a lapse of nearly 

three years, decided in June 1995 to transfer the incomplete feed mixing unit at 

Kattupakkarn to the Animal Husbandry Department. No further progress had, 

however, been made (October 1997) in this direction. 

Thus, failure on the part of the Company to properly plan and 

estimate the requirement of basic infrastructure facilities requi red for the plant, 

rendered the investment of Rs.16. 71 lakh made on the incomplete modern feed 

mixing unit at Kattupakkarn unproductive. 

The Company in reply (April 1997) accepted the facts and stated that 

the Director of Animal Husbandry had frequently been reminded for taking over of 

the land. On receipt of orders from the Government, the plant would be transferred 

to the Director of Animal Husbandry for better use. 

4A.16 Loss due to injudicious establishment of quail hatchery 

The Company decided (October 1986) to introduce laJ>anese quails 

(domesticated species) for rearing for table purposes on commercial lines as 

supplementary to poultry farming in view of the following advantages: 

Quails grow faster and become ready for the market in a short span 

of five to six weeks; 

It requires limited space and lesser investment; 

Demand for quail meat is good. 

Accordingly, the State Government accepted (May 1987) the 

proposal of the Company for establishment of a Japanese Quail Breeding-cum­

Demonstration Farm at Thekkupalayarn in Coimbatore district and sanctioned Rs.3 

lakh for implementation of the same. Without undertaking any market survey, it 
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was assumed that the· proposed farm would encourage the poultry ·farmers to 

diversify tlleir activities by taking up rearing of quruls for table purposes. 

Due to delay in . taking over of the land, the construction of 

farm/hatchery was completed only in October 1990 at the total cost of Rs. 3. 80 lakh. 

The unit started functioning from June 1991. Against the annual target of 
. . . 

production of 85000 quail chicks fixed by the Company,. the actual achi_evement 

ranged between 24250 (28.5 per cent) and 32553 (38.3 per cent) during the three 

years up to 1993-94. Non-achievement of target was attributed (June 1994) by the 

Company to improper planning, lack of regular parent stock, inadequate capacity of 

various f~cilities created, lesser rearing space and frequent power failures ih the 

concerned arealeading to poor hatchability. 
. I . 

In view of the poor performance, the unit could not break-even and 

the ·Company, therefore, sought ( 1994) the advide of experts from Tamil N adu 

Veterinahr and Animal Sciences University (TNVASU), Coimbatore. They 

expressea the view (May 1995) that the quail hatch~ry would not be comn1ercially 

viable in view of heavy mortality, inconsistent hatchability · and on account of 

fluctuating egg yield. 

The Company had, therefore, to close down· the uneconomic 

operations of the unit in May 1995 and the cumulative operational ·loss ~p to the 

date of closure of the unit amounted to Rs.6.63 lakh. · 
' 

Thus, venturing upon the project on a commercial scale without 

ensuring its financial viability coupled . with improper planning and incorrect 

selection of location for the project resulted in avoidable loss of Rs. 6. 63 lakh apart· 

from the unproductive investment of Rs.3.80 lakh. 

The Company in reply (January 1997) accepted the facts and stated 

that in view of poor response from the local farmers for quails, high mortalit)r rate 

and low hatchability, it was forced to close the hatchery to avoid further loss. H 

may, however, be pointed.out that the project was embarked upon without ensuring 

its viability. 
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TAMIL NADU FISHERIES DEVELOPMENT CORPORATION LIMITED 

4A.17 Idling of infrastructure facilities due to improper planning and 
non-realisation of cost of damages and lease rent 

The Company set up (June 1991) 

an automatic ice plant (capacity: 100 

tonnes/day) and a processing complex 

comprising of cold storage (capacity : 50 

tonnes), frozen storage (capacity: 200 tonnes) 

and two processing halls (3390 square feet) in 

the fishing harbour at Chennai at the total cost 

An ice plant and a 
processing complex cons­
tructed at a cost of Rs.0.62 
crore was lying idle due to 
failure in conducting feasibi­
lity study and ensuring the 
performance guarantee. 

of Rs.61.50 lakh. The Company, however. did not conduct any market/feasibility 

study to make a realistic assessment of requirement of all these facilities before 

proceeding with the implementation of the scheme. 

Considering the stiff competition from several private ice and 

processing plants in the area, the Company (immediately after establishment of the 

plant/complex) based on tenders leased out the ice plant and ~he processing complex 

(comprising of cold storage, frozen storage and processing halls) to Kala Cartons 

Private Limited for a period of five years from 1 September 1991 on an annual 

lease rent of Rs.4.60 lakh and Rs.5 .35 lakh, respectively. 

• 
In this context, it was observed that the Company took over (June 

1991) the ice plant from the plant supplier. viz., Kirloskar Pneumatic Company 

Limited without ensuring its performance guarantee. Due to non-achievement of 

the rated capacity , the lessee surrendered the plant to the Company on 1 July 1992 

after payment of lease rent due on this account. Since the Company could not 

succeed in its attempts to set right the defects in the plant through the supplier, it 

filed a suit against the supplier in September 1993 after a delay of over one year 

claiming damages to the tune of Rs.40. 92 lakh for breach of contract. The ice plant 

(actual cost not separately ascertainable) had therefore been remaining idle since 

July 1992. 

As regards the processing complex leased out, the Company noticed 

(March - July 1994) that certain parts of the machinery had been removed by the 

lessee and that improper maintenance had led to rusting of the machinery and 
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leakage/seepage in the buildings. Due to the lessee's refusal to carry out the 

required repairs to the machinery and the building, as requested by the Company. 

and on account of default in payment of instalments of lease rent (Rs.3. 99 lakh), the 

Company took (August 1994) forceful possession of the complex along with the 

additional machinery installed by the lessee. On settlement of the lease rent dues, 

the Company returned (November 1994) the machinery to the lessee. The 

Company, however, failed to assess the cost of damages to its machinery/building 

so as to recover the same from the lessee in terms of the lease agreement. 

In September 1994, the Company based on tenders (August 1994) 

again leased out the complex on "as is where is conditi?n" to another lessee viz., 

Satori India Fisheries Limited, Chennai on an annual lease of Rs.6.12 lakh. The 

Company handed over possession of the complex in December 1994 on receipt of 

advance lease rent of Rs .1.53 lakh without entering into any lease agreement 

specifying the terms and conditions of lease. The Marine Product Export 

Development Authority, at the instance of the lessee, estimated (December 1994) 

the cost of repair/upgradation of the plant and buildings to the original status at 

Rs.15 lakh. No repair/upgradation was, however, carried out, nor did the 

Company ini tiate any action for recovery of the cost of repairs from the first lessee, 

viz., Kala Cartons Private Limited as per the terms of the lease agreement. 

Although the second lessee viz., Satori India Fisheries Limited had 

not paid any lease rent other than the advance amount right from the date of taking 

over (December 1994). the Company took neither timely action for recovery of 

lease rent dues nor re-possession of the complex. After a lapse of more than 15 

months, the Company took possession of the complex in April 1996 by which time 

the arrears of lease rent had accumulated to the tune of Rs.8.16 lakh. Due to non­

execution of any agreement with this lessee, the Company had not been able to 

realise these dues so far (October 1997). 

Since the plant and machinery were found to be outdated, the 

Company decided (September 1996) to close down the complex and dispose of the 

plant and machinery . However, no further progress had been made in this direction 

(October 1997). 

Thus, venturing upon the scheme without any market/feasibility 

study, failure in ensuring the performance guarantee of the ice plant before taking 
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over, non-enforcement of the terms of lease with regard to recovery of damages 

from the first lessee and non-execution of lease agreement with the second lessee 

resulted in non-realisation of lease rent and cost of damages of Rs.23.16 lakh, apart 

from idling of infrastructure facilities created at the cost of Rs.61.50 lakh. 

The Company in reply stated (June 1997) that necessary plaint had 

been prepared for filing a suit against Satori Fisheries India Limited. 

TAMIL NADU STEELS LIMITED 

4A.18 Loss of revenue due to non-adherence to Government directives · 

The Company has been selling its steel materials at prices fixed by 

the State Government from time to time. In terms of the Government directives 

(June 1979), all Government Departments, Corporations, Boards and Quasi­

Government agencies sh_ould invariably procure their requirements of steel only 

from the Company at prices fixed by the Government. This was again reiterated by 

the Government in September 1992. 

However, considering the requirement of substantial quanti ty of steel 

for the proposed expansion and diversification by Tamil Nadu Newsprint and Papers 

Limited (TNPL), the Company had agreed (July 1993) to consider offering discount 

on placement of bulk orders as a special case. It was, however, o8served that no 

such concession was offered/extended to any other Government 

organisations/agencies before. 

Based on an indication of requirement of about 7500 tonnes of steel 

by TNPL, the Company offered (October 1993) a discount of Rs.1000 per tonne on 

the selling prices fixed by the Government. The Company also made it clear 

(October 1993) that the price aiscount could be extended only for placement of 

orders for bulk/substantial quantity . 

TNPL, however, placed orders (October 1993 - July 1995) only for 

1824 tonnes of steel materials. Despite this, lhe Company extended the bulk 

quantity price discount of Rs.1000 per tonne to TNPL. 

Thus, due to extension of discount on the selling prices m 

contravention of the Government directives and in spite of non-receipt of envisaged 



180 SECTION 4A 

bulk orders, the Company had foregone revenue of Rs. 18.24 lakh on the sale of 

1824 tonnes of steel materials to TNPL. 

The Company in reply stated (May 1997) that the special rebate was 

offered to increase its turnover and to reduce its ground stock. However, the fact 

remains that as against 7500 tonnes, only 1824 tonnes of steel material was sold to 

TNPL and therefore TNPL did not qualify for bulk quantity discount, which was 

also contrary to the Government's directives . 

STATE TRANSPORT UNDERTAKINGS 

4A.19 Extra expenditure on purchase of seat assemblies 

Till 1993-94, the State 

Transport Undertakings (STUs) had 

been resorting to inhouse fabrication 

of seat assemblies requi red for their 

buses. However, during 1994-95, 

pursuant to a decision taken in the 

meeting (24 January 1994) of all 

Managing Directors of STUs to 

Due to purchase of bulk of 
prefabricated seat assemblies at 
higher cost from the open market 
without utilising the available 
inhouse facilities at cheaper cost, 
the Company incurred extra 
expenditure of Rs.0.32 crore on the 
purchase of 4925 prefabricated seat 
ssemblies. 

introduce 100 buses before April 1994, the STUs decided (January 1994) to go in 

for purchase of pre-fabricated seat assemblies to adhere to the time frame for 

introduction of these new buses. However, no cost benefit analysis had been made 

before deciding for open market purchase of pre-fabricated seat assemblies. 

Test checks (October 1996) in audi t in respect of one of the STUs, 

viz., Nesamony Transport Corporation Limited (NTC) renamed as Tamil Nadu 

State Transport Corporation (Madurai Division III) Limited, revealed that as against 

the inhouse fabrication cost of Rs. 697 and Rs . 836 per high back seat assembly, the 

Company, based on quotations, bought 4925 pre-fabricated seat assemblies at the 

cost of Rs.1315 .85 and Rs.1503.33 each during 1994-95 and 1995-96. respectively. 

The balance requirement of about 575 seat assemblies was met through inhouse 

fabrication . Specific reasons for bulk purchase of pre-fabricated seat assemblies at 

higher cost from the open market were, however, not on record . 
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Against the target of introduction of 100 buses as 

replacement/augmentation by April 1994, the Company could put into operation 

only 11 buses and the remaining buses were introduced between May and 

November 1994 only. 

Thus, due to purchase of bulk of the pre-fabricated seat assemblies 

from the open market at higher cost withqut utilising the available inhouse facilities 

at cheaper cost the Company incurred extra expenditure of Rs.31.58 lakh on the 

purchase of 4925 pre-fabricated seat assemblies during 1994-95 and 1995-96. In 

respect of other STUs, the financial impact on open market purchase of pre­

fabricated seat assemblies in preference to inhouse fabrication could not however be 

assessed in Audit for want of inhouse cost data. 

The matter was reported to the Company and the Government in May 

1997; their replies had not been received (October 1997). 

PATTUKOTTAI AZHAGIRI TRANSPORT CORPORATION L™ITED 

{Renamed as Tamil Nadu State Transport Corporation 
(Villupuram Division m Limited} 

4A.20 Unproductive investment on construction of a community hall 

An expert committee constituted 

by the State Government to study the working 

of State Transport Undertakings (STUs) , inter 

alia recommended (January 1990) that STU s 

should give priority for development of 

infrastructure facilities for repair/maintenance 

• 
Due to poor occupancy, an 
investment of Rs.0.45 crore 
on the construction of 
community hall largely 
proved unproductive apart 
from the recurring loss. 

of vehicles. In case of any investment for creation of any non-earning assets, cost 

benefit analysis was required to be done. The Company, however, without 

assessing the demand/any cost benefit analysis , decided (June 1990) to construct a 

community hall at the total cost of Rs. 15 lakh at Sathuvachari for letting out to its 

employees and others for marriages and other functions. The Government accorded 
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(February 1991) approval for the proposal with a specific stipulation that the 

expenditure on this account should not exceed Rs. 15 lakh. 

The construction of the community hall taken up in November 1991 

was completed in August 1992 at the total cost of Rs.45 .13 lakh, thus exceeding the 

sanction accorded by the Government by 200. 9 per cent. Audit analysis (April 

1997) indicated that abnormal increase in expenditure over sanctioned estimate was 

mainly due to: 

construction of an indoor stadium not approved by the Board; 

increase in the plinth area of the community hall by 678 square 

metres over the sanctioned area of 769 square metres without any 

approval fr.om the Board/Government; and . 

inclusion of a viewer's lobby not originally envisaged. 

The approval of the Government for increase in expenditure over the 

sanctioned limit, though sought for (July 1994) by the Company, had not been 

received so far (October 1997). 

During the period from April 1993 to March 1997, the community 

hall was rented only for 100 days Uust 6.8 per cent of the total 1461 available 

days). Due to poor occupancy and heavy interest burden on borrowed funds, the 

Company could not recover even the maintenance expenses incurred on the 

community hall. Against the expenditure of Rs.43.50 lakh incurred by the 

Company during the above periods by way of maintenance expenses (Rs.5.25 lakh) 

and interest on borrowed funds (Rs.38.25 lakh) , the Company earned the revenue of 

Rs.5.86 lakh only by way of re[1tal charges. 

Thus, the investment of Rs.45. 13 lakh made on the construction of 

the community hall largely proved unproductive, apart from the recurring loss due 

to poor occupancy. 

The matter was reported to the Company and the Government in May 

1997; their replies had not been received (October 1997). 
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TAMIL NADU CEMENTS CORPORATION LIMITED 

4A.21 A voidable payment of monthly minimum charges 

Consequent on the closure (February 1988) of Tamil Nadu Ceramics 

Limited (TACEL) due to continuous uneconomic operations, the Company at the 

instance of the State Government took over (June 1988) the Stoneware Pipe Factory 

at Virudhachalam (a unit of erstwhile TACEL) to run it on viable/profitable lines. 

The assets and liabilities taken over by the Company inter alia, included one 250 

KVA transformer fed from a common service connection in the area. 

In order to transfer, erect and energise the transformer m the 

Company's premises at the same place, the Company applied (January 1992) to the 

Tamil Nadu Electricity Board (TNEB) for a separate High Tension (HT) service 

connection and accordingly remitted (January 1993) to TNEB Rs.O. 92 lakh towards 

Earn.est Money Deposit/Development charges for that purpose. 

According to the terms and conditions governing the supply of power 

by TNEB, the intending consumer had to avail the power supply within three 

months from the date of notice regarding availability/supply of power by the TNEB, 

failing which the consumer had to pay monthly minimum charges at the prescribed 

tariff rates from the date of expiry of the said three months to the actual date of 

availing of power supply. 

On 2 July 1994, TNEB informed the Company about the completion 

of its portion of work for effecting service connection and requested the Company 

to avail of the power supply within the stipulated time of three months, i.e., before 

1 October 1994. 

However, due to abnormal delays in taking up/completion of 

necessary civil works and obtaining a fresh test certificate for the transformer from 

the Chief Electrical Inspector of the State Government, the Company was able to 

avail of the service connection only on 27 February 1996, i.e., after a delay of 

nearly seventeen months since expiry of the stipulated time limit. 

The Company approached (September 1995) TNEB to get exemption 

from payment of monthly minimum charges (Rs.25000) for the period from 1 

• ,.,,,. 
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October 1994 to 27 February 1996. TNEB. however. held the view (January 1996) 

that there was considerable time for completion of necessary civil works and other 

formalities by the Company and as such the delay was avoidable. 

Thus. the Company's failure to ensure timely completion of civil 

works and lack of effective action to obtain the required test certificate for the 

transformer in time resulted in avoidable payment of monthly minimum charges 

amounting to Rs .4 .25 lakh for the periods during which the service connection was 

not at all energised . 

The matter was reported to the Company and the Government m 

April 1997; their replies had not been received (October 1997) . 

TAMIL NADU HANDLOOM DEVELOPMENT CORPORATION LIMITED 

4A.22 Non-achievement of objectives 

A mention has been made in 

the Report of the Comptroller and Auditor 

General of India for the year ended 31 

March 1990 (Commercial) about the need to 

reappraise the very continuance of the 

Company in ~iew of its insignificant role in 

ln view of very limited role 
played by the Company and 
in the light of findings of 
NABARD, continuance of the 
Company in its present form 
needs to be reconsidered. 

achievement of its basic objective, viz., promotion of growth and development of 

handloom industries outside the co-operative sphere. Committee on Public 

Undertakings (COPU), which considered (October 1993) the report recommended 

(April 1994) that the Company should play a better role in achieving the objective . 
for which it was established. 

The performance of the Company during the last three years upto 

1996-97 in the light of the above recommendation of COPU was reviewed (April 

1997) in Audit and the results thereof are set out below: 

(i) The Company could not make much head way in achievement of its 

objective since it had remained as a mere financing agency for extending working 

capital loan assistance to weavers outside the co-operative fold for production , 

processing and marketing of handloom goods. Even in this limited activity , it could 
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not make any significant impact. Out of about 1.20 lakh weavers estimated to be 

outside the co-operative fold , the Company was able to enroll/render such financial 

assistance only to 11437 weavers (9.5 per cent) over sixteen years of its existence 

(March 1981 to March 1997). 

(i i) The physical target fixed for grant of such loans were also reduced 

year after year. The target of 3000 fixed for 1994-95 was reduced to 2500 in 

1995-96 and further to 2000 during 1996-97. The Company was not able to achieve 

even the reduced target and the shortfall in achievement during the three years up to 

1996-97 varied between 9 and 33'.3 per cent. The Company had not analysed the 

reasons for non-achievement of even the reduced target. 

It was also observed that 63.7 per cent of loans sanctioned 

(Rs.1126.38 lakh) during the three years up to 1996-97 constituted repeat loans to 

the existing beneficiaries only, contrary to the recommendation (April 1994) of 

COPU that the Company should desist from extending such repeat loans. 

(iv) On the recovery front also , the Company was not able to improve its 

efficiency despite COPU's recommendation that the Company should concentrate on 

recovery of loans outstanding for over three years. It was observed that out of the 

principal due of Rs.223.53 lakh to the end of March 1997, Rs.121.34 lakh (54.3 

per cent) was overdue for more than three years. 

(v) Due to the limited sphere of activity , the income generated by the 

Company by way of interest on loans was not sufficient to cover the expenditure 

and the accumulated loss suffered by the Company to the end of 1996-97 amounted 

to Rs.49.73 lakh. 

(vi) A recent study (January 1997) conducted by the National Bank for 

Agriculture, Reconstruction and Development (NABARD) to improve the living 

conditions of handloom weavers in the State revealed that the Company had 

virtually an insign_ificant role in the development of handloom industries. in view of 

the fact that most of the handloom weavers had come into the co-operative fold due 

to their inability to face competition from power loom/mill sectors. 
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Thus, in view of the very limited role played by the Company in 

achievement of its desired objective coupled with the absence of any 

plan/programme to shift its focus or revamp its working and in the light of the 

findings of NABARD, continuance of the Company in its present fonn needs to be 

reappraised . 
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TAMIL NADU ELECTRICITY BOARD 

4B.1 Loss of revenue due to irregular extension of tariff concessions 

Audit noticed instances of irregular extension of tariff concessions to 

new industries resulting in loss of revenue of Rs.909.88 lakh to Tamil Nadu 

Electricity Board (TNEB) in the following two cases: 

(a) In terms of an amendment issued 

(March 1989) by the Government to the "Tamil 

Nadu Revision of Tariff Rates on Supply of 

Electrical Energy Act, 1978" , new industries set up 

in areas other than Chennai Metropolis were 

eligible for tariff concession ranging from 66 2/3 to 

Extension of irregular 
tariff concession and 
ineligible backward area 
concession resulted in loss 
of revenue of Rs.8. 75 
crore to the Board. 

90 per cent of nom1al rates for the first five years from the date of service 

connection under High Tension Tariff I (i.e., industrial tariff) . In addition, the 

new industries set up in backward areas as notified by the Industries Department 

were entitled for a further tariff concession of 15 per cent for the same period of 

five years. Later on in September 1989, the Government restricted the tariff 

concession to the first three years and also withdrew the backward a.rea concession 
• 

with retrospective effect from 3 May 1989. 

G.K. Steel and Allied Industries Limited, Dindigul , a new industry, 

was given service connection under High Tension Tariff I with a contracted load of 

16 MVA with effect from 31March1990. The TNEB extended tariff concession to 

the consumer for the first three years from the date of service connection (i.e. , from . 
31 March 1990) as per the tariff conditions prevailing then. 

However, based on a subsequent request from the consumer, the 

Government, on the recommendation of the TNEB, extended (February 1995) the 

benefit of concessional tariff and backward area concession for a period of five 

years as per the tariff conditions applicable for the service connections effected prior 

to 3 May 1989. Again, the Chief Secretary to the Government, based on the 

recommendation of the TNEB. further relaxed the concession by directing (June 
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1995) the TNEB to compute the backward area concession on the gross amount of 

the bill instead of on the net amount after adjustment of normal tariff concession as 

usually done in all such cases. Accordingly, the TNEB refunded/adjusted a sum of 

Rs .875.01 lakh to the consumer between April and June 1995. It was, however, 

observed in this context that the TNEB failed to apprise the Government regarding 

huge revenue loss likely to be suffered consequent on the relaxation of normal terms 

and conditions of tariff in favour of a particular consumer. 

Interestingly, it was observed that the taluk (i.e., Tamaraipadi) in 

which this industry was located did not fall in th~ list of backward areas as notified 

by the Industries Department. As such, the consumer was not entitled/eligible for 

any backward area concession at all. 

Thus, extension of irregular tariff concession (i.e., for five years 

instead of for three years) and ineligible backward area concession resulted in loss 

of revenue of Rs.875.01 lakh to the TNEB, which had gone as undue benefit to the 

consumer. 

The TNEB in reply stated (November 1996) that the matter was 

under investigation by the Vigilance and Anti Corruption Department. 

(b) According to the amendment (31 

January 1995) issued by the State Government to 

the "Tamil N·adu Revision of Tariff Rates on 

Supply of Electrical Energy Act, 1978", new 

industries set up in areas other than Chennai 

Metropolis are eligible for concessional tariffs 

As a result of extending 
tariff concession for the 
ineligible periods in 
contravention of the 
Government Orders, the 
Board suffered loss of 
revenue of Rs.0.35 crore. 

(i.e., 60 to 80 per cent of tariff rates) for the first three years from the date of 

service connection under High Tension Tariff I (i.e., industrial tariff). Such tariff 

concession shall also be applicable to expansion, which term shall mean an increase 

in production resulting in an increase of 25 per cent or more in the consumption of 

electricity by the industry with reference to the highest electricity consumption of 

such industry in the three financial years preceding the application. 

Jai Hind Wire Rod Mills Limited , Salem, a new industry , was given 

a service connection with a contracted load of 3750 KV A under High Tension Tariff 

I with effect from 25 October 1993. Based on a subsequent application (22 January 
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1994) made by the consumer for additional load for expansion of his activity, the 

TNEB provided another service connection with an additional load of 1750 KV A 

under the same tariff with effect from 27 August 1995. 

Against the increased electricity consumption of 3.74 lakh units 

{based on the highest consumption of 14.96 lakh units recorded during the period 

(i.e. October 1993 to January 1994) immediately preceding the application for 

additional service connection} to be achieved to become eligible for the concessional 

tariff, the actual consumption of the expanded unit during the period from . . 
September 1995 to October 1996 ranged between 2 .21 lakh and 3.71 lakh· units. 

However, the TNEB extended tariff concession amounting to Rs.34.87 lakh for the 

above period , although no such concession was admissible in terms of the 

Government Orders. 

Thus, as a result of extending tariff concession for the ineligible 

period in contravention of the Government Orders, the TNEB suffered loss of 

revenue to the extent of Rs.34.87 lakh. 

The matter was reported to the TNEB in February 1997 and to the 

Government in May 1997; their replies had not been received (October 1997). 

4B.2 A voidable expenditure due to idling of Reverse Osmosis Plant 

Based on the advice of · the 

technical consultants of North Chennai Thermal 

Power Project, the TNEB entered into (October 

1991) a contract with ION Exchange (India) 

Limited, Bombay for design , manufacture, 

supply, erection and commissioning of Reverse 

Osmosis plant. The plant was meant for 

treatment/purification of raw water required by 

Due to inability of the 
Board to supply raw water 
of specified parameter, the 
Board had to incur an 
expenditure of Rs.1.05 
crore apart from idling of 
the plant erected at a cost 
of Rs.3.19 crore. 

the three units of the project and was required to work in conjuction with 

Demineraliser plant. The plant erected in August 1993 at the cost of Rs. 319 lakh 

had not been commissioned (January 1997) on account of the TNEB's inability to 

supply raw water of specified parameters. Due to non-commissioning of Reverse 

Osmosis plant, the TNEB had to incur substantial expenditure of Rs. 105 lakh on the 

usage of acid and lye for treatment/purification of raw water during the period from 
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April 1995 (i.e., since date of commissioning of second unit in March 1995) to 

January 1997 with further recurring expenditure of Rs.0.20 lakh per day for 

treatment of water till the plant is commissioned. Moreover, the plant erected at the 

cost of Rs . 319 lakh was lying idle for nearly four years thereby resulting in loss of 

interest (at 18 per cent) of Rs.196.18 lakh on the locked up funds for the period 

from September 1993 to January 1997. 

The matter was reported to the TNEB and the Government in 

February 1997; their replies had not been received (October 1997). 

Chennai, 
The 

New Delhi, 

The 

• 

Countersigned 

(S.C.S. GOPALKRISHNAN) 
Accountant General (Audit) Il, 

Tamil Nadu 

(V.K.SHUNGLU) 
Comptrolle .. and Auditor General of India 
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ANNEXURE-1 

List of Companies in which Government invested Rs.10 lakh and above but 
which are not subject to audit by the Comptroller and Auditor General of India 

(Referred to in Paragraph l.2.12 at Page 23) 

(Amount - Rupees in lakb) 

SI. Name of the Company Amount invested as 
No. on 31 March 1997 

I. S0uth India Viscose Limited 61.25 

2. Madras Cements Limited 40.00 • 

3. Binny Limited 36.34 



-
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----- ANNEXURJE- 2 

STATEMENT SHOWlING PARTICULARS OlF UP-TO-DATE CAPITAL, ~UDGETARY 
OUTGO, JLO~S GWEN OUT FROM BUIJJGET AND OUTSTANDING AS ON 

31 MAR.Clll 1997 

(Referrredl to nirn Parragraiph 1.2.i. all: P~ge 4) 
- _ (Amount - Rupees i111 Haklln) 

SB. 
No. 

(n) 

. -
I. 

2. 

; .. : :. ~ 
3. 

4. 

Name of tlhie Compal!By 

(2) 

l!mllustries 

Southern Structurals 

Limited 

Tamjl N11du Small 
.Industries Corporation 

Limite_d (TANSI) 
·. .. . ~ .- --·-, ·, , ... 

Tamil Nadu Ceramics 

Limited 

Tamil Nadu Salt 
· Coi'pbration Limited 

S. · _Tamil Nadu Sugar Corpo-

ration Limite~ Q:·~~~_()) 

6. Tamil Nadu C1t1nents 
Corporation Limited 

7. Perarnbalur Sugar Mills 
Limited (Subsidiary of 

TASCO) 

8. Electronics Corporation of 

Tamil Nadu Limited 
(ELCOT) 

9. State Engineering and 
Servicing Company of 

Tamil Nadu Limited 

(SESCOT) (Subsidiary. of 
TANSI) 

10. Tamil Nadu Minerals 

Limited (T AMIN) 

I I. Tamil Nadu Magnesite 

Limited...-----
/ 

12. Tamil Nadu Steels 

Limited 

( 

/_.-.-

-- -

l?alid-up «:apital at me end of 11996-97 Loans Loans out 

State Cel!lltral Holdlil!Bg Ot/liers 1l'otal 
gnveDll stamling 
out of as on 3ll 

lb Widget _March 
Govern- Govem- Compa-

mel!llt ment nies 
di Wiring l!997 
tlhie-year 
ll.996-97 

3(a) ~(b) 3(11:) 3(4ll) 3(e) (4l) (5) 

..--
/ 

3435.50 
.' ~ '-~ :· ;.;. 

-
_:;:::'" -~/ 

19b.oo 18:80 3454.30 
··{::: 

;---- ____ ,,,_ . 

.1505.26 ..,._:.-- A505.2o - c ___ ~ 925.52 ___ • 
~=------------------/' 

--~-------

186.I I 186.11 NIL 

317.01 117.0i 58.00 

311.10 368.05 - IOO.O<i'- .. -779.15 
/' 

110.36 

_(97.01) 

I 799. 13 1799.13 1862.62 

220.62 196.71 417.33 198.74 

2593.05 - 2593.05 70.46 

(200.00) 

49.71' 49.71 1087.10 

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

~ 
~-

_/ 

786.90 786.90 

-- 1665.00 1665.00 125.00 549.54 

-392.00 392.00 N.A 

~-
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(I) (2) 3(•) J(b) J(c) J(d) J(e) (4) (5) 

13. Tamil Nadu Industrial 2218.09 481 .54 2699.63 --6637.46 
Explosives Limited 

(Subsidiary ofTIDCO) 

14. Tamil Nadu Leather . 250.00 250.00 320.59 
Development Corporation 
Limited 

15 Tamil Nadu Paints and 2.05 2.05 15.84 
AJlied Products Limited 
(Subsidiary ofT ANSI) 

16. Tamil Nadu Magnesiwn 362.00 362.00 1231.39 
and Marine Chemicals 
Limited (Subsidiary of 
TIDCO) 

17. Tamil Nadu Graphites I0.00 I0.00 
Limited (10.00) 

lndw1trial Finaace and 
Development 

18. Tamil Nadu Industrial 2452.28 1747.28 4199.56 300.00 89840.75 
Investment Corporation 
Limited (TDC) 

19. Tamil Nadu Industrial 9TI9.31 9n9.31 330.00 8087.90 
Development Corporation 
Limited (TIDCO) 

/ 

/ 
20. Tamil Nadu Small 655.00 655.00 956.63 

Industries Development 
Corporation Limited 

• 
(SIDCO) 

21. State Industries Promotion 3791.25 3791 .25 1978.00 23941 .63 
Corporation ofTrunil (1100.00) 
Nadu Limited (SWCOT) 

22. The Chit Corporation of 5.92 5.92 
Tamil Nadu Limited 

23. Tamil Nadu Urban 102.00 98.00 200.00 11080.01 
Finance and Infrastructure 
Development Corporation 
Limited 

24. Tamil Nadu Power 1700.00 1700.00 10000.00 97098.33 
Finance and Infrastructure (500.00) 
Development Corporation 
Limited 

I 
25. Tamil Nadu Corporation 3600.00 2930.00 2000.dO 6530.00 2050.00 

for Industrial 
Infrastructure 
Development Limited 

\ 
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(1) (2) 3(a) J(b) J (c) 3(d) J(e) (4) (5) 

26. Metropolitan 3000.00 3000.00 NIL 
Infrastructure (3000.00) 
Development Corporation 
Limited 

Agriculture and Food 

27. Tamil Nadu Agro 275.90 165.00 440.90 520.00 

Industries Corporation (29.00) 

Limited 

28. Tamil Nadu Civil 2890.85 2890.85 10228.02 

Supplies Corporation (340.00) 

Limited 

29. Tamil Nadu Oairy 207.36 207.36 

Development Corporation 
Limited 

30 Tamil Nadu Poultry Deve- 126 .. 69 126.69 116.69 

lopment Corporation 
Limited 

3 1. Tamil Nadu Fisheries 435.52 435.52 5 1.70 127.05 

Development Corporation 
Limited 

32. J amil Nadu State Fanns 155.13 155.13 

Corporation Limited 

33. Tamil Nadu Sugarcane 27.50 27.50 

Fann Corporation Limited 

Transport 

34. Pallavan Trans\?°rt 
Corporation Limited 

1200.00 1200.00 7403.84 

35. Pandiyan Roadways 1329.02 1329.()2 1192.59 

Corporation Limited 

* 
36. Cheran Transport 11 62.24 11 62.24 1637.53 

Corporation Limited 

37 Cholan Roadways 241 8.36 241 8.36 1401 87 

Corporation Limited 

38. Alma Transport 100.00 100.00 604.00 11 97.57 

Corporation Limited 

* 
39. Kattabomman Transport 2963.08 2963.08 11 35.34 

Corporation Limited 

40. Poompuhar Shipping 2053.00 2053.00 133.7 1 

Corporation Limited 

4 1. Thanthai Perivar 650.00 650 00 1810.30 

Transport Corporation 
Li1n1ted 

42. Tamil Nadu Transport 2603.01 1871.18 4474 .19 2000.00 49592.65 

Development Finance 
Corporation Limited 
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(1) (2) J(a) J(b) J(c) J(d) J(e) (4) (5) 

43 Tamil Nadu Goods 26.56 6.10 32.66 
Transport Corporation 
Limited (Under 

Liquidation) 

* 
44. 1l1iruvalluvar Transport 3946.10 3946. 10 1393.91 

Corporation Limited 

* 45. Marudhu Pandiyar Trans- 11 83.00 1183.00 495.57 
port Corporation Limited 

* 46. Patrukottai Azhagm 717.94 717.94 1841.86 
Trans-port Corporation 
L11nited 

* 47. Jeeva Transport 700.00 700.00 1374.70 
Corporation Limited 

48. Ncsamony Transport 1460.07 1460.07 1319.23 
Corporation Limited 

49. Pallavan Transport 2.00 2.00 
Consultancy Services 
L1m1tcd 

50 Oheeran Chi1mamalai 600.00 600.00 500.00 1570.04 
Transport Corporation 
Limited 

· 1. Rani Mangammal 650.00 650.00 1570.50 
Transport Corporation 
Limited 

52. A1mai Sathva Transport 400.00 400.00 1601.28 
Corporation Limited 

53. Puratch1 Thalaivar 855.0 1 855.01 1086.20 
M.G.R. Tr.msport 

Corporation L11nited 

54. Raj iv Gandhi Transport 144.45 144.45 548.00 83 1.69 
Corporation Limited 

* 55. Dr. Ambcdkar Transport 1000.00 
Corporation Limited 

1000.00 2482.00 4360.81 

56. Mahakavi Bharathiyar 680.00 680.00 570.79 
Transport Corporation 
L11nited 

57. Veeran Sundaralingam 
Transport Corporation 
Limit.c<l 

58. Vceran J\lagumuthukone 

Transport Corporation 
Limited 
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64. 

65. 

66,, 

',• 

67.· 
.. 

·'·· 

. 68. 

.. 69: 

.. 70-. 

.(2) 

JEmploym\l!l!Bt, Healtlhi 
Hd Welfare 

"\ 
Dhannapuri District 
Development Corporation 
Limited 

Overseas Manpower 
Corporation Limited 

Tamil Nadu Backward· 
Classes and Minorities 
Economic Development 
Corporation Limited 

Tamil Nadu Medicinal . . . 

Plant Farms andHerbal 
·Medicine Corporation 
Limited 

Tamil Nadu Corporation 
for Development of 
Women Limited 

·Tamil Nadu State Sports 
. Development Corporation . 
Limited 

Tamil Nadu Ex-service-. 
·;men's Corporation 
. Limited 

TamffNadu Medical 
Services Corporation 
Limited 

·Textiles a1111dl lflla111dicrafts . . 

Tami!Nadii Handloom 
·. Development Corporation . 

' 

·Limited 

·Tamil Nadu Textile 
Corporation Limited · 

·Tamil Nadri Zari Limited 
... 

Tamil Nadu HimdicraftS 
· Development Corporation 
Limited . 

Constructfo111 ani!ll 
Housing 
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3(a}· 3(b) 

.. ·' 

. :. 15~0_Q 
· ... \· 

.• .. . . 
·, .. 

. .... 
15;00 ..,.. 

: .. 

27B6 
(42~00) 

20;75 
.. 

40~00 38.42 

0.(102 

.. 22:91 

. 300;00. 
. {100,00) 

' 
267,00 

154.00 

13.20 

134.26 :84.00 
._ 

@ 

71. TamjLNadttAdi Dravidar 2439.93 3029,:SO 

.. _72. 

Housing and Development 
· .· • Corp~ration L.imited 

. ,.---­
-~ _..------ . 

. TiunffNadii sta:te cons--,---'-::-··500.00 . 
-.--tnict~~n C6-rp0rati; . · 

. Limited . · .1 
'.<; 

: .... 
,., 

J(c) ..• 3@ J(e) (4) (5) 

15.00 

'10.00 .. 
15.00 10.00. .. -

:·:·::. 
., 

. 273.56 

- 20.75 .14;62. 

78.42. 

0.002 

.22.91 61.25 

300.00 

156.56 "-:423.56 -·. 

154.00 

: 

- - ""' B.20 :.... ~34.73 

0.70 . 218.96 ~ -SS.I I ( 

·. 5469.43 . ' . 

(· 

;: . ·;:J 'i··, 

·500.00 · 
·.I 

. .. ~ 

. : . 
·.: · ... ; .. 

. ··<·"' i 
. ·.i~ 

. . ' : . . ' ' .. ~ . 
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(1) (2) 3(a) 3(b) 3(c) 3(d) 3(e) (4) (5) 

73. Tamil Nadu Police 47 ()() 47.00 2782.30 
Housing Corporalion 
Li mi led 

74. Tamil Nadu Stnle 31.50 31 .50 

\ 
Tubewells Corporation 
Li mi led 

Forestry and Plantation 

75. Tamil Nadu Forest 200.00 200.00 591.28 
Plantalion Corporalion 
Lum led 

76 Tamil Nadu Tea 596.18 596. rs 1454.02 
Plantation Corpo(ation 
Limited 

n. Arasu Ru?ber Corporation 200.00 200.00 53.45 
Limited 

Film and Tourism 

78. Tamil Nadu Tourism 573.42 573.42 231. 93 
r>evelopmcm Corporation 
Lumted 

79. Tamil Nadu Film 1391.00 1391.00 
Development Corporation 
Limited 

Excise 

80 Tamil Nadu State 340.00 340.00 
Marketing Corporation 
Luruted (T ASMAC) 

• 
81 . Tanul Nadu Spirit 160.00 240.00 400.00 1600.82 

Corporation Limited 
(Subsidiary ofTASMAC) 

Total 77034.32 6614.97 3092.47 4676.87 91418.63 21718.70 348015.37 
(5555.91) 

Figures in bracket indicate budgetary outgo during the year 

* Loan has been convened into equity and hence t11ere is no budgetary outgo. 

(ti) Equity has been converted into loan and hence reduction m equity. 

., 



SI. 
No. 

(1) 

I. 

2. 

3. 

4 . 

5. 

6. 

7. 

!t 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 
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ANNEXURE-3 

SUMMARISED FINANCIAL RESULTS OF GOVERNMENT COMPANIES 

(Ref erred to in Paragraph 

Name of the Company Date of Period 
Incorporation of 

accounts 

(2) (3) (4) 

industries 

Southern Structurals Limited 17 October 1956 1995-96 

Tamil Nadu Small Industries Corporation Limited (TANSJ) 10 September 1965 1996-97 

Tamil Nadu Ceramics Limited 14 December 1973 1995-96 

Tamil Nadu Salt Corporation Limited 22 July 1974 1996-97 

Tamil Nadu Sugar Corporation Limited (TASCO) 17 October 197 4 1996-97 

Tamil Nadu Cements Corporation Limited 11 February 1976 1996-97 

Perambalur Sugar Mills Limited (Subsidiary ofTASCO) 24 July 1976 !9%-97 

Electronics Corporation ofTamil Nadu Limited (ELCOT) 2 I March 1977 i 9%-97 

State Engineering and Servicing Company of Tamil Nadu Limited 25 April 1977 1996-97 
(SESCOT) (Subsidiary ofTANSI) 

Tamil Nadu Minerals Limited (T AMIN) 6 Apri l 1978 1996-97 

Tamil Nadu Magnesite Limited 17 January 1979 1996-97 
• 

Tamil Nadu Steels Limited 17 September 1981 1995-96 

Tamil Nadu Industrial Explosives Limited (Subsidiary ofTIDCO) 9 February 1983 1996-97 

Tamil Nadu Leather Development Corporation Limited 21 March 1983 1996-97 

Tamil Nadu Paints and Allied Products Limited (Subsidiary of 18 November 1985 1996-97 
TANSI) 

Tamil Nadu Magnesium and Marine Chemicals Limited (Subsidiary 10 February 1987 1996-97 
ofTIDCO) 

Tamil Nadu Graphites Limited 19 March 1997 

industrial Finance and Development 

Tamil Nadu Industrial Investment Corporation Limited (TUC) 26 March 1949 1996-97 

Tamil Nadu Industrial Development Corporation Limited (TIDCO) 21May1965 1996-97 

Tamil Nadu Small Industries Development Corporation Limited 23 March 1970 1995-96 
(SlDCO) 

\ 
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FOR THE LA TEST YEAR FOR WIDCH ACCOUNTS WERE FINALISED 

1.2.2 at Page 4) 

(Amount - Rupees in lakh) 

Year in Profit(+)/ Paid-up Accumulated Capital Return Percentage 
which Loss(-) capital Profit I Loss employed on capital of Return 
finalised employed on capital 

employed 

(5) (6) (7) (8) (9) (10) 11 

1996-97 (-)177.05 3309.30 (-)45 14.57 1408.33 125.88 8.94 

1997-98 (-)147.47 1505.26 (-)4584.32 5792.33 234.93 4.06 

1996-97 (-)0.66 186. 11 (-)205.50 (-)6.99 (-)0.66 

1997-98 171.93 317.0 1 (-)12.06 386.66 192.25 49.72 

1997-98 46.43 779.15 (-)505.73 4094.13 911.06 22.25 

1997-98 1553.38 1799.13 2160.58 6748.20 2 197.42 32.56 

1997-98 (-)334.49 417.33 (-)620.02 3965.46 944.05 23 .8 1 

1997-98 33.55 2593.05 32.03 1283.43 51.43 4.0 1 

l 997-98 (-)3 l.l l 49.71 (-)1 122.63 1.15 37.38 t 

1997-98 101.32 786.90 72 19.67 6620.25 123.25 1.86 

1997-98 282.72 1665.00 (-)544.71 1882.67 358.34 19.03 

1996-97 (-)59 1.11 392.00 (-)524.41 1402.57 (-)499.66 

1997-98 92.64 2699.63 (-)4289.18 
• 

5071.08 773 .49 15.25 

1997-98 (-) 163 .05 250.00 (-)524.69 20.65 (-)1 16.06 

1997-98 0.37 2.05 3.33 21.22 3.47 16.35 

1997-98 (-)364.25 362.00 (-)2306.29 (-)703. 13 (-)106.35 

ACCOUNTS NOT DUE 

1997-98 4034.16 4199.56 87.00 102788.61 16903.09 16.44 

1997-98 188.70 9779.3 1 1810.65 27512.22 2284.39 8.30 

1997-98 (-)327.19 655.00 (-)54.89 1726.21 153.85 8.9 1 

· 219-31° . . 
I 
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(1) (2) (3) (4) 

21. State Industries Promotion Corporation of Tamil Nadu Limited 25 March 1971 1996-97 
(SlPCOT ) 

22. The Chit Corporation of Tamil Nadu Limited 11 January 1984 199-l-95 

23. Tamil Nadu Urban Finance and Infrastn1cture Development 21 March 1990 1995-96 
Corporation Limited 

24. Tarml Nadu Power Finance and Infrastructure Development 27 June 1991 1996-97 
Corporation Limited 

25 Tamil Nadu Corporation for lndus trial Infrastructure Development 2 1 March 1992 1996-97 
L1m1ted 

26. Metropolitan Infrastructure Development Corporation Limited 3 January 1996 

Agriculture and Food 

27. Tamil Nadu Agro Industries Corporation Limited 15 July 1966 1995-96 

28. Tamil Nadu Civil Supplies Corporation Limited 24 April 1972 1996-97 

29. Tamil Nadu Dairy 11evelopment Corporation Limited 4 May 1972 1989-90 

30. Tamil Nadu Poultry Development Corporation Lnnited 12 July 1973 199-l-95 

31. Tamil Nadu Fisheries Development Corporation Limited 11 April 1974 1996-97 

32. Tamil Nadu State Fanns Corporation Limited 8 December 1974 1995-96 

33. Tamil Nadu Sugarcane Fann Corporation Limited 22 Febmary 1975 1995-96 
Upto 30 

June 
1996 

Transport 

34. Pallavan Tran~rt Corporation Limited I 0 December 197 I 1996-97 

35. Pandiyan Roadways Corporauon Lnmted 10 December 197 1 1996-97 

36. Chcran Transport Corporation Limited 17 Febntal) 1972 1996-97 

37. Cholan Roadways Corporation Limited 17 February 1972 1996-97 

38 Am1a Transport Corporation Limi ted 23 January 1973 1996-97 

39. Kattal>omman Transport Corporation Limited 12 December 1973 1996-97 

40. Poompuhar Shipping Corporation Limited 11 April 1974 1996-97 

41 Thantha1 Periyar Transport Corporation Limited 9 January 1975 1996-97 

42. Tamil Nadu Transport 11evelopment Finance Corporation Limited 25 March 1975 1996-97 

43. Tamil Nadu Goods Transport Corporation Limited (IJnder 26 March 1975 1989-90 
Liquidation) 

44. Thiruvalluvar Transport Corporation Limited 1-l January 1980 1996-97 

45. Marudhu Pandiyar Transport Corporation Limited I September 1982 1996-97 

46. Pallukollai Azhagiri Transport Corporation Limited 11 November 1982 1996-97 
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(5) (6) (7) (8) (9) (10) (11) 

1997· 98 745.96 379 1.25 392.87 26042.21 365 1.11 14.02 

1995· 96 (.)5.28 5.92 (·) 19.88 . 9.54 (· )0.24 

1996· 97 10. 13 200.00 44.23 11 574.70 664.01 5.74 

1997· 98 98 1.04 1700.00 992.72 93738. 16 13687.50 14.60 

1997·98 ~4.79 6530.00 23 .92 8590.07 72.85 0.85 

FIRST ACCOUNTS ( 1996·97) DUE 

1996·97 2 1.93 437.00 (. ) 1300.42 2282.06 11 8.45 5.19 

1997· 98 NIL 2890.85 (· )444.66 !2689. 17 959.07 7.56 

1996·97 NIL 207.36 (.)377.53 227.64 

1997·98 H48.29 126.69 (·)2 16.66 17.44 (·)38.80 

1997·98 (.)25.68 435.52 (·)493.75 200.84 H l&.22 

1996·97 (.)47.47 155. 13 H l392.58 (·)543.59 0.06 

1997·98 (· )0.37 27.50 c.)4 17.8 1 (·)100.20 (.)0.37 

1997·98 (.)2255.92 1200.00 (.) 15 128.76 H5677.92 ( ·) 1283 .1)4 

1997·98 (·)2 14 1.94 1329.02 (·)4524.67 1176.18 (.) 1465.63 

1997·98 H I 120.34 1162.24 (.)3902.25 548.56 (·)551.35 

1997·98 (· ) 1683. 16 241 8.36 H6020.49 535.72 {·)985.37 

1997·98 (·)1676 3 1 100.00 (·)3526.46 (· )3 17.26 (·) 12 17.50 

1997·98 (·)2505A2 2963.08 H8252 .34 255.43 (·) 1581.90 

1997·98 322. 19 2053.00 (·) 12 18.83 7239.90 997.30 13.78 

1997·98 (·)969.14 650.00 (·)201 8.36 1433.3 1 (·)560.29 

1997·98 1060.25 4474.19 547.24 46 145 .89 7663 A3 16.61 

0.2 1 32.66 (·) 132.25 (·)29.85 6.57 

1997·98 (·)3830.33 3946. 10 (·)92 16.48 (·)6.96 (·)2997.84 

1997·98 (·)1539.30 1183.00 (·)487 1.69 199.46 (·)95 1.45 

1997·98 c.)895.99 7 17.94 (·)2678.5 1 11 32.99 (.)41 3.90 
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(1) (2) (3) (4) 

47. Jceva Transport Corporation Limited 28 December 1982 1996-97 

48. Nesamony Transport Corporation Limited 16 February 1983 1996-97 

49. Pallavan Transport Consultancy Services Limited 20 February 1984 J 995-96 

50. Dheeran Chinnamalai Transport Corporation Limited 1 January 1985 1996-97 

51. Rani Mangammal Transport Corporation Limited 19 Marc h 1986 1996-97 

52. Annai Sathya Transport Corporation Limited 26 March 1987 1996-97 

53. Puratchi Thalaivar M.G.R. Transport Corporation Limited 24 Febmary 1992 1996-97 

54. Rajiv Gandhi Transport Corporation Limited I October 1993 1996-97 

55. Dr. A.mbedkar Transport Corporation Limited 18 October 1993 1996-97 

56. Mahakavi Bharathiyar Transport Corporation Limited 29 December 1993 1996-97 

57. Veeran Swl<laralingam Transport Corporation Limited 8 Ma rch 1996 

58. Veeran Alagwnuthukone Transport Corporation Limited 8 Ma rch 1996 

Employment, Health and Welfa re 

59. Dhannapuri District Development Corporation Limited 7 November 1975 1995-96 

60 Overseas Manpower Corporation Limited 30 November 1978 1996-97 

61. Tamil Nadu Backward Classes and Minorities Economic 16 November 198 1 1995-96 

Development Corporation Limited 

62. Tamil Na.du Medicinal Plant Fanns and Herbal Medicine 27 September 1983 1996-97 

Corporation Limited 

63. Tamil Na.du Corporation for Development of Women Limited 9 December 1983 1995-96 

64. Tamil Na.du State Sports Development Corporation Limited 15 November 1984 1988-89 

65. Tamil Nadu Ex-servicemen's Corporation Limited 28 January 1986 1994-95 

66. Tamil Nadu Medical Services Corporation Limited I July 1994 1995-96 

Textiles a nd Handicrafts 

67. Tamil Na.du Handloom Development Corporation Limited 10 September 1964 1996-97 

68. Tamil Nadu Textile Corporation Limited 24 April 1969 1994-95 

69. Tamil Nadu Zari Limited 6 December 1971 1996-97 

70. Tamil Nadu Handicrafts Development Corporation Limited 26 July 1973 1996-97 

Construction and Housing 

71. Tamil Nadu Adi Dravidar Housing and Development Corporation 15 February 1974 1994-95 
Limited 

72. Tamil Nadu State Construction Corporation Limited 8 February 1980 1995-96 

73. Tamil Nadu Police Housing Corporation Limited 30 April 1981 1996-9 7 

74. Tamil Nadu State Tubewells Corporation Limited 19 March 1982 1994-95 
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(5) (6) (7) (8) (9) (10) (11) 

1997-98 (-)759.09 700.00 (-) 1746.89 1228.93 (-)394.28 

1997-98 (-) 1638.51 1460.07 (-)5046..+ I 338.09 (-)1086.27 

1996-97 1.20 2.00 6.30 (-) 1.95 1.20 

1997-98 (-)953 .56 600.00 (-) 1868.50 1286.03 (-)582 .66 

1997-98 (-)817.10 650.00 (-) 1803 .42 1326.2 1 (-)495.44 

1997-98 (-) 113 1.49 400.00 (-) 1365.93 1010.49 (-)863.28 

1997-98 (-) 1749.90 855.0 1 (-)3459. 15 597.23 (-) 1277.23 

1997-98 (-)958.16 144.45 (-) 1602.42 11 81.37 (-)599.63 

1997-98 (-)2546.97 1000.00 (-)4 197.85 1673 .8 1 (-)2085.32 

1997-98 (-)1067.34 680.00 (-)2504.94 (-)329.83 (-)851.39 

l'CRST ACCOUNTS DUE 

FIRST ACCOUNTS DUE 

1997-98 9.86 15.00 75.26 132. 13 10.38 7.86 

1997-98 2. 19 15.00 7.64 32.76 3.23 9.86 

1996-97 76.78 273 .56 39.78 1622.70 114.87 7.08 

1997-98 (-) 29.98 20-.75 (-)38.88 56. 13 (-)27.99 

1997-98 7.82 78.42 13.80 164 1.90 7.82 0 .48 

1996-97 36.38 0 .002 59.96 77.69 41.32 53.19 
• 

1996-97 7.56 22.9 1 (-)22.86 48.82 20.77 42.54 

1996-'>7 8.48 200.00 15.12 267.75 8.48 3.17 

1997-98 (-) I l.35 423 .56 (-)49.73 926.89 65.56 7.07 

1995-96 89.60 154.00 (-)254. 11 136.07 115.24 84 69 

1997-98 72.36 13.20 110 .64 158.83 73.95 46.56 

1997-98 47.83 2 18.96 74.66 403 .90 79.47 19.68 

1996-97 (-)64.60 42 18.97 4835.55 (-)29.37 

1996-97 (-)214.52 300.00 (-)865.59 (-)148.82 (-) 156.74 

1997-98 2 1.46 47.00 3.79 2832.08 46.26 1.63 

1997-98 (-)7.75 31.50 (-) 193.33 (-) 110.36 (-)7.75 
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(1) (2) (3) 

Forestry a nd Plantation 

75. Tamil Nadu Forest Plantation Corporation Limited 13 June 1974 

76. Tamil Nadu Tea Plantatio1~ Corporation Limited 22 August 1975 

77 Arasu Rubber Corporation Limited lO August 1984 

Film and Tourism 

78. Tamil Nadu Tourism Development Corpornlion Limited 30 June 1971 

79. Tamil Nadu Film Development Corporation Limited 12 April 1972 

Excise 

80. Truml Nadu Stale Marketing Corpoml!on Limited (TASMAC) 23 May 1983 

81. Tamil Nadu Spirit Corporallon Limited (Subsidiarv ofTASMAC) 10 July 1989 

Note Name of the Transport Com~mes nu:ntioned m the above Annexure have smce been mochficd 
as per Govenunenl directive (July 1997) as detailed below: 

Reference to SI. No Renamed as 

in the A1mexure 

34. 

35. 

Ju 

J7 

~R 

39. 

41 

44. 

45. 

46. 

47. 

48. 

50. 

51. 

52. 

53. 

54. 

55. 

56. 

57. 

58. 

• 

Metropolitan Transport Corporation (Che1mai Division. l) Limited 

Tamil Nadu State Transport Corporution (Madurai. Division. l) Limited 

Tamil Nndu State Transport Corporation (Coimbaton: Division. I) Limited 

Tamil Nadu State Transport Corporation (Kumbakonrun. Division. I) Limited 

Tamil Nadu Stale Transport Corporation (Salem. Division. I) Limited 

1 wml Nadu Stale Transport Corporation (Madurai Division. ll) Limited 

1 amil Nadu State Transport Corporation (Villupunun DlVlsion. !) Limited 

State Express Transport Corporallon (Tami l Nadu D1v1sio11. l) Limited 

Tami l Nadu State Transport Corporation (Kumhakonam Division ID) Limited 

Tamil Nadu State Transport Corporation (Vi llupuram. Division. ll) Limited 

Tamil Nadu State Transport Corporation (Coimbatore. Division. ll) Limited 

Tamil Nadu State Transport Corporallon (MadurnJ Division ill) Limited 

Tamil Nadu State Transport Corporation (Kumbakonam. Division. IJ) Limited 

Tamil Nadu State 1 rru1sport Corporation (Madurai D1v1sion. IV) Limited 

famil Nadu State Transport Corporation (Salem Division. II) Limited 

Tamil Nadu State Trru1sport Corporation (Vi llupurrun. Division. ITl) Limited 

State Express Transport Corporation (Tamil Nadu. 01Vlsion. II) Lnmted 

Metropolitan Transport Corporation (Chennai. Dh 1:>ion II) Limited 

Tamil Nadu State Transport Corporation (Coimbatore Division. ID) Lumted 

Tamil Nadu State Transport Corporation (Madurai . Division. V) Limited 

Tamil Nadu State Transport Corporation (Kwnbakonam. Division. lV) Limited 

(4) 

1996-97 

1996-97 

1996-97 

1996-97 

1995-96 

1995-96 

1996-97 
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(S) (6) (7) (8) (9) (10) (11) 

1997-98 539.81 200.00 713 .24 1678.04 65 l.76 38.84 

1997-98 (-)206.28 596. 18 (-)1 1~1.33 1135.00 (-)10.83 

1997-98 42.87 200.00 273 .68 532.54 51 .23 9.62 

1997-98 32.48 573.42 (-)174.23 873.55 53.74 6. 15 

1996-97 (-)264.00 1391.00 (-)464.52 1964.80 (-)94.00 

1996-97 38.04 340.00 (-)13.37 1760.07 176.76 10.04 

1997-98 (-)250.ft4 400.00 (-)371.76 1620.32 (-)98.77 



SI. 
No. 

{J) 

I. 

2. 

3. 

4. 

5 

b. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15 

16. 

17. 

18. 
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ANNEXURE-4 

Particulars of Companies whose accounts are in arrears 

(Ref erred to in Paragraph 1.2.4 at Page 9) 

Name of the Company Extent of 
arrears 

(2) (3) 

Southern Structurals Limited 1996-97 

Tamil Nadu Ceramjcs Limited 1996-97 

Tamil Nadu Steels Limited 1996-97 

Tamil Nadu Small Industries Development Corporation 1996-97 
Limited 

The Chit Corporation of Tamil Nadu Limited 1995-96 and 
1996-97 

Tamil Nadu Urban Finance and Infrastructure Development 1996-97 
Corporation Limited 

Metropolitan Infrastructure Development Corporation 1996-97 
Liutitcd 

Tamil Nadu Agro Industries Corporation Limited 1996-97 

Tamil Nadu Dairy Development Corporation Limited 1990-91 to 
1996-97 

Tamil l-Jadu Poultry Development Corporation Limited 1995-96 and 
1996-97 

Tamil Nadu State Farms Corporation Limited 1996-97 

Tamil Nadu Sugarcane Farm Corporation Limited 1996-97 

Pallavan Transport Consultancy Services Limited 1996-97 

Veeran Sundaralingam Transport Corporation Limited 1996-97 

Veeran AJagumuthukone Transport Corporation Limited 1996-97 

Dharmapuri District Development Corporation Limited 1996-97 

Tamil Nadu Backward Classes and Mfooritics Economic 1996-97 
Development Corporation Limited 

Tamjl Nadu Corporation for Development of Women Limited 1996-97 

No. of 
years 

involved 

(4) 

2 

7 

2 
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(I) (2) (3) (4) 

19. Tamil Nadu State Sports Development Corporation Limited 1989-90 to 8 
1996-97 

20. Tamil Nadu Ex-servicemen's Corporation Limited 1995-96 and 2 
1996-97 

21. Tamil Nadu Medical Services Corporation Limited 1996-97 

22. Tamjl Nadu Textile Corporation Limited 1995-96 and 2 
1996-97 

23 . Tamil Nadu Adi Dravidar Housing and Development 1995-96 and 2 
Corporation Limited 1996-97 

24. Tamil Nadu State Construction Corporation Limited 1996-97 

25 . Tamil Nadu State Tubcwells Corporation Limited 1995-96 and 2 
1996-97 

2(>. Tamil Nadu Film Development Corporation Limited 1996-97 

27 . Tamil Nadu State Marketing Corporation Limited 1996-97 

• 

2/9-U 
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ANNEXURE-5 

STATEMENT SHOWlNG SUBSIDY RECEIVED. GUARANTEES RECEIVED, WAIVER OF DUES 

(Referred to in Paragraph 

Guarantees 

Subsidy recelvtd durin' th~ year {Outstanding 

f'l'ntral Stall' f'ash 

. I. Name of the Company Govern- (;ovf'rn- Others Total C rtdlt 

o. ment ment from SBI 

and othrr 

nationa-

lised 

ban](s 

(I) (2) 3{a) 3(b) 3(c) 3(d) 4(•) 

I. Southern Stru"turals LlmJted 2500.00 

(387.55) 

2. TamU Nadu Small Industries Corporation 27.00 27.00 (1000.00) 

LlmJted 

3. Tamil Nadu Cerarnks UmJted 

4. Perambalur Sur:ar Mills Limited 

5. Tamil Nadu 1,nther Development 50.00 

Corporation Umlted (50.00) 

6. Tamil Nadu lndu.'ltrial lnvmment 3850.00 3850.00 

Corporation Umlted 

7. Tamil !Vadu lndw:trial Development 

Corporation Umlted 

8. Stall' Industries Promotion Corporation 

ofTamJI Nadu Umited 

9. Tamll Nadu Urban Finance and Infra-

structul't' Development Corporation 

Umlted 

IO. Tandi Nadu Corporation for Industrial I000.00 1000.00 

1.nfnL'dructul't' Development Umlted 

II. Tamil Nadu avU Supplies Corporation 100000.00 100000.00 

Umlted 

12. Pallavan Transport Corporation Limited 2666.41 2666.41 

13. Pandlyan Roadways Corporation LimJtl'd 32CJ.JJ 329.33 

14. Chera.n Transport Corporation Umlted Jfi(),97 380.97 

IS. Cholan Roadways Corporation Umlted 251.00 251.00 
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DURING THE YEAR AND GUARANTEES OUTSTANDING AT THE END OF THE YEAR 

1.2.3 at Pages 7 and 8) 

r eceived during the year and 

at the cod of the year) 

Loans from 

other 

sounes 

4(b) 

387.00 

(387.00) 

(300.00) 

(19.54) 

5971.00 

(35967.00) 

(3445.50) 

(1971.81j 

(8562.61) 

205.83 

(NIL) 

219-33 

Letters of 

credit 

opened by 

SBr In 

respect of 

imports 

-t(c) 

Payment 

obUgations 

under acree-

mentswith 

foreign 

consultants 

or contracts 

4(d) 

Tollll 

4(e) 

2887.00 

(774.55) 

(1304>.00) 

(19.54) 

50.00 

(50.00) 

5971.00 

(35967.00) 

(3445.50) 

(1971.81) 

(8562.61) 

~05.83 

{NIL) 

Loans 

repay-

men ls 

written 

ofT 

5(11) 

510.71 

(Amount - Rupees in lakh) 

Waiver of dues durinc the year 

Interest Penal 

waived Interest 

waived 

S(b) S(c) 

471.72 

Repay­

ment of 

loaJlll on 

which 

mona-

torium 

allowed 

S(d) 

330.00 

• 

Others 

S(e) 
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(1) (2) 3(a) 3(b) 3(c) J (d) -'(a ) 

16. Anna Transport Corporation Um.ited 268.12 268.12 

17. Kallabomman Transport Corporation 118.12 118.12 150.00 

Limited (150.00) 

18. Thanthal Prrlyar Transport Corporation 280.1 7 280.17 

Limited 

19. Thlmvalluvar Transport Corporation 250.00 

Limited (250.00) 

20. Manidhu Pand.iyar Transport 102.15 102.15 

Corporation Limited 

21. PallukottaJ A.7Jutilrl Transport 178.78 178. 78 

Corporation Limited 

22. Juva Transport Corporation Limited 174.24 174.24 

23. Nrumony Transport Corporation 133.47 133.47 150.00 

Limited 

24. Dheeran ChiruuunaJaJ Transport 224.07 224.07 

Corporation Limited 

25. Rani Mancammal Transport Corporation 193.04 193.04 

Limited 

26. Puratchl Thalalvar M.G.R. Transport 149.40 149.40 

Corporation Limited 

27. Dr. Ambedkar Transport Corpontlon 1752.59 1752.59 

Limited 

28. Mahakavl Bharathlar Transport 185.00 185.00 

('orpontlon Limited 
• 

29. Tamil Nadu Backward Classes and 

Economic Development Corporation 

Limited 

30. Tamil Nadu Hand loom DeveJopment 550.00 

Corporation Limited (550.00) 

31. Tamil Nadu Textile Corpontion Limited 

32. Tamil Nadu Adi Dravldar Houslni and 2637.49 4705.81 7343.90 (93.lf?) 

DeveJopment Corporation Limited 

33. Tamil Nadu PoUce Housinc Corpontlon 1346.59 

Limited (248"'.72) 

34. Tamil Nadu Forest Plantation 

C'orpontion Limited 

35. Tamil Nadu Tea Plantation Corpontlon 

Limited 

36. Tamil Nadu State Marke.tine Corporation 1500.00 
Limited (1500.00) 

" 



• 

3539.00 

.31 ..... 83} 

125.00 

(79.J 7) 

300.00 

(300.00) 

761.00 

(822.67) 

(11110.52) 

110.00 

(98.43) 

(Hl97.SO) 

( .. H-4.20) 

(472.25) 

4(c) 4(d) 4(e) 

3689.00 

(3894.83) 

250.00 

(250.00) 

125.(Hl 

(79.17) 

450.00 

(300.00) 

76J.OO 

(822.67) 

(J8J0.52} 

550.00 

(SS0.00) 

110.00 

(192.30) 

(1097.50) 

1346.59 

(2484.72) 

(484.20) 

(472.25) 

1500.00 

(1500.00) 
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5(a) 5(b) S(c) S(d) 5(e) 

200.00 
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ANNEXURE-6 

STATEMENT SHOWING THE CAPACITY UTILISATION OF 
MANUFACTURING COMPANIES DURING THE YEAR 1996-97 

(Referred to in Paragraph 1.2.8 at Page 19) 

Name of the Company 
lo stalled/ Actual Percentage 
rated utilisation of utilisation 

(In tonnes) 

INDUSTRIES 

Tamil Nadu Cements Corporation 9.79 lakh 7.34lakb 75.0 
Limited (9.79 lakh) (7.19 lakh) (73.4) 

Tamil Nadu Steels Limited 95000 62261 65.5 
(95000) (53456) (56.3) 

Tamil Nadu Magnesite Limited 49500 37828 76.4 
(49500) (34205) (69.0) 

Tamil Nadu Sugar Corporation 920000 773838 84. I 
Limited (1035000) (933322) (90.2) 

Perambalur Sugar Mills Limited 618000 459069 74.3 
(876000) (779805) (89.0) 

(In mares) 

TEXTILES AND 
HANDICRAFfS 

Tamil Zari Limited 42900 40161 93.6 
• (39600) (33614) (85.0) 

(In Million KGs.) 

FORESTRY AND 
PLANTATION 

Tamil Nadu Tea Plantation 9.00 8.55 95 .0 
Corporation Limited (7.50) (7.63) (101.7) 

(Previous year's figures are given in brackets) 
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ANNEXURE-7 

Operational Performance of the Tamil Nadu Electricity Board 
for the three years ending 1996-97 

(Referred to in Paragraph l.3.8.3 at Page 33) 

Particulars 1994-95 1995-96 1996-97 

(1) (2) (3) (4) 

(MW) 

(l) Installed capatity 

(i) Them1al 2760 2970 2970 . 
(ii) Hydel 1948 1948 1948 

(iii) Others (Windmills and Gas 29 149 149 
turbines) 

Total (1) 4737 5067 5067 

(MKWH) 

(2) Power generated 

(i) Thermal 14026 17220 18595 

(ii) Hydel 5847 4714 4272 

(iii) Others (Windmills and Gas 164 437 82 
turbines) 

Total (2) 20037 22371 22949 

(MKWH) 

(3) Auxiliary consumption 1284 
• 

1500 1676 

(4) Net power generation (2) - (3) 18753 20871 21273 

(5) Power purchased from other sources 9038 8750 9667 

(6) Total power available for sale 27791 29621 30940 
(4) + (5) 

(7) Power sold 23093 24610 25659 

(8) Transmission and distribution loss 4698 5011 5281 
(6) - (7) 

(MW) 

(9) Nonnal maximum demand 4360 4424 4875 

(KWH) 

(10) Nwnber of units generated per KW of 4229 4415 4529 
installed capacity 
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(1) (2) (3) (4) 

( 11) Load factor ( in per cent) 

(i) Thennal 68.4 71.0 71.5 

(ii) Hydel 34 .3 28.0 24.9 

(12) Percentage of : 

(i) Generation to installed capacity 48.3 50.4 51.7 

{11) Power purchased to power 32.5 29.5 3 1.2 

available for sale 

(ii ) Transmission and distribut ion 17.0 17.0 17.0 

loss 

( 13) Plant availability 

(i) Thermal 76. 1 83.9 80.2 

(it) H;,,del N.A. 50.7 N.A 

( 14) Number of sub-stations as at tJ1e end of 6 13 69 1 734 

Lhe year 

(lakh kilometres) 

( 15) Transmjss1on and distribution lines as 
at t11e end of the year 

(i) High/Medium voltage 1.0 I 1.05 1.07 

(ii) Low voltage 3.80 3.92 .rn.+ 

Total (I~) 4.81 4.97 ~. ti 

(MW) 

( 16) Connecttd load as at tJ1e end of the ;year 16867 18208 19396 

(Number in lakhs as at the end of the year) 

( 17) Villages/towns electrified 0.64 0.6.+ 0.64 

( 18) Plimpsets/wells 

(i) Energised 14.87 15.27 15 66 

(ii) Awa1tmg encrgisat.Jon 4.97 5.03 4 9 1 

( 19) Distribution transformers I.OR 1.07 1.12 

(20) Consumers 97.54 105. 15 110.4 1 

(2 1) Number of employees 0.86 0.78 () 8.+ 

(22) Total expcndjture on staff (Rupees in 63608 71 153 81370 
lakhs) 

(23) Percentage of expenditure on staff to 16.5 16 .9 17.2 
total revenue expenditure 
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(1) (2) (3) (4) 

(MKWH) 

(24) Break-up of sale of energy according to 
categories of accounts 

(a) Agriculture 6228 6600 6910 

(b) Industries 9622 10392 10973 

(C) Commercial 1531 1575 1676 

(d) Domestic 3765 4 15() 4181 

(e) Ot11crs 1947 1893 1919 

Total (24) 23093 24610 25659 

(paise) 

(25) (a) Revenue per KWH (excluding 151.92 167.75 172.89 
subsidy) 

(b) Expenditure per KWH 152.02 170.87 186.54 

(c) Profit (+) I Loss(-) per KWH (-)0. lO (-)3. 12 (-) 13.65 

N.A. : Not Available 

• 
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ANNEXURE-8 

Physical performance of Tamil Nadn Warehousing Corporation 
· for three years up to 1996-97 

(Referred to in Paragraph 1.3.8.3 at Page 33) 

1994-95 1995-96 1996-97 
(Provisional) 

(In numbers) 

Wart.hou.ca1,g v~. ·u-.. ... 11 the beginning of the 63 62 62 
year 

Waichousing centres set up duri11g the year 

Warehouses clo~cd/mcrged dnr111g the year 

Warehouc;es at the end of the ye.~ r 62 62 62 

(':ipacitv ec;tablished (In lakh tonnes) 

C0nstructed (om1ed) 5.64 5.84 5.98 

ilird 0.27 0.26 0.23 

Average storage capacity available 5.9 1 6.10 6.2 1 

Aver-age capacity utilised 4.67 4.66 .f.66 

Percentage of utilisation 790 76A 75.0 

Storage charges received (in takhs of rupees) 631.88 727.83 790. 14 

• 


