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I 
·) 

Government commercial elterprises, the accounts of which are subject to 
audit by the Comptroller I and Auditor General of India, fall under the 
following categories: 

(i) Government companies, 
(ii) Statutory corporatiqns and 
(iii) Departmentally martaged commercial undertakings. 

I 

2. This Report deals ~ith the resuUs of audit of Gov~rnment companies 
and Statutory corporations! and has been prepared for submission to the 
Government of Kamataka ~nder Section 19.A of the Comptroller and Auditor 
General's (CAG) (Duties, Powers and Conditions of Service) Act, 1971, as 

I . 

amended from time to tim~. The results of. audit relating to departmentally 
managed commercial undertakings are · included in the · Report of the 
Comptroller and Auditor Gdneral of India (Civil) - Government of Karnataka. 

I 
3. Audit of accounts 1of Government companies is conducted by the 
Comptroller and. Auditor <:Jeneral of India (CAG) under the provisions of 
Section 619 of the Companirs Act, 1956. 

i . . . 
4. In respect of Karnat

1
aka State Road Transport Corporation, Bangalore 

Metropolitan Transport <Corporation, North Western Karnatak:a Road 
· Transport Corporation aqd North Eastern Karnatak:a Road Transport 
· Corporation, whlch are Sta~tory corporations, the Comptroller and Auditor 
General of India is the sole Auditor. As per State Financial Corporations 

I . . . 

(Amendment) Act, 2000, CjAG has the right to conduct the audit of accounts · 
of Karnataka State Financial Corporation in addition to the audit ·conducted by 
the Chartered Accountants, (appointed by the Corporation out of the panels of 
auditors approved by the R~serve Banlc of India. In respect of Kamataka State 
Warehousing Corporation, ~AG has the right to conduct the audit of their 
accounts in addition to the audit conducted by the Chartered Accountants, 

· appointed by the State Gov¢rnment in consultation with CAG. In respect of 
Karnataka Electricity Regufatory Commission, CAG is the sole auditor. The 
Audit Reports on the annu~ accounts of alµ these corporations are forwarded 
separately to the State Government. · 

I 
I . 

5.. The cases mentioneq in this Report are those, which came to notice in 
the course of audit during 2004-05 as well as those which came to notice in 
earlier years, but were not d~alt with in the previous Reports. Matters relating 
to th.e period subsequent ~o 2004-05 have also been included, wherever 
necessary. · I 

I 
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As on 31 March 2005," .thtr State had 82 Public Sector Undertakings (PSUs) 
· comprising 76 Government cmnpanies (including 17 non-working companies) 
and six Statutory corpor,ations as against same number of companies/ 
corporations during the previous year. ~ In addition, there were four deemed 
Government companies un~er Section 619 B of the C~mpanies Act; 1956 as on 
31 March 2005. . 1 • 

i 
. ' (Paragraphs Ll and J.28) 

. '· ·. . ... I ... ·_ . . ·_ .·. · .. ·. . . . 
The total .investment in working PSUs increased from Rs, 33,697.10 crore as 
on 31 March 2004 to Rs. j37;680.84 crore as on 31 M;arch 2005. The total 
investment ·in . non-working PSUs increased from Rs.536.93 crore to 

. Rs.575.42 crore during th~ Same period. ·. 
· (Paragraphs 1.2 and 1.16) 

The budgetary support id the form of capital, loans, grants . and subsidy 
disbursed to the working P$Us increased from Rs.3,663.61 crore in 2003.:04 to 
Rs.5,387.68 cl'ore in 2004-05 .. · · The State Government also provided 
Rs.42 .. 88 crore in the for~ of loans to two non.:.working companies during 
2004-05. · The State ! Government. guaranteed loans aggregating 
Rs.l,0~9.63 crore during 2004-05. Guarantees amounting to Rs.8,425.02 crore 
against 22 working Gov~rrtnient companies and three working Statutory_ 
corporations were outstanding as on 31 March -2005. . 

(Paragr(lphs 1.5 and 1.17) 
i 

Forty two worki_ng Goveryment companies and three Statutory corporations 
finalised their accounts fori the year 2004-05. The accounts of the remaining 
Government companies antl Statutory corporations were in a:rreats for periods 
ranging from one to three i years as onJO September2005. The accounts of 

. seven non-working .Government companies were· in arrears for periods ranging 
from one to two years :is oti. 30 Septemb~r 2005. 

: (Paragraphs 1.6 and i19) . 
. 'I 

·According to laJest finali~ed accounts, 37 working PSUs (33 Government 
companies and four Statutory corporations) earned. aggreg~t~ profit ·of 
Rs.740;35 crore. .Out of forty two working Government compani~s. which 
finalised their accounts fot 2004-05 by September 2005, only five comp~1nies 
declared divide12d aggr~g~~ing Rs.14.95 crore. Tw0nty one working PSUs (19 
Government co!npaniec: ~h~ two Statutory corporation) incurred aggregate loss 
of Rs.174.30 crore as per their latest finalised accounts. Of the loss incurring 
PSUs; nine companies a1:1.<l; two Statutory corpqrations had accumulated losses 
aggregating Rs.722.21 crore and Rs.268.73 crore respectively, which exc~eded · 
their' aggregate paid up capital of Rs.558.80 crore and Rs, 177 .14 crore 
respectively.· -

.· · - (Paragraphs 1. 7 to 1.11) 
1 • - - . • 
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12. Reviews relating to Government companie~ 

Reviews relating to Performance of Schemes operated by Social Welfare 
Companies, Funds Management in Karnataka Neeravari Nigam Limited 
and Performance of Hotel Division including Infrastructure development of 
T he Karnataka State Tourism Development Corporation Limited were 
conducted and some of the main findings are as follows: 

Performance of Schemes operated by Social Welfare Companies 

The Government of Karnataka formed four Companies viz., KSCSTDC.f. 
KBCDC., KMDC0 and KSWDC· with the main objective of narrowing the 
socio-economic gap between the general level of economic and soc ial 
development of society qnd that of Scheduled Castes/Scheduled Tribes, 
Backward Classes, Religious Minorities and Women in Karnataka. These 
companies were not able to fully achieve these objectives as: 

.);> They failed to utilize Rs.10 l.21 crore provided by the Central and State 
Government under various schemes. 

>:> The borewells dug at a cost of Rs.65.74 crore remained unutili zed as 
these Companies failed to energise these borewells reportedly due to 
lack of funds. 

>:> KSCSTDC increased the number of beneficiaries by widening the 
scope of the definition of beneficiaries thereby depriving the eligible 
beneficiaries of thP- benefits of the schemes. 

>:> KMDC failed to adhere to the ratio of benefits prescribed by the 
Governmer.t for various minority communities. 

The Companies did not comply fully with the recommendations of Committee 
on Public Undertakings. 

(Chapter 2.1) 

Review on Funds Management in Karnataka Neeravari Nigam Limited 

The Company was set up in December 1998 as a special purpose vehicle to 
complete various irrigation projects on fast track basis by 2003 to utilize the 
Karnataka State's share of water awarded under Krishna Water Disputes 
Tribunal. The Company on its formation took over eight projects which were 
under execution. The objective of formation of the Company to complete the 
projects on fast track basis was not fully met as: 

>:> it could utilize O'lly 90.17 thousand million cubic feet (tmc) of 
w2ter by the ~nd of March 2005 as against allocation of 217.61 tmc, 

• Karnataka Scheduled Castes and Scheduled Tribes Devrlo9mcnt Corporation Limited. 
• Karnataka Backward Classes Development Corporation • . ..imiled. 
0 The Karnataka Minor!tics Development Corporation Limited. 
• Karnataka State Women's Development Corporation. 
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Overview 

~ the eight pro_iects taken over at the time of it£ formation were yet 
(August 2005) to be completed as against the envisaged date of 
March 2003, 

~ twenty five new projects costing Rs.6,532 crore were entrusted 
without identifying and providing for the resources for their 
execution, 

~ the Company depends mainly on Government guarantees for 
mobilisation of funds; and considering the current level of 
Government support it would take 36 years to complete all the 
projects. 

As against the repairs a;:d maintenance cost of Rs.149.09 crore, the Company 
made a demand of Rs.7'.3'56 crore as water charges, and collected Rs.7.87 crore 
only during last five years e11ded March 2005, which represented 5.28 per cent 
of repairs a11d maif!~enance cost, indicating low internal generation of 
resources. 

(Chapter 2.2) 

Performance of Hotel Division including Infrastructure Development of 
Karnataka State Tourism Development Corporation Limited 

The Company set up in February 1971 with a view to promote and develop the 
domestic as well as international tourism in the State, did not achieve fully its 
objective as tourists who a'!ailed its facilities was negligible. 

There was no systerr. of preparing the Annual Plar1 for taking up the projects 
for upgradatic~ and r~!!o·:ation of h0tels. 

The grants received from Central/State Government for creating/developing 
tourist infrastructure wer~ parked in fi.r.ed deposits; the utilization of grants was 
very low. ~s such the proje:ted facilities could not be created. The Company, 
consequently, failed to tap the full tourist potential cf its hotels. 

There has been delay in implementation of projects for upgradation and 
renovation of its hotels resulting in foregoing revenue of Rs.2.24 crore during 
2000-05. 

(Chapter 2.3) 

13. Transaction Audit Observation~ 
Audit observations ir.clucled in this Report rughlight d~ficierdes in the 
management of PSUs, which resulted in serious financial implications. The 
irregularities pointed oui: :1r~ broadly of the following nature: 

• There were 12 cases of losses amounting to Rs. 15.71 crore on account of 
unproductive/extr'llavoidable expenditure and undue favour to 
contractors. 

(Paragraphs 3.1to3.4, 3.6 to 3.7, 3 9 to 3.12, 3.16 and 3.17) 
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o Instances of incorrect projections/deviation in tender conditions resultmg 
. in loss of Rs.37.49 lakh, loss of export incentive of Rs.1.71 crore, loss of 
interest of Rs.86.84 lakh and non-recovery of dues of Rs.85.36 lakh were · 
also noticed. 

. (Paragraphs 3.5, 3.8 and 3.13 to 3.15) 

Gist of the important observations are given below: 

· Ka:rnataka Neeiravad. Nigam Limited failed to utilize the hard rock available 
· from excavation of canal for dam and allied works resulting in extra 
expenditure of Rs .2.18 crore. 

(Paragraph 3.1) 

Karnataka Neeiravari Nigam Limited failed to deduct the foll cost of rubble 
supplied/used for the work ahd the element of profit thereon from the rates 
payable to the contractor, resulting in undue benefit of Rs.59.09 lakh to the 
contractor. 

(Paragraph 3.3) 

Adoption of marketrates instead of the rates specified in the schedule of rates 
for payment for additional quantities, in . contravention of the terms of the 
agreements, resulted in excess payment of Rs.40.54 lakh by Krishna Blhagya 
Jafa Nigam Limited. · 

(Paragraph 3. 7) 

Faih.ire of Karnataka· Soaps mull Detergents Limited to.conduct market 
survey, resulted in loss of Rs.1.76 crore in sale of 'All Fair' fairness cream. 

(Paragraph 3.9) 
. . . . -

Hasty decision of Kairn~talka Soaps and Detergents Limited in placing the 
second order before the. expiry of delivery period of first order resulted in. 
avoidable extra expenditure of Rs.1.56 crore. 

(Paragraph 3.10) 

· The decision of Karnafaka Soaps. and Detergents Limited to procure 
sandalwood .oil ins.tead of resorting to in-.house production resulted in extra 
expenditure of Rs.34.83 lakh. · 

(Paragraph 3.12) 

The Mysore Sugar Company Limited failed to claim export incentive. of 
Rs.1.71 crore from the State Government for settlement of dues to farmers. 

(Paragrap!z 3.13) 

The Mysore Sugar Company Limited raised bonds without prior consent of 
the Government for budgetary support resulting in locking up of the funds so 
rais~d and consequential loss of interest of Rs.86.84 Jakh .. 

(Paragraph 3.14) 
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( CHAPTER I ) 

Overview of Government companies and Statutory corporations 

Introduction 

1.1 As on 31 March 2005, there were 76 Government companies (59 working 
companies and 17 non-working companies*) and six Statutory corporations 
(working) under the control of the State Government, as against same number 
of companies/corporations as at 31 March 2004. In addition, the State 
Government had formed Karnataka Electricity Regulatory Commission, 
whose audit is also being conducted by the Comptroller and Auditor General 
of India (CAG). The accounts of the Government companies (as defined in 
Section 617 of the Companies Act, 1956) are audited by the Statutory 
Auditors, who are appointed by the CAG as per provision of Section 619(2) of 
the Companies Act, 1956. These accounts are also subject to supplementary 
audit conducted by the CAG as per provisions of Section 619 of the 
Companies Act, 1956. The audit arrangements of Statutory corporations are 
as shown below: 

SI. 
Name of the Corporation Authority for audit by the CAG Audit arrangement 

No. 

1 Kamataka State Road Transport Section 33(2) of the Road Transport Sole audit by the CAG 
Corporal.ion (KSRTC) Corporations Act, 1950 

2 Bangalore Metropolitan Transport Section 33(2) of the Road Transport Sole audit by the CAG 
Corporation (BMTC) Corporations Act, 1950 

3 North Western Karnataka Road Section 33(2) of the Road Transport Sole audit by the CAG 
Transoort Corporation (NWKRTC) Corporations Act, 1950 

4 North Eastern Kamataka Road Section 33(2) of the Road T ransport Sole audit by the CAG 
Transoort Corporation (NEKRTC) Corporations Act, 1950 

5 Kam ataka State Financial Section 37(6) of the State Financial Audit by Chartered 
Corporation (KSFC) Corporations Act, I 95 1 Accountants and 

Supplementary Audi t 
by theCAG 

6 Kamataka State Warehousing Section 3 1(8) of the State Audit by Chartered 
Corporation (KSWC) Warehousing Corporations Act, Accountants and 

1962 Supplementary Audit 
by theCAG 

!Working Public Sector Undertakings (PSUs~ 

lllvestment in working PS Us 

65 working PSUs (59 1.2 As on 31 March 2005, the total investment in 
Government companies and six Statutory 
Rs.37,680.84 crore9 (equity: Rs.12,598.05 crore; 

• 

corporations) was 
long-term loans@: 

Non-working companies/corporations are those, which are under the process of 
liquidation/closure/merger, etc. 

v State Government 's investment in working PSU's was Rs.22,088.32 crore (other : 
Rs.15,592.52 crore). Figure as per Finance Accounts, 2004-05 is Rs.11,412.76 crore. 
The difference is under reconciliation. 

@ Long term loans mentioned in paragraphs 1.2, 1.3, 1.4 and 1.16 are excluding interest 
accrued and due on such loans. 
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Rs.22,072.72 crore and share application money Rs.3,010.07 crore) as against 
65 working PSUs (59 Government companies and six Statutory corporations) 
with total investment of Rs.33,697. 10 crore (equity: Rs.8,417.69 crore; 
long-term loans: Rs.21 ,105.38 crore and share application money 
Rs.4, 174.03 crore) as on 31 March 2004. The analysis of investment in 
working PSUs is given in the following paragraphs. 

The investment (equity and long-term loans) in various sectors and percentage 
thereof at the end of 31 March 2005 and 31 March 2004 are indicated below in 
the pie charts: 

Sector-wise investment in working Government companies and 
Statutory corporations 

3,275.09 
(8.69) 

1,844.38 

(Figures in bracket are percentage) 

As at 31 March 2005 
(Total im>estmenl - Rs.37,680.84) 

22,605.26 
(59.99) 

(4.89) ---

451.69 
(1.20) 

As at 31 March 2004 
(fotal imestment- Rs.33,697.10 crore) 

1,340.26 
(3.98) 

960.87 
(2.85) 386.04 

(1.14) 

• Construction • Financing 
• Other • Power 

372.03 
(1.10) 

D Industries D Irrigation 
• Social welfare D Transport 

Due to significant increase in paid-up capital of irrigation sector companies 
the debt equity ratio decreased from 1.68: 1in 2003-04 to 1.41:1 in 2004-05. 
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Chapter I Overview of Govemme11t companies and Statutory corporations 

Working Government companies 

1.3 Total investment in working Government companies at the end of 
March 2004 and March 2005 was as follows: 

(R ) upees m crore 

Number of Share 
Year 

companies 
Equity application Loans Total 

money 
2003-04 59 7,862.10 4,135.62 18,801.36 30,799.08 

2004-05 59 12,012.46 2,971.66 19,808.01 34,792.13 

As on 31 March 2005, the total investment of working Government companies 
comprised 43.07 per cent of equity capital and 56.93 per cent of loans as 
compared to 38.95 per cent and 61.05 per cent respectively as on 
31 March 2004. 

Increase in total investment was due to increase in equity and loans in power 
and irrigation sectors. 

The summarised statement of Government investment in working Government 
companies in the form of equity and loans is detailed in Annexure-1. 

Working Statutory corporations 

1.4 The total investment in six working Statutory corporations at the end of 
March 2004 and March 2005 was as follows: 

(R upees m crore 

Name of the Corporation 
2003-04 2004-05 

Capital Loan Capital Loan 

Karnataka State Road Transport 208.39 177.25 220.39 223.50 
Corporation (KSRTC) 

Bangalore Metropolitan Transport 64.72 34.97 64.72 28.93 
Corporation (BMTC) 

North Western Karnataka Road 93.64 112.90 102.64 122.97 
Transport Corporation (NWKRTC) 

North Eastern Kamataka Road 83.50 40.67 92.50 32.77 
Transport Corporation (NEKRTC) 

Karnataka State Financial C0rporation 97.84 1,898.66 97.84 1,814.98 
(KSFC) (36.01 ) (36.01 ) 

Kamataka State Warehousing 7.50 39.57 7.50 41.56 
Corporation (KSWC) (2.40) (2.40) 

Total 555.59 2,304.02 585.59 2,264.71 
(38.41) (38.41) 

(Figures in bracket indicatP. -;hare application money) 

The summarised statement of Government investment in working Statutory 
corporations in the form of equity and loans is detailed in Annexure -1. 

------------ -----------------
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Audit Report (Commercial)fcr the year ended U March 2005 

Budgetary outgo, grants/subsidies, guarantees, waiver of dues and 
conversion of loans into equity 

1.5 The details regarding budgetary outgo, grants/subsidies, guarantees 
issued, waiver of dues and conversion of loans into equity by State . 
Government to working Government companies and working Statutory 
corporations are given in Annexures 1 and 3. 

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

Equity outgo 
from budget i 21 2,960.10 13 1,525.38 9 2,787.24 3 30.00 

Loans given 
from bud· et 

.Grants 

Subsidy towards 
(i)Projects/ 
Programme/ 
schemes 
(ii)Other subsid 
Total subsidy 

3 14.36 6.38 6 89.45 9 209.64 42.00 

IO 51.83 11 108.05 14 377.27 

4 196.92 3 5.45 12.50 4 215.05 

8 737.86 4 85.45 9 1,893.67 4 29.11 5 1,585.00 5 141.48 
12 934.78 4 85.45 11 1,899 .12 4 41.61 9 1,800.05 5 141.48 

During ~004-05, the Government had guaranteed the loans aggregating 
Rs.1,089.63 crore obtained by 15. working Government companies 
(Rs.1,082.60 crore) and two Statutory corporations (Rs,7.03 crore). Atthe end 
of the year, guarantees amounting to Rs.8,425.02 cr6re ·against 22 working 
Government companies (Rs.7,907.31 crore) and three working Statutory 
corporations (Rs.517. 71 crore) were outstanding. The Government. had 
foregone Rs.0.36 crore by way of interest waiver in one company during the 
year. Tlie guarantee commission paid/payable to the Government, by 
Government companies and Statutory corporations, during 2004-05 was 
Rs.14.56 crore/ Rs.75.35 crore and Rs.3.23 crore/Rs.2.88 crore, respectively. 
Three working companies defaulted in repayment .. of guaranteed loan of 
Rs.76.23 crore and payment of inte.rest of Rs.31.57 crore. 

Finalisation of accounts by working PS Us 

1.6 The accounts of the companies for every financial year are required to be 
finalised within six months from the end of relevant financial year under 
Sections 166, 210, 230, 619 and 619 B of the Companies Act, 1956 read with 
Section 19 of the· Comptroller and Auditor General's (Duties, Power and 

"" These are actual numlber of com]panies/corporations, which have received budgetary 
support in the form of equity, loans, grants and subsidy from the State Government 
during the year.· 
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Chapter I Overview of Government companies and Statutory corporations 

Conditions of Service) Act, 1971. They are also to be laid before the 
Legislature within nine months from the end of the financial year. Similarly, in 
case of Statutory corporations, their accounts are to be finalised, audited and 
presented to the Legislature as per the provisions of their respective Acts. 

Forty two working companies out of 59 working Government companies and 
three of the six working Statutory corporations, have finalised their accounts 
for the year 2004-05 within stipulated period (September 2005), as could be 
noticed from . Annexure-2. During October 2004 to September 2005, 13 
working Government companies finalised 13 accounts for previous years. 
Similarly, during this period, three working Statutory corporations finalised 
three accounts for the previous years. 

The accounts of 17 working Government companies and three Statutory 
corporations were in arrears for periods ranging from one to three years as on 
30 September 2005, as detailed below: 

Number of companies I 
Year for Number of years 

Reference to serial number 
corporations of Annexure 2 

which for which 
SI. 

Government Statutory accounts are accounts are in Government Statutory No. 
companies corporations in arrears arrears companies corporations 

1 01 - 2002-03 to 3 
A-7 -

2004-05 
2003-04 to 2 

A-5 
2 01 - 2004-05 -

A4, 8, 10, 12, 18, 
3 15 3 2004-05 

I 22, 24. 26. 27, 39, B 3,4 &6 
44, 45, 47, 50 & 
58 

The administrative departments have to oversee and ensure that the accounts 
are finalised and adopted by the PSUs within prescribed period. Though the 
concerned administrative departments were informed every quarter by the 
audit of the arrears in finalisation of accounts, no remedial measures had been 
taken, as a result of which the net worth of these PSU' s could not be assessed 
in audit. 

Financial position and working results of working PS Us 

1.7 The summarised financial results of working PSUs (Government 
companies and Statutory corporations) as per latest finalised accounts are 
given in Annexure-2. Besides, statements showing financial position and 
working results of individual working Statutory corporations for the latest 
three years, for which accounts were finalised, are given in 
Annexures 4 and S respectively. 

According to the latest finalised accounts of 59 working Government 
companies and six working Statutory corporations, 19 companies and two 
corporations had incurred an aggregate loss of Rs.151. 71 crore and Rs.22.59 
crore, respectively and 33 companies and four corporations earned an 
aggregate profit of Rs.628.38 crore and Rs.111.97 crore, respectively. Five 
companies had not commenced commercial activities and in case of two 
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Audit Report (Co111111ercial)for the year ended 31 March 2005 

companies, excess of exoenditure over income is capitalised and no profit and 
loss account is prepared. 

Working Government companies 

ProjU eaming working companies and dividend 

1.8 Out of 42 working Government companies, which finalised their accounts 
for 2004-05 by September 2005, 22 companies earned an aggregate profit of 
Rs.588.35 crore and only five companies (serial No.A-2, 25, 42, 43 and 59 of 
Annexure-2) declared dividend aggregating Rs.14.95 crore. The dividend as 
percentage of share capital in these five profit making companies worked out 
to 2.23 per cent. The total° return to the Government by way of dividend of 
Rs.14.16 crore worked out to 0.12 per cent in 20M-05 on total equity 
investment of Rs.11,879.99 crore by the State Governfr11..nt in all Government 
companies as against 0.18 per cent in the previous year. The State 
Government had not formulated any dividend policy so far. 

Similarly, out of 13 working Government companies, which finalised their 
accounts for previous years by September 2005, 8 companies earned an 
aggregate profit of Rs.37 .17 crore and they have earned profit for two or more 
successive years. 

Loss incurring working Government companies 

1.9 Of the 19 loss incurring working Government companies, nine 
companies6 had accumulated losses aggregating Rs.722.21 crore, which 
exceeded their aggregate paid up capital of Rs.558.80 crore. 

Despite poor performance and complete erosion of paid up capital. the State 
Government continued to provide financial support to these companies in the 
form of contribution towards equity, further grant of loans, subsidy, etc. 
According to available information, the total financial support provided by the 
State Government by way of equity, loan, grant and subsidy during 2004-05 to 
six companies amounted to Rs.43.61 crore. 

Working Statutory corporations 

Profit eaming Statutory corporations and dividend 

1.10 Three Statutory corporations which finalised their accounts for 2004-05 
by September 2005 earned an aggregate profit of Rs.109.39 crore and none of 
the corporations declared dividend. Out of three Statutory corporations, which 
finalised their accounts for previous year by September 2005, only one 
corporation (Karnataka State Warehousing Corpon;itjon) earned a profit of 
Rs.2.58 crore and declared dividend of Rs.25.78 lakh. The dividend as a 
percentage of its share capital worked out to 3.44 per cent. The total return to 
the Government by way of dividend of Rs.14.09 lakh worked out to 0.03 per · 
cent in 2004-05 on total equity investment of Rs.503.62 crore by the State 
Government in all the Statutory corporations as against 0.09 per cent in the 

6 Serial numbers A-4, 7, 12, 16, .19, 39, 52, 56, 57 of Annexure-2. 
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previous year. Four corporations earned profit for two or more successive 
years. 

Loss incurring Statutory corporations 

1.11 Out of three StatutoJ corporations, which finalised their. accounts for the 
year 2003-04, two Statuf ory corporations incurred losses aggregating to 
Rs.22.59 crore and the· accumulated losses of the corporations aggregated 
Rs.268.73 crore, which h~d far exceeded their aggregate paid up capital of 
Rs.177 .14 crore. 

Operational performance of working Statutory corporations 

1.12 The operational peAormance of the Statutory corporations js given in 
Aim.exure-6. Percentage pf overdues to the total loans outstanding in respect· 
of Karnataka State Financial Corporation decreased from 45.57 in 2003-04 to 
43.29 in 2004-o:. . I 

Return on capital employed 

1.13 As per the latest finllised accounts (up to September 2005), the capital 
employed* worked out tol R~.36,871.60 crore in 59 wo:king companies and 
total return+ thereon amm~nted to Rs~l,123.U crore, which was 3.05 per cent 
as compared to total returrl of Rs.1,143.71 crore (4.20 per cent) in the previous 
year (accounts finalised/ up to September 2004). Similarly, the capital 
employed and total return 

1

thereon in case of working Statutory corporations as 
per the latest finalised ~ccounts (up to September 2005) worked out to 
Rs.2,750.50 crore and Rs.~88.74 crore (10.50 per cent) respectively, as against 
Rs.2,670.39 crore and Rsl339.43 crore (12.71 per cent) in the previous year 
(accounts :finalised up to 

1

September 2004). The details of capital employed 
and total return on Cagital employed in case of working Government 
companies and Statutory dorporations are given in Allllnexmre-2. 

. I . . . . . . 
=== ~,~~~tro

1 

Statu~ ofimplementaa1n of MOU between the State Government and 
the Central Government · 

. I 
1.14 A Memorandum of pnderstanding (MOU) was signed in February 2000 
between the Ministry of JPower, Government of India and the Department of 

·Energy, Government of Kamataka as a joint commitment for implementation 
of reforms programme ill power sector with identified milestones .. 

* CapD.tal employed represenb net fnxed assets (Il.nch.Rding capita! works-in-progress) pl1Uls 
I 

wol!"king capital except Jinl finance companies and col!"poratfons where it l!"epresents a · 
mean of aggregate of opebing and dosing balances of paid-up capital; free reseirves, 
lbonds, deposiits and lbofr~wings (Jincl1Ulding refmance). . 

+ For cakulatnng total ret1Ulrn on capital employed, interest on borrowed f11llnds Il.s added 
to net prnfit/sulbtiracted 1frbm the loss as disdosed in th.e pirofit and loss accoumt. I . 
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Status of implementation. of reform programme against each commitment 
·made in the MOU is detailed below: 

Cilmmitmel\lts maclle by the State Government 
' 

1~ 

2. 

3: 

4j 

5 

6 

100 per 
electrification 
villages. 

cent 
of all 

Reduction in transmission 
and distribution (T & D) 
losses by IO to 15 per 
cent. 

By 2012 

Five per cent reduction 
in T & D losses every 
year. 

100 per cent metering of September 2001 
all distribution feeders. 
100 per cent metering of Before 2003-04 
all consumers. (Revised to 

2004-05) 
Energy audit at 11 KV September 2001 
sub-station level. 
Securitised outstanding 
due of CPSUs. 

As per 2001 census, there are 27,481 
inhabited villages; of which 26,772 villages 
have been electrified; leaving a balance of 
709 villa es to be electrified. 
T & D Losses reduced from 35.50 per cent during 
2000-01 to 29.50 per cent during 2004-05. Thus 
the reduction in T & D Losses achieved over the 
last four years is only 6.00 per cent as against the 
tar et of 20 er cent. 
Completed by December 2002. 

Out of 27.49 lakh consumers m the un­
metered category, only 11.57 lakh consumers 
(42 er cent) were installed with meters. 
Energy audit of 11 ·KV feeders, on monthly 
basis, has commenced frorri June 2003. 
The dues were securitised by issue of bonds 
in August 2003. No dues were securitised 
durin 2004-05. 

7 State Electricity Regulatory Commission (SERC) 

i) Establishment of 
Karnataka Electricity 
Regulatory Commission. 

ii) Implementation of 
tariff orders issued . by 
KERC durin the ear. 

The State Electricity 
Regulatory 
Commission was to be 
made functional within 
six months. 

The Karnataka State Electricity Regulatory 
Commission was established in August 1999, 
arid started · functioning from 

·November 1999. 

Implemented from time to time. 

Commitment made by the Central Government 

8.; Supply of additional 
power. 

9. Any other help. 

General 

10.! Monitoring of MOU. 

The GOI agreed to After completion of Talcher-Kolar line, 
supply additional 180 additional power wa:s being received. 
MW. However, with the introduction of 

availability based tariff mechanism, the 
allocation from Central Generating stations is 
no longer valid as the excess or short drawal 
is left to the individual states considering the 
price prevailing at the time of drawal linked 
to the fre uenc . 

Reduction in interest Interest rate on loans from Power Finance 
rate on loans availed Corporation has been reduced. 
of from CPSUs · 1.e. 
PFC/REC. 

Monitoring was done~ at Secretary level in the Government on issue-to­
issue basis. 
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State Electricity Regulatory Commission 

1.15 Karnataka Electricity Regulatory Commission (KERC) was constituted 
(28 Aug!.1st 1999) under the Karnataka Electricity Reforms Act, 1999 (Act) to 
provide for the restructuring of the electricity industry in the State; the 
corporatlsation of the Kamataka Electricity Board and rationalisation of 
generation, transmission, distribution and supply of electricity in the State. 
The Commission is a body corporate, comprises of three members including a 
Chairman, who are appointed by the State Government. As per Section 8(4) 
of the Act, all expenditure of the Commission are to be charged to the 
Consolidated Fund of the State. Accounts of KERC have been finalised up to 
the year ending 31 March 2005. 

!Non-working Public Sector Undertaking~ 

Investment in non-working PSUs 

1.16 As on 31 March 2005, the total investment in 17 non-working 
Government companies was Rs.575.42"' crore (equity: Rs.100.79 crore, long­
term loans: Rs.425.67 crore and share application money. "i:<.s.48.96 crore) as 
against total investment of Rs.536.93 crore (equity: Rs.100.79 crore, long-term 
loans: Rs.387 .18 crore and share application money: Rs.48.96 crore) in 17 
non-working Government companies as on 31 March 2004. The reason for 
increase in investment during 2004-05 was grant of further loans to two non­
working companies (Karnataka Agro Industries Corporation Limited and The 
Mysore Lamp Works Limited). 

The classification of non-working PSU's was as follows: 
(R ) upees m crore . Investment 

SL No 
Status of non-working Number of 

Long-term PSU's companies Equity* 
loans 

1 Closedt 4 81.60 178.47 

2 Defunct• 5 15.93 1.58 

3 Under liquidation" 8 52.22 245.62 

Total 17 149.75 425.67 

* includes share application money of Rs.48.96 crore 

All these companies have been identified by the Government for closure, 
however decision of the Government is awaited in respect of one company• . 
Effective steps need to be taken for their expeditious liquidation. 

• State Government's investment in non-working PSU's was Rs.543.72 crore (Others: 
Rs.31.70 crore). Figure as per Finance Accounts 2004-05 is Rs.492.77 crore. The 
difference is under reconciliation. 
t Sl.No.C-1, 4, 5 and 17 of Annexure -1. 
v Sl. No. C-3, 6, 10, 14 and 15 of Annexure -1. 
11 Sl. No. C- 2, 7, 8, 9, 11, 12, 13 and 16 of Annexure -1. 
• The Mysore Tobacco Company Limited. 
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Budgetary outgo, grant/subsidy, guarantees, waiver of dues and 
conversion of loans into equity 

1.17 The details regarding budgetary outgo, grants/subsidies, guarantees 
issued, waiver of dues and conversion of loans into equity by the State 
Government to non-working PSUs are given in Annexures 1 and 3. 

The State Government provided budgetary support of Rs.42.88 crore to two 
non-working companies in the form of loans during 2004-05. 

Total establishment expenditure of non-working PS Us 

1.18 The year wise details of total establishment expenditure of non-working 
Government companies and the sources of financing them during the last three 
years up to 2004-05 are given below: 

(R uoees m crore) 

Number Total 
Financed by 

Year of establishment Loans from 
Loans from 

PS Us expenditure private 
Government 

Others@ 
oarties 

2002-03 16 146.27 0.62 116.17 29.48 

2003-04 17 50.69 - 33.21 17.48 

2004-05 17 3. 17 - - 3.17 

Finalisation of accounts by non-working PS Us 

1.19 The accounts of seven non-working companies were in arrears for 
periods ranging from one to two years as on 30 September 2005, as could be 
noticed from Annexure-2. 

Financial position and working results of non-working PS Us 

1.20 The summarised financial results of non-working Government companies 
as per latest finalised accounts are given in Annexure-2. 

The year wise details of paid-up capital , net worth, cash loss and accumulated 
loss/profit of non-working PSUs as per their latest finalised accounts are given 
below: 

(Ruoees in crore) 

Year of latest 
No.of Paid-up Cash 

Accumulated loss 
finalised Net worth (-)I accumulated 
accounts 

companies capital loss 
profit(+) 

1998-99 I 0.50 (-) 8.41 0.87 (-) 8.9 1 

2002-03 5 115.20 (-) 428.24 158.12 (-) 554.41 

2003-04 5 17.93 (-) 207.68 27.65 (-) 238.37 

2004-05 6 16.12 (-) 21.9 1 0.90 (-)38.40 

Total 17 149.75 (-) 666.24 187.54 (-) 840.09 
(Note: Net worth, cash loss and accumulated losses/profit are as per last certified 
accounts.) 

" This includes income from sales, building rent, interest, etc. 
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Chapter I Qverview of Government companies and Statutory corporations 

I . 

1.21 The following table i~dicates the status of placement of various Separate 
Audit Reports (SARs) onl the accounts of Statutory corporations issued by 
CAG, in the Legislature by1 the Government: 

i 

KSFC 2001-02 2002-03 13 October 2003 · Not available 
2003-04 30 Se tember 2004 Not available 
2004-05 13 September 2005 

KSRTC 2002-03 2003-04 30 Se tember 2004 Not available 
I 

2004-05 26 September 2005 I 
BMTC 2002-03 I 2003-04. 30 September 2004 Not available 

I· 2004-05 5 Ali ust 2005 
NEKRTC 2002-03 I 2003-04 23 December 2004 Not available 
NWKRTC 2002-03 I 2003~04 IO Janu 2005 Not available 
KSWC .... 2002-03 I 2003-04 13Ma 2005 Not available 

I 

1.22 The Government I of Karnataka . has approved ap.d adopted 
(February 2001) a compr~hensive policy on Public Sector Reforms and 
privatisation of Public S~ctpr Undertakings (PSUs) in the State. Accordingly, 

I 

the Government identified ~9 PSUs for closure/privatisation; The position of 
action taken by the Government in respect of the 29 companies identified for 
closure/ rivatisation is as tdllows: · . 

Non-working Government companies 
decided for closure· ·. · I 17 

Working Government.· comptlnies 
decided for closure I 

4 

Workiilg Government companies I 
decided for rivatisation · 

8 3" 

res~imctud1I11g ii1I11clludles merger Jmll cfosrnre of PSUs. 
3 JKamatalka State Textiles lLi.mJitedl, · JKamamlka Agro lP'rotei.1I11S lLi.mJitedl, Clhlam11mm Macmine 

'foolls lLimiitedl, JKarllilataka Sma~ Rmbi1strlies Marlkefoig Corporatiolill lLi.mJitedl, Vi.jayimagar Steeil 
lLi.mitedl, JKamataka Teilecoml lLimitedl, JKamatalka Trnmgste1I11 Molly lLi.mJitedl, ']['Ihle Mysore 
Acetate imdl Chemicalls ComP,alilly lLi.mJitedl, ']['Jhte Mysore Cosmetics lLimitedl, Tb.e Mysore 
Chrome Tallllni1I11g Comp:my lLiiiruitedl, The Mysore !Lamp Worlks· JLiimiitedl, Tlhle Mysore Match 
Company lLiimi.tedl, NGEF ][l,m\iitedl, JKamataka Agro lllilldlllllstdes Corporatio1I11 lLi.mitedl, The 

. JKar1I11atakState Vee1I11ers lLimitedJ, JKamaltaka lP'llllBpwoodl Limited!. 
§ · Mysore Tobacco Company lLnmitedl 
¢ JKamatalka State Co1I11Stmctiion 

1

1

Corporatio1I11 lLimiitedl, JKamatalka Fi.Bm fodlllllstry Devellopme1I11t 
Corporatiolill lLimiitedl. · · · 

@ The · JKamaltaka Fiisl!nedes Devellopmelillt Corporation lLi.miitedl. JKamatalka Eilectrolilliics 
Devellopmenit Corporatio1I11 lLiimi.tedl. . . . · 

'I' JKamatak~ Siillk lllilldi1UIStries Cotporati.on lLi.miit~dl, JKarn.ataka Soaps and! Detergents lLi.mJitedl, 
Tlbte Mysrnre EilectricaH llmlhrnstrfies lLiimiitedl, JKamatalka Viclly11lltlbt · JKaJI"klhtane lLi.miitedl, Mysore 
Milillerails lLiimitedl. · j · · . 

• Tlbte Mysore Sllllgar Compalilly iJLimitedl, The Mysore lP'apell" Mms lLi.miitedl, Sree lKalillteerava 
Studios lLi.mitedl. . [ · · 

I 11 
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Results of audit of accounts of PSUs by the Comptroller and 
Auditor General of India 

1.23 During October 2004 to September 2005, the audit of 72 accounts of 60 
Government companies (51 working and nine non-working) and six accounts 
of six Statutory corporations (all working) were selected for review. As a 
result of the observations made by the CAG, 20 companies revised 23 
accounts. In addition, the net impact of the important audit observations as a 
result of review of the accounts of PSUs was as follows: 

• Karnataka State Road Transport Corporation (2004-05) - Profit of 
Rs.26.63 crore is overstated by Rs.3.61 crore. 

• Bangalore Metropolitan Transport Corporation (2004-05) - Profit of 
Rs.80.01 crore is overstated by Rs.3.06 crore. 

• North Western Kamataka Road Transport Corporation (2003-04) -
Loss of Rs.9.69 crore is understated by Rs. 0.80 crore. 

• Kamataka State Financial Corporation (2004-05) - Profit of 
Rs.2.74 crore is overstated by Rs.22.36 crore. 

Some of the major errors and omission noticed in the course of review of 
annual accounts of some of the corporations are mentioned below: 

1.24 Errors and omissions noticed in case of Statutory corporations 

Karnataka State Road Transport Corporation (2004-05) 

• Trade discount of Rs. 1.27 crore received on purchase of bus chassis 
was accounted as revenue instead of reducing it from the cost of buses, 
resulted in overstatement of profit to the extent of Rs.1. 12 crore. 

• Non-provision of penal interest of Rs.1. 15 crore on loans from 
Government of Kamataka resulted in overstatement of profit to that 
extent. 

• Non- provision of call bus charges claimed by Bangalore Metropolitan 
Transport Corporation resulted in overstatement of profit to the extent 
of Rs.1.04 crore. 

Bangalore Metropolitan Transport Corporation (2004-05) 

• Transfer of refundable deposits to miscellaneous income resulted in 
overstatement of profit by Rs.4.15 crore. 

• Non-accounting of prompt payment discount received on purchase of 
bus chassis as miscellaneous income resulted in understatement of 
profit by Rs.1.12 crore. 
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North Eastern Karnataka Road Transport Corporation (2003-04) 

• Overstatement of Sundry Debtors and Property Insurance Fund by 
Rs.1.01 crore on account of irrecoverable cost of accident repairs from 
employees. 

North Western Kamataka Road Transport Corporation (2003-04) 

• Understatement of loss of Rs.80.31 lakh due to difference in amount 
accounted and pursued under Police Motor Warrant claims. 

• Cash and bank balance does not include stale cheques valued 
Rs.5.73 lakh. 

Kamataka State Financial Corporation (2004-05) 

• Making only 50 per cent provision instead of cent per cent provision in 
cases of 'loss assets' resulted in understatement of provision for non­
performing assets by Rs. 14.32 crore. 

• Non-provision of interest payable to financial institutions resulted in 
understatement of expenditure and overstatement of profit by 
Rs.3.08 crore. 

• Non-provision of guarantee commission of Rs.5.20 crore payable to 
Government of Karnataka. 

• Non-provision of liability for leave encashment benefit to the 
employees resulting in understatement of expenditure for the year by 
Rs.4.08 crore. 

!Recoveries at the instance of auditj 

1.25 Test check of records of power sector and irrigation sector companies 
conducted during 2004-05 disclosed wrong interpretation of contract terms 
and other observations aggregating Rs. 14.60 crore in 66 cases. The companies 
accepted the observations and a sum of Rs.3.47 crore relating to 54 audit 
observations was recovered at the instance of Audit. In addition, Kamataka 
Renewable Energy Development Limited revised the agreement at the 
instance of audit which enabled the Company to save Rs.2.87 crore. 

~nternal audit I Internal controij 

1.26 The Statutory Auditors (Chartered Accountants) are required to furnish a 
detailed report upon various aspects including internal control/internal audit 
systems in the companies audited in accordance with the directions issued by 
the CAG to them under 619 (3)(a) of the Companies Act, 1956 and to identify 
areas which need improvement. Direction/sub-directions under the Act, ibid, 
were issued to the Statutory Auditors in respect of 57 Government companies 
involving 57 accounts between October 2004 and September 2005. In 
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pursuance of directions so issued, reports of the Statutory Auditors involving 
39 accounts of 37 Government companies were received (September 2005). 

An iHustrative resume of major recommendations/Comments made by the 
Statutory Auditors on possible improvements in the internall control system/ 
internal audit in respect of State Government companies . are indicated in the 
table below: 

{~';~~·~'~\~~1~~~:f~f4~;;1~['<· 
, . ndatioi:ilcomments 
:::;~::_c i.x~~~iflf~\sllitUtit:'J~t'[JJi¥aif~\J;? 
Lack of internal audit 

Inadequate internal audit according to 
size and nature of business 
Lack of proper system of internal audit 

Surprise checks are required to be made 
of roduction and invento records 
Non-formation/non-functioning 
Audit Committee 

12 

2 

l 

14 

A-40 and45 

A- 1, 8, 9, 10, 12, 13, 17, 
27, 37, 39, 52 and 57 

A-4 and 16 

A-1 

A- 1, 2, 8, 9, 10, 12, 18, 20, 
22, 27, 37, 40, 54 and 57 

1.27 The table below indicates the position of reviews/paragraphs appeared in 
the Audit Reports and pending for discussion as on 30 September 2005: 

2000-01 3 0 

2001-02 3 29 1 

2002-03 25 3 l2 

2003-04 4 20 4 18 

Toftall 13 103 8 32 

Jl..28 There were four companies coming under Section 619B of the 
Companies Act, 1956. AnlDlemll"e~7 indicates the details of paid-up capital, 
investment by way of equity, loans and grants and summarised working results 
of these companies based on their latest available accounts. · . 
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(Paragraphs 2.1.9, 2.1.12, 2.1.15 and 2.1.20) 
· Audit also noticed: 

·,': 

(Paragraph 2.1.6) 

(Paragraph 2.1.23) 

I 
' 

"" Karnataka Scheduled Caste~ and Scheduled Tribes Development Corporatio!ffi Limiite<ll. 
"V Karnataka Backward Class~ Development Corporation Limited. 
0 The Karnataka Minorities qevelopment Corporation Limited. 
"'Karnataka State Women's Development Corporation. .· -

. I 
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fill trod uctio~ 
2.1.1. The Government of Karnataka fom1ed four companies viz., Karnataka 
Scheduled Castes and Scheduled Tribes Development Corporation Limited 
(KSCSTDC) in March 1975, Karnataka Backward Classes Development 
Corporation Limited (KBCDC) in October 1977, The Karnataka Minorities 
Development Corporation Limited (KMDC) in February 1986 and Karnataka 
State Women's Development Corporation (KSWDC) in September 1987. The 
total population of the State as per 2001 census was 5.29 crore which included 
Backward Classes (2.80 crore), Scheduled Castes and Scheduled Tribes 
(1.20 crore), Minorities (0.83 crore) and Women• (2.60 crore). 

These companies operate various schemes to fu lfill the following main 
objectives of narrowing the socio-economic gap between the general level of 
economic and social development of society and that of Scheduled 
Castes/Scheduled Tribes, Backward Classes, Religious Minorities and Women 
in Karnataka: 

• To organize and develop village and cottage industries, small and 
medium scale industries, poultry and dairy farming; 

• To organize and develop intensive agricultural operation in the land 
belonging to these communities including purchase of land; 

• To advance money for construction or purchase of houses or sites; 

• To promote any business and manufacture conducive to the economic 
and social development of these communities; 

• To advance loans to the members of these communities to start 
profession of doctors, engineers, lawyers, etc. 

The three companies (KSCSTDC, KBCDC and KMDC) have been in 
existence for about two to three decades. They however, have not expanded 
their activities to achieve other major objectives viz., developing village and 
cottage industries, small and medium scale industries, projects for housing, 
etc. 

A review on the performance of these companies was included in the Report 
of the Comptroller and Auditor General of India (Commercial), Government 
of Karnataka, for the year 1993-94. This Report was discussed by the 
Committee on Public Undertakings (COPU) and its recommendations 
contained in its 74th Report (March 1998). 

~cope of audiij 
2.1.2 The review conducted during September 2004 to February 2005 covers 
the performance of these four Companies for the period from April 2000 to 
March 2005. 

The records of the Head offices of all the four companies and District offices v 

of KSCSTDC where the implementation process i decentralized were 
reviewed. 

• The Women census is inclusive of census of Backward classes/Scheduled Castes and 
Scheduled Tribes/Minorities. 

v Bangalore (Urban and Rural), Kolar, Belgaum and Bellary. 
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!Audit objective~ 

2.1.3. Audit was conducted with a view to ascertain whether : 

• recommendations of Committee on Public Undertakings (COPU) were 
complied with, 

• the objectives as envisaged in various schemes were achieved, 

• financial resources and their utilization in the achievement of 
objectives was economical, 

• eq~ity a{\d ethics in distribution of benefits of the schemes was 
maintained; and 

• effectiveness of the schemes implemented was evaluated. 

!Audit criteri~ 

2.1.4. Audit criteria considered for assessing the achievement of audit 
objectives were to ensure whether: 

• Follow up on the recommendations of COPU, 

• Implementation of the guidelines of Central Government, State 
Government and various nodal Central Public Sector Undertakings; 
and 

• Implementation of prescribed procedures for implementation of the 
schemes effectively, economically and efficiently. 

!Audit methodologyj 

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

• Guidelines of Central Government, State Government and various 
nodal Central Public Sector Undertakings, 

• Planning Commission guidelines, 

• Census Report for 2001, 

• Evaluation of reports of various Non-Government Organisations, 

• Review of Agenda and Board Minutes, scheme files, and 
correspondence files, 

• Test check of 1,053 cases (approximately 20 per cent of the loan 
sanctioned in four districts), taking into account the number of 
beneficiaries and financial outlay, 

• Test check of loan files at selected District offices and Head offices, 

• Review of loan ledgers, 

• Issue of Audit enquiries, 

• Interaction with the management. 
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Audit findings as a result of test check were reported to the 
Company/Government in May 2005 and discussed in the meeting of Audit 
Review Committee on Public Sector Enterprises (ARCPSE) held on 
3 June 2005, which was attended by Principal Secretaries to Government of 
Karnataka, Department of Social Welfare, Department of Social Welfare 
(Minority Welfare) and Department of Women and Child Welfare, and 
Managing Directors of the Companies. The views expressed by the members 
have been taken into consideration while finalizing the review. 

Audit findings are discussed in the succeeding paragraphs. 

Non-implementation of the recommendations of Committee on Public 
Underfa.Jdngs 

2.1.6. The Committee on Public Undertakings (COPU) discussed the Report 
of the Comptroller and Auditor General of India (Commercial) for the year 
1993-94; its recommendations are contained in its 74lh Report (March 1998). 
These recommendations are yet to be complied with by the companies 
(August 2005) as discussed below: 

COP0'st.:ee0Df»elic18ttoiis ··~~.:::~·"I -r."'°z.• ·-t Audit'S'observatlons 

Karnataka Scheduled Castes and Scheduled Tribes Development Corporation Limited 
The Company was expected to meet its The 'operative income' was found to be 
administrative expenditure out of income insufficient to meet administrative cost and the 
earned by way of interest on margin money. deficit aggregated to Rs.8.48 crore during 

2000-2005. 
Conversion of the Company into a Finance No action has been initiated so far (August 2005). 
Company 
A separate wing to be constituted to survey No separate wing has been constituted to conduct 
and identify the beneficiaries, in order to the survey, which was attributed to shortage of 
achieve its main objectives. man-power. During ARCPSE meeting the 

Government stated (June 2005) that the 
companies could engage external agencies for 
conducting survey for identi fl cation of 
beneficiaries. 

Progress made in utilization of funds should be Not complied with the directions so far 
reported periodically. (August 2005). 
Karnataka Backward Classes Development Corporation Limited 
To implement new schemes and diversify the No new schemes were formulated by the 
existing schemes to ensure that the Company. 
beneficiaries really get benefit and improve 
their financial position. 
To review afresh the classification list made by The Company is not adhering to the 
Government while sanctioning loan to recommendations of COPU. It was seen that as 
Backward Classes and ensure proper against 30 per cent of benefits to be passed to 
distribution among all groups. groups 3(a) and 3(b) mainly represented by two 

castes, the coverage was 33 per cent to 50 per 
cent. 

The Company should fully utilise the The Company surrendered Rs.1.85 crore and 
assistance given by National Backward Class Rs.2.08 crore during 2000-01 and 2002-03. 
Finance Development Corporation (NBCFDC) 
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'fhe JKaJt]J]ataka Mfino:ritties Development Corporatfollll lLnmRted · 
. , I . 

To conduct survey to ascertain the f!Ctmil No survey . has been. conducted so. far 
number of eligible beneficiaries to be served. August 2005). This was attributed to shortage of 

I . . 
I man ower 

1\Pe Government fixed the targets based onj the The C~mpany continued to adopt the cen.sus of 
r~tio of population among mi~o.rity 1981 for the ratio without periodical analysis and 
corrimunities as per 198i census, as 6:2:2 Le .. , revision based on census of 1991 and 2001. The 
60 per cent for Muslims, . 20 percent J for Government stated that the existing ratio was• 
Christians and 20 per cent for others (viz., scientifically arrived andl equitable, an.d there was 
J ains, B·uddhists, Sikhs, Parsis and Arlgld no need for change in the ratio. 
Indians). COPU recommended to review [the 
ratio of 6:2:2. · · • 
Periodical submi~sion of r_eports regarding /the 
break~up of assistance given. under 'others' 

. I 
cate o . 1 

Details of progress made in the utilisation of 
assistance · from National Minorities 
Develo ment ~d Financial Co oration. I 

. . . . . I 

Implementation of Scherr,ies. 

Identification of beneficial¢es 

Data · were not submitted and also it had· not 
furnished any data to show the adheren.ce to the 
ratio (6:2:2). 
Not submitted by the Company. 

2.1.7. The Government is botifying the list of castes in respeCt of backward 
classes/scheduled castes/scheduled tribes and religions for minorities. The 

• : I .. 

companies invite applications through advertisements in newspapers and 
notice boards of these cmppanies to identify the eligible persons from ilie 
castes notified by the Government The applications so received are . 
scrutinized by. the District Committee1 (which functions as unit of these 
companies) arid eligible betleficiaries are selected. 

Audit observed that: . I . . . . . 
e the companies have not conducted surveys to identify the . eligible 

beneficiaries inspite[ of COPU' s recommendation to this effect. . . 

o the Government while identifying the backward classes, indicated that 
the beneficiaries cohung under categories 1, 2(a) and 2(b) were to be 

. I . . 

given 70 per cent o~ the total benefits. Other (categories 3(a) and 3(b)) 
wete to be given 30 per cent of the benefits. KBCDC, however, did 
not adhereto this ahd ext'ended benefits exceeding 30 per cent (33 to 
50 per cent) to the Jategories corning under 3(a) and 3(b). No review 
was carried out to j review the classification Hst of beneficiaries to. 
ensure that· there is proper distribution of benefits as recommended by 
COPU. 

1 IDilsltl!"id Committee . coirnsistts I of the ][)epunlty Commissfol!llel!"' a l!"epl!"esel!lltaltiiwe of me .· . 
. lf'nmmciillllg bank, lthe ID>epunty/f.assiistanlt ][)filredoir of Iindunsltries, Agnicmrllltumre annd Amman 

Hunslbialrldcy departmenntts; tltne 1][)epU11ty Registrar of Ciai-opell"atfiweSociieltiies, 11:llne JExecun11:iiwe 
. lEl!llgmeel!" (PW) (Ill"rl.galtiioim~, .. represe!Illtatilwe of the Kl!J.aidlil aimd Village 1limdillllS11:rl.es · 
.. Boal!"idl, sociiall worlkeir, a irep~esenta11:iwe from Backward Cllasses midi Mfumoriitiies, 11:ltne 
][)Jistrl.clt Wellfare Officer. . · 1 . 
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• the Government had fixed the ratio of 6:2:2 (Muslims: Christians : 
Other minorities) assistance to minorities oh the basis of census of 
1981. No revision in th.is ratio has been carried out even after the 
receipt of census of 1991 and 2001 and even after recommendat.ion of 
COPU. KMDC ev.en did not adhere to the above ratio. 

Physical and Financial targets 

2.1.8. The Companies are implementing various schemes formulated by 
Government of Karnataka. They also implement schemes sponsored by the 
Central Government through national level institutions formed for the purpose, 
as nodal/channelising agencies for the State. The lists of various schemes 
implemented by the companies are indicated in the Annexure-8. 

The physical and financial targets set and achievements there against during 
2000-05 are detailed in the Annexure-9. 

In this connection following deserve mention: 

Karnataka Scheduled Castes and Scheduled Tribes Development 
Corporation Limited (KSCSTDC) 

The Company could not ach.ieve physical and financial targets in all the years 
except 2003-04 (physical target) and 2000-01 (financial target). 

The Karnataka Minorities Development Corporation Limited (K MDC) 

The Company could not ach.ieve physical and financial target in all the years 
except 2000-01 (physical target) and 2002-03 (financial target). 

Karnataka Backward Classes Development Corporation Limited 
(KB CDC) 

The Company exceeded both physical and financial targets in all the years 
except for 2004-05 (physical target) and 2001-02 (financial target). 

Karnataka State Women's Development Corporation (KSWDC) 

The Company exceeded physical targets in all the years except 2001-02, when 
it achieved 90.34 percent of the target. The Company did not achieve the 
financial target in all the years except 2001-02, when it exceeded the target. 

Financing of schemes 

2.1.9. Financial resources are provided by Government of Karnataka in the 
form of share capital and grants for schemes every year. National level 
institutions of the Central Government extend loans and advances on soft 
terms. 

Budget provisions for various schemes are made by the Government, based on 
the proposals submitted by the companies and considering ways and means 
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position of the Government. The budgeted and actual releases of funds for the 
last five years are given below: 

(Rupees in crore) 

Year KSCSTDC KB CDC KMDC 
Bud2et Actual Bud2et Actual Bud2et Actual 

2000-01 23.63 23.63 14.48 14.19 10.00 9.00 

2001-02 28.60 26.64 16.50 14.15 13.93 12.60 

2002-03 28.56 21.61 15.00 12.05 15.00 11.84 

2003-04 29.56 23.29 13.61 10.81 14.09 12.12 

2004-05 26.30 26.30 10.75 10.75 11.00 2.75 

Total 136.65 121.47 70.34 61.95 64.02 48.31 

In this regard, following deserve mention: 

• All these companies, except 2000-01 (KSCSTDC) and 2004-05 
(KSCSTDC and KBCDC), received funds less than the allotted in the 
budgets during the last five years ending 31 March 2005. The reduced 
allocation resulted in reduction in quantum of loans sanctioned by 
these companies. 

• Fttnds aggregating to Rs. 101.21"' crorc provided by State Government 
and Central Government agencies under various schemes remained un­
utilised as on 31 March 2005. The major cases of unspent funds in 
respect of some of the schemes are given in Annexure-10. This 
indicated that the very purpose of the implementation of schemes 
remained defeated'; besides companies could not ~chieve their 
objectives. The Government stated (June 2005) that the funds would be 
utilized during subsequent years. 

Implementation of Schemes 

2.1.10. Deficiencies noticed in the implementation of some of the important 
schemes Ly the companies are discussed in succeeding paragraphs. 

Margin money loan scheme 

2.1.11. The scheme is operated by all the companies except KSWDC. The 
companies provide 20 per cent of the project c9st as loan subject to a 
maximum of Rs.20,000 and subsidy of maximum Rs.5,000. The beneficiaries 
are to bear five per cent of the project cost and the balance is financed by the 
participadng banks. The applications received for assistance under the scheme 
are sent to banks for scrutiny and to review the viability of the projects. On 
receipt of the formal sanction of the bank, the eligible applications, as 
approved by the District Committee, 'lfe recommended for sanction and 
release of margin money and subsidy. 

The loan documentation, fixing number of instalments of recovery of loans 
etc., is being done by the banks. The proportionate recovery of margin money 
by the banks has to be remitted to the companies. 

"' KSCSTDC - Rs.71.74 crore, KBCDC-Rs.ll .ll crore, KMDC - Rs.6.54 crore and 
KSWDC - Rs.ll.82 crore. 
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Audit observed that: 

• the loan documents obtained by the banks did not provide for repayment~ 
of margin money by beneficiaries through the banks, whereby it was 
difficult for the companies to ensure and watch the repayment. 

• the loan repayment schedule was restricted only to the bank loan. 

• the security by way of lien on the assets created was restricted to bank 
portion of the loaf! only. 

• Reserve Bank of India clarified (June 1994) that recovery effected should 
be appropriated first towards bank loan, thereby reducing the chances of 
recovery of margin money. 

• the companies release their share of loan and subsidies to the banks, who 
finally disburse the entire amount, including bank's loan portion to the 
beneficiaries. In case loan is not sanctioned, the cheque received from the 
companies are returned. There was delay ranging from three months to 
three years to return cheques valuing Rs.6.86° crore. The achievements as 
shown by these companies were, thus inflated to that extent and did not 
reveal the actual performance. 

Swavalambana margin money scheme in KMDC 

2.1.12. The targets and achievement for the last five years are given below: 

Physical Financial Percentage of 
Year (Number or beneficiaries) (Ruuees in lakh) Achievement 

Target Achievement Target Achievement Physical F inancial 

2000-01 4,400 4,473 520.00 478.71 101.65 92.05 
2001-02 7,800 4,321 655 .00 499.28 55.40 76.22 
2002-03 7,380 3,945 528.00 475.54 53.46 90.06 
2003-04 4,480 3,253 444.00 345.63 72.6 1 77.84 
2004-05 2,200 2,150 300.00 352.55 97.73 117.52 

The physical target was achieved only during 2000-01 and the performance 
was low in other years. 

In this connection following deserves mention: 

• The coverage among Muslims, Christians and other Minorities should 
be in the ratio of 6:2:2 as per Government Order. The Company did 
not adhere to the ratio prescribed in Government Order. Failure to do 
so resulted in inequal distribution of assistance. 

• The District Committees formed to select the beneficiaries did not have 
representation of minorities. 

• The Company provided Rs.1.05 crore as subsidy and Rs.2.26 crore as 
margin money loan to 147 societies till date (August 2005); of which 
Rs.53.30 lakh (51 per cent) was provided to 20 societies in Belgaum 
district alone. The societies through which loans were granted were 
not formed exclusively for the benefit of minorities as provided in the 
scheme. 

0 
KSCSTDC - Rs.2.23 crore, KBCDC - Rs.3.52 crore and KMDC - Rs.1.11 crorc. 
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i 
@ The society wise loan ledgers, the. total number of societies and the 

amount due from t~em are not properly maintained by the Company. 
. I . . 

The Government stated (lV,lay 2005) that the benefits were extended through 
co-operative societies whe~e minorities and others were also members and the 
benefits were extended to ~he minorities only. The Government further stated 
that the Company was following the ratio to the extent possible. The 
Government also assured tb maintain society wise ledger. The reply in respect 
of assistance to co-operative societies is. not acceptable since the scheme 
specifically provided for ,igrant of benefits to those co-operative societies 
which wereregistered soleiy for the benefit of minorities. 

I . 

Margin fl!Oney (industry, ~ervice and busilU!ss) scheme in Kscsroc 

2.1.13. Targets and achie~ements in the last five years ending 31 March 2005 
is shown below: I 

i'.~~~0f Sth~dlli¢ij'.{~3&(·'· 
~r~.P1f ·si&tltf;~ ~W:iliancraL 

1,600 480 

1,600 480 400 120 1,227 397.18 230 114.04 

1,335 400.50 365 109.50 919 277.31 128 67.01 

1,335 400.50 365 109.50 587 176.77 140 60.63 

900 271.25 ~50 75.00 1,141 375.84 175 87.85 

Physical =Number of benefiiciaries and Financial = Rupees in fakh 
. . . I . 

! . . 

It may be seen· that the Cbmpany did not achieve the targets during the five 
years ending 31 March 2005. Besides, the targets fixed for 2002-03, 2003-04 
and 2004-05 were low as I compared to earlier years and even these reduced 
targets could not be achleved. The Government stated (June 2005) that 

I . 

beneficiaries preferred dir~ct loans to margin money loans and hence decline 
in achievement. · ! 

I 
Gangakalyana scheme [ 

. I . . . . 
2.1.14. The Government 9f Kamataka intr9duced "Gangakalyana Scheme" in 
December 1997. Under this scheme the small and marginal farmers whose 
combined land holding rabged from 8 to.15 acres per family at one place are 
provided with borewells /by the Government. The cost of the scheme is 
Rs.2.53 lakh for two borewells, if the land is 8 acres and Rs.3.59 lakh for three 

··. I . 

borewells, if the land is 15 acres. In case of individual farmers, if the land 
holding is between two to !five ~cres, a borewell is provided at a cost restricted 
to Rs.70,000/- per beneficiary. The scheme cost is inclusive of cost of 

. energisation, pump set an~ maintenance for five years. The above scheme :i.s 
implemented by three cm*panies (KSCSTDC, KBCDC and KMDC) for the:i.r 
targetted communities. The detailed review of the implementation of the . . I . . 
scheme revealed the follmying: 

I 
i 
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Under Ganga Kalyana 
Scheme the companies 
r>rovide borewells to small 
and marginal farmers. 
nut 10,565 borewells 
drilled at a cost of 
Rs.65.74 crore remained 
not energised thus not 
fulfilling the purpose. 
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Non-energisation of borewells 

2.1.15. Audit observed that 10,565 wells drilled and pumps with motors 
supplied and/or erected at a cost of Rs.65.74 crore under the scheme during 
2001-05 were not energised, reportedly due to non-availability of funds. Even 
though KBCDC and KMDC, deposited Rs.1.14 crore and Rs.48 lakh with the 
electricity supply companies, there was no progress in energisation of wells. 
The purpose, for which these borewells were installed, thus, could no.t be 
achieved. 

Blocking up of scheme funds 

2.1.16. KSCSTDC engaged Karnataka Agro Inuu11rries Corporation Limited 
(KAIC) for drilling of borewells and paid (October 1996) an advance of 
Rs.7.12 crore. KBCDC also paid rupees two crore through KSCSTDC to 
KAIC. Out of this amount, KAIC spent only Rs.6.15 crore and the balance 
amount of Rs.2.97 crore is yet to be settled. KAIC has been ordered for 
closure by the Government and as such the realisation of amount is doubtful. 

Excess expenditure over budget allocation 

2.1.17. As against an allocation of Rs.68.43 crore by the Government for the 
scheme to be implemented through KSCSTDC during 2000-05, the Company 
spent Rs.102.80 crore. Though the maximum subsidy admissible under the 
scheme was Rs.70,000 only per well, the Company over spent aggregating 
Rs.1 .08 crore and Rs.0.51 crore at Kolar and Belgaum districts. The 
information about other places was not readily available with the Company. 
Since the expenditure incurred was over and above the administrative limit, 
the Company should have recovered extra expenditure from the beneficiaries. 
The Company stated (June 2005) that excess expenditure on well was incurred 
as water table has gone down. The additional amount has been covered by 
mortgaging the land in which the borewell was dug. The fact, however, 
remain that by incurring extra expenditure per well, the Company has deprived 
the other needy beneficiaries. 

Refund of scheme funds to Zilla Panchayat 

2.1.18. The Government transferred Rs.9.40 crore from Zilla Panchayats to 
KSCSTDC, KBCDC and KMDC for execution of this scheme. Audit 
observed that KBCDC was given Rs.3.33 crore for the schemes against which 
Rs. 1.99 crore only was utilized. The balance of Rs. 1.34 crore is yet 
(July 2005) to be returned to Zilla Panchayats even though the Government 
has demanded (August 2000) the refund. 

Safaikarmachari Rehabilitation Scheme (National Scheme of Liberation 
and Rehabilitation of Scavengers and their families)-KSCSTDC 

2.1.19. The scheme was started in 1991-92 with target date of completion in 
1996-97. The objective of the scheme is liberation and rehabilitation of 
scavengers and their dependents from their existing hereditary, obnoxious and 
inhuman occupation of manual removal of night soil and filth. All the 
identified scavengers and their dependents were positively to be rehabilitated 
in viable alternative and dignified trades and occupations. The unit cost under 
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Safaikarmachari scheme 
has been implemented by 
KSCSTDC to rehabilitate 
the scavengers in alternate 
occupation. The scheme 
started in 1991-92 is still 
not completed (July 2005). 
Out of 19,391 persons 
assisted under the scheme 
only 1,748 persons (9 per 
cent) were provided 
training in alternate 
occupation. 
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the scheme is Rs.50,000; out of this, the subsidy of 50 per cent or Rs.10,000 
whichever is less is met out of National Scheme of Liberation and 
Rehabilitation of Scavengers and their families (NSLRS) fund received from 
Government of India. After the introduction of the scheme, the Company 
identified 14,555 persons engaged in scavenging activities. The Company 
could rehabilitate 6,073 persons till end of the original scheme period 
(1996-97). Up to the end of 1999-2000, the Company was able to rehabilitate 
9,842 persons as against 14,555 persons. 

A test check of 296 files in Bangalore Urban, Kolar, Belgaum and Bellary 
Districts revealed that: 

• as against survey to be conducted to identify the scavengers, who were 
cleaning the dry latrines, only a certificate was insisted to identify one 
as scavenger; in many cases these certificates were issued by 
authorities not competent to issue, 

• a large number of beneficiaries were found to be the employees of 
municipalities, city corporation, railways or other Government 
agencies and their dependents. 

2.1.20. The progress of the scheme from 2000-01 is as follows: 

Year Targets Achievement 

~·1""<•1 
(numbers) (numbers) 

\ 

2000r0} 1,820 852 
2001-02 3,861 1,108 
2002-03 2,753 1,809 
2003-04 10,000 5,780 
2004-05 5,500 2,694 

As against the identified 14,555 persons, the Company has so far 
(March 2005) rehabilitated 19,391 persons. This was due to a second survey, 
which further identified 7 ,367 persons. The total funds received from Central 
Government was Rs.41.32 crore, the balance fund left with the Company as on 
31 March 2005 was Rs. 16.22 crore. 

In this connection following deserves mention: 

• The main component of the scheme was to provide for trajning of 
scavengers and their dependents in suitably identified trades keeping in 
view their aptitude, local requirement and environment. The training 
expense was Rs.500 per beneficiary for a period from one to six 
months. The Company trained 1,748 persons (9 per cent) only out of 
19,391 beneficiaries. 

• The scheme provided for rehabilitation of scavengers and their 
dependents. The Company widened the scope of scavenger to 'any 
person engaged in, or employed for any sanitation work and includes 
his dependents'. The above definition was not as per the guidelines of 
the scheme. Based on the above definition the Company has identified 
1,37 ,094 beneficiaries. This deprived the eHgible beneficiaries of the 
benefits of the scheme. 

25 



_,./ 

I' 

Audit Report (Commercial) for the year ended 31March2005 

ll> One of the important method of rehabilitation as suggested :i.n the 
scheme is by opening sanitary marts. It was seen that out of 19,391 
persons rehabilitated, only 320 were rehabilitated through sanitary 
marts. 

@ Rs.39.30 lakh was misappropria~ed at Raichur by the employees and 
middlemen under the scheme. The matter is under investigation. 

@ During the functions held to commemorate the birthday of Babu 
Jagjeevanram and Dr.Babasaheb Ambedkar, 300 loans were 
distributed without sanction of District Committee, without verification 
or auestation of documents and in some cases even without caste 
certificate. 

® the vehicle numbers were not mentioned in the hypothecation deeds in · 
case of autorikshaws, 

· o in one case, in the name of the loanee, a third party had taken the loan 
and the loanee further complained that the same person had taken loan 
for seven vehicles under the scheme, 

@ in one case, cheque was issued to a single agency towards supply of 
footwear, provisions, vegetable and clothes, the genuineness of which 
was doubtful. · · 

The Government. stated (June 2005) that every care would be taken to 
implement the scheme in light of Government of India guidelines. 

Other Schemes 

2.1.21. In addition to the above schemes, the Audit also reviewed some of 
other schemes viz., Land purchase, Micro credit, New swamima, NORAD and 
Arivu. The details of the scheme and audit observations . on the 
implementation are detailed in Annex1lll.re... u. The deficiencies noticed in 
implementation were mainly in the following areas. 

® The progress was reduced due to not utilising the funds available and also 
due to not raising· matching loans from Central agencies. 

® Progress achieved was very meagre compared to the potential of the 
scheme. 

Evaluation of Schemes 

2.1.22. The Companies have been implementing these schemes since 
inception. There is no system to evaluate the impact of the implementation of 
the schemes on the target groups to take corrective action. 
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!Recovery of Iom1J 

2.1.23. A sum of Rs.323.77 # crore have fallen due and pending recovery from 
the beneficiaries as at 31 March 2005. The position of recovery of loans 
during 2000-2005 is given below: 

(R ) uoees m crore 
KSCSTDC KB CDC Kl\IDC 

Year 
Demand Recovery 

Percen-
Demand Recovery 

Percen-
Demand Recovery 

Percen 
ta2e ta2e -ta2e 

2000-01 126.69 6.08 4.8 58.1 7.27 12.5 44.56 5.14 11.5 
2001-02 145.45 7.31 4.5 65.5 7.75 11.8 47.97 4.59 9.6 
2002-03 162.65 8.16 5.0 79.32 7.02 8.6 50.74 4.89 9.6 
2003-04 176.30 8.03 4.5 93.87 8.65 9.2 54.65 4.94 9.0 
2004-05 189.72 J l.07 5.8 103.34 11.25 10.9 57.79 5.22 9.0 

~he Joans granted by these 
-ompanies under various 
chemes amounting to 
ls.323.77 cr ore remained 
-utstand.ing as on 
1 March 2005 due to weak 
ecovery mechanism. 

The recovery percentage was very low compared to demand raised during the 
year. Audit observed that the recovery mechanism in all these companies was 
very weak and there was laxity in enforcing t~mely recoveries as discussed in 
succeeding paragraphs. 

Karnataka Scheduled Castes and Scheduled Tribes Development 
Corporation Limited (KSCSTDC) 

2.1.24. The overall recovery percentage was as low as 10 per cent and in four 
districts (Kolar, Davangere, Bellary and Raichur) it was even below five per 
cent. 

The recovery position was poorest in the following schemes: 

Description 
Demand Recovery Percentage 

Rupees in lakh 
Self Employment Programme 1,344.65 19.15 1.42 
Land purchase Scheme 1,827.35 54.64 2.99 
Industry, Service and Business 1,459.65 78.46 5.38 

Devadasi Rehabilitation Programme 62.18 2.81 4 .52 

The following inadequacies in the system of demand and recovery were 
observed: 

• Though the Company is in existence since 1975, the Demand, 
Collection and Balance (DCB) stateivents were prepared for the first 
time during 2002-03 for 12 years at a time starting from 1990 by 
engaging external agencies. 

• Out of 80 cheques presented to banks for encashment, 66 cheques 
(Rs.33.96 lakh) were returned dishonoured. The Company could 
recover only Rs.7.25 lakh and the balance Rs.26.71 lakh remain 
unrecovered. 

• On a test check of District records, it was seen in Belgaum district that 
under Land Purchase Scheme Rs.2.29 crore were recoverable from 

1 KSCSTDC-Rs.178.65 crore, KBCDC-Rs.92 crore, KMDC-Rs.52.57 crore, KSWDC­
Rs.55 lakh. 
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2,087 beneficiaries. The recovery levelcame down from 2.56 per cent 
to LB per cent during 2000-05. The Distritt Office, apart from 

·sending notices to defaulting beneficiaries once in a year, had taken no 
further tangible action. · 

. The Government stated (June 2005) that: 

e :i.n respect of margin money: foans, the banks hold the. first charge on 
assets and they appropriate. tlh.e recoveries first to their portion of loan, 

ai the Company has now been recovering :i.ts loan portion directly from 
the beneficiaries, · · 

® seizing c agencies have now been appomted to seize the assets of 
defaulters . 

KarlDlatalka Badk.:wan:ll Classes Devellopment · CrnrpoJration Lmnted 
{KB CDC) 

2.1.25. The Company has not maintained district wise detaHs. The Company 
:collected blank cheques as security from beneficiaries. It was, however, found 
,that number of cheques aggregating to Rs.1.24 crore were returned 
,dishonoured during 2000.:.05. 

iThe Government stated (May 2005) that due to drought situation during last 
•three years there was hindrance in recovery of loan. As there were 1.5 lakh 
live loan accounts and the beneficiaries were scattered all over the district, the . 
Company was having one or two staff in eac,h district and hence it was not 
'possible to implement the schemes, monitor and recover the loans. 

Diversion of funds 
! . 

. 2.Jt.26. National Backward Classes Finahdru Development Corporation 
(NBCFDC) released cumulativeloan of Rs.98.27 crore to the Company, out of 
which Rs.55.52 crore were repaid. up to 31March2005. The Company is 
, normally regular in repayment of NBCFDC loan and interest It is, how.ever, 
.observed tbat as against the cumrtlative demands .of ·Rs.67.94 crore raised 
, against the beneficiaries, the Company could recover only Rs.38.20 crore upto 
31 March 2005. From this it is evident that the Company diverted 
• Rs.17 .32 crore from its share capital and other schemes to meet its repayment 
·obligations to NBCFDC. The diversion adversely affected the implementation 
of other schemes. · 

.2.1.27. The Company has not prep~ed statements of Demand, Collection and 
Balance even though the Company is in existence from 1986 and hence the 
loan amounts due and not due as at the end of each year were also not · 
,cakulated. Neither a list of borrowers with principal and interest accrued and 
'.due was prepared and analysed by the Company. · 

•Due to ineffective debt management and lack of proper accounting system the 
Company is running the risk of non recovery of a substantial portion of loans 
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and interest due thereon d~e to efflux of time and unenforceable claims. The 
Management stated (May 2005) that due to inadequate machinery it could not 
recover loans. · I · · . 

I 
Diversion of funds . / 

2.1.28. KMDC received i sum of Rs.46.95 crore from National Minorities 
Development Finance Coq1oration (NMDFC) as loans of various types during 

. 1997~2005. During this period, KMDC repaid Rs.27.87 crore to NMDFC. 
The total 'recovery of 1

1

ban from beneficiaries, however, amounted to 
Rs.17.97 crore only. Thelbalance of Rs.9.90 crore was diverted from other 
schemes, in order to repa~ the loan to NMDFC. This adversely affected the 

I 

implementation of other s~hemes. Poor progress in recovery of loans was the 
only reason for diversion bf funds. The Company stated (May 2005) that to 
avoid penal interest it divefted funds. . . . I ·. . 

i . ' . 
Karnataka State Womenrs Development Corporation (KSWDC) 

I 
2.1.29. KSWDC entrus~ed the. entir~ responsibility of disbursement . and 
recovery to Karnataka State Financial Corporation (KSFC) and it failed to 
enforce. its own recovery ~echanism, eveh where the loans became overdue. 
A smn of Rs.55 lakh Wa~ outstanding as on 31 March2005, out of which 
Rs.34.58 lakh was recove~able from KSFC. The total dues including interest 
amounted to Rs,78.31 la~ (Composite Loan Scheme through KSFC). 

' I 

I 

· 2.1.30 .. The Internal Au~it functions are entrusted to external agencies i.e., 
. ·· firms of Chartered Acco~ntants. No separate Internal Audit wing has been 

formed in KBCDC, KMDC and KSWDC. Though Internal Audit wing is 
formed in KSCSTDC, it i~ functioning only with two audit personnel, which is 
inadequate considering itsi volume of activities and jurisdiction throughout the 
State, and the Statutory ~uditor has also commented upon the inadequacy of 
Internal Audit. I 

I 

The lack of Internal Contf ol in these companies has resulted in many cases of 
misappropriation. A few cases are detailed in Annexure -12 

!<iild~l~Sf j));jj I 
The Companies have nJt complied with the recommemfatiolllls of COPU, 
illll respect of meetillllg I their administrative expenditure out oft' tlhteilr 
operative income; iilDl coiinductiing survey mmd identifying the beneftidaries; 
in revising the ratio I based on periodical census :reports; amll frn 
formufating new schem~s. . I 

I 
The Companies have m)!t beellJi ablle to utm.se the fund released. to them !by 
the Government in fullll. KMDC has been releasing assistance to the 
societies not covered unider the scheme. The ratio of assistance to variimJs 

I . 

communities was not adhered to resumng in iinequal distributiion of 
benefits. There were ~umber of borewells dug um.idler Gangak.allyana 

I 
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scheme9 whftch we:re not ene:rgnseid9 the:relby defeatil!ll.g the Jpm:rpose · fo:r 
whlch those we:re instaRRedl. KSCSTDC chal!ll.geid! the scope of the 
rehabnnfttation of Safaiikairmacha:ri ·scheme !by illllchndl1.1rng peirsrnrns employed 
in any sanita:ry wo:rk not cove:reid! .in the guniid!eUnes :resllllW.ng in idlep:riving 
the e!Ilgilblle belllefida:riies the benelfits of the scheme. The Companies did 
irnot have any regu!a:r evalluatirnrn or f eerrl!back system fo gauge the ftmpad 
of the schemes ftmpllemented. 

Poor recove:ry efforts resullted in huge arrea:rs in recovery of foans and in 
d!ftveirsfon of scheme f11.mds for repayment of ioans takemi from Oent:ral 
agendes. Tlhe Internal! contmll system was not adeqllllate iresuUi.ng in 
number of mnsapprop:rfatfons. 

IR:e~gjmru©l!fiWH«jif~ 
@ The Compames need fo take steps to fllllllly comply wiith the 

recommenidlatfons of COPU. 

e The lfmurnd!s re.11.easedl lby Goverlllll!1t11.el!llt need to be fully utfillftzed on 
siehemes wiitmJrn. the time frame. 

(j) The Compames. need fo el!lls11.11re equitable d!istributfoJrn of lbel!llefiits, 

o The ioaJrn. recovery positfollll has to be impmvedl. !by streimgthemng 
recovery mechanism lby the Companies. 

@ The Oompanies would need to 11und!e:rtake evaluation aJrn.d! impact 
anailysis of their schemes. 

@ Interllll.ai Auidit wii.llll.g has to be fo:rmedl in KBCDC9 KMDC9 

1KSWDC alOld! the same needs fo b1e strengthened iin I\.'.SCS'fDC. · 
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OCntrSd.u~H~Pl 
2.2.1. The Krishna Water Disputes Tribunal recommended (Bachawat Award 
)976) sharing of the Krishna water among the three States viz., Maharashtra, 
Karnataka and Andhra Pradesh. As per.the Award, out of the total availability 
of 2,060 thousand million cubic feet (tmc) of water in Krishna river, 
Kamataka's share was 734 tmc. The award was to be reviewed or revised by 
competent authority or Tribunal after) 1 May 2000, which has not been done 
.so far (August 2005). 

In order to utilize the State's share of water expeditiously, Krishna Bhagya 
Jala Nigam Limited (KBJNL) wa~ formed in 1.994 with the objective of 
executing the Upper Krishna Project by mobilizing required resources from 
. the market. 

As enormous funds were req~ired for projects falling other than those under 
Upper Krishna Project, the Government formed (December 1998) another 
Company viz., Kamataka Neeravari Nigam Limited to mobilize resources and 
.to complete·the identified/prioritized irrigation projecfs in the Krishna River 
'Basin on fast track basis by· 2003. The total allocation of water to the 
'Company under 33 projectscc entrusted till March 2005 was 217.61 tmc . 

. The details of projects transferred to the Company on formation and 
subsequent entrustment of projects along with estimated cost are gi.ven below: 

(Ru ees.Jin crore) 

3,056.98 

a) frojects transferre4 during 
1999-2004 . 10 1,101.65 1,162.39 1,287.86 

b) projects transferred during. 
!2004-05 : 15 5,244.07 

TOT AlL 33 12,606.85 
* ind1lldes Rs. 958.40 crore already spent before handi.ng over to the Company; 
SR= Schedule of rates 

;The Company was required to complete the originally transferred eight 
projects by March 2003. These . are, however, yet to be completed 
(August 2005). Out of 33 projects, the Company has taken up 18 projects only 
,for execution so far (July 2005). As on 31 March 2005, the Company incurred 
Rs.3,317.20 crore (including Rs.1,413.58 crore incurred on 18 projects before 
take over); but nl?ne of the projects have been completed so far (August 2005). 

ls.t6?~~:(itlaqd;i~ 
2.2.2. The present review conducted during January to March 2005 covers 
'management of funds by the Company for the period from December 1998 
(inception) to March 2005. · · 

cc including three m:m-Krishna prnjects 
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I Chapter II Reviews relating to Government companies . 

I 

I 
Audit was conducteb with a view to ascertain whether : 

@ the estimation df funds was realistic, 
I . . . 

® the mobilization of funds, both from internal and externall sources, 
was in the econbmical manner, · 

© the funds were htilised efficiently, 
. I . 

® the surplus fun1ds were invested efficiently' 
! . 

s the. achieveme~t of physical and financial . parameters were with 
reference to th~ long-term and short-term plans, 

I 
. I 

2.2.4. Audit adopted t~e foUowing criteria ·for the evaluation of funds 
management activity with [a view to see whether : 

I 
is systems and procedures followed by the Company for proper 

estimation of funds and planning to ensure achievement of its 
ob1ectives of formation. · 

J I . 

@ procedures a~d control systems were in place for optimum 
mobilization of funds at least possible cost. 

I 
@ _procedures artd practices were in vogue to ensure effective 

utilization of funds. 
! 

--""'i')V:P''''" I JU)''' I 
2.2.5. The methodology adopted for attaining the audit objectives by 
comparing with reference/to the audit criteria were 

ei Applicable St~tutes, rules and regulations, 
I • 

e Review of Meinorandum and Articles of Association, 
I 

~ Review of Bbard Minutes, Minutes of Finance sub-committee, 
Audit Commi~tee, . . 

! 

Ci) Review of Aribual Work Plans and Budgets, 
I . 

e1 Review of re.cords maintained by the Company in respect of 
, I . 

planning, mobilization, utilization and deployment of surplus 
funds, I· · 

0 Internal Audit! Reports, Statutory Audit Reports, . I . . . 
"" Issue of Audit Enquiries, and 

I 
' 

® Interacti~ns ~ith the management. 

I 
I 
I 
I 
I 33 
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Audit findings as a result of. test check were reported to the 
Management/Government in April 2005 and discussed in the meeting of Audit 
Review Committee on Public Sector Enterprises (ARCPSE} · held on 
5 May 2005. The meeting was attended by Technical Member and Managing 
Director of the Company and Secretary to Government of Kamataka, Water 
Resources Department. The views expressed by members have been taken 
into consideration while finalizing the review. · 

Audit findings are discussed in succeeding paragraphs. 

Estimation of funds requirement · 

· 2.2.6~ To assess the funds requirement, budgets are prepared every year taking 
into account the Annual Works Plan(AWP) drawn on the basis of projections 
made by various divisions. The estimated expenditure on capital works, 
repayment of principal and interest is matched with the funds to be received 
from Government as share capital (meant for refund of borrowing with 
interest), and thrpugh borrowings~ Funds required by Divisions for works 
execution are transferred based on pe;fodical intent and surplus funds are 
invested in mutual funds and term deposits. 

Audit observed that: 

@ no corporate plan was drawn up to assess the requirement of funds on 
long terni basis. 

detailed pro_iects reports (DPR's) were nc.t prepared by the Company 
after formation; DPR's.on majo..- projects were old dating back to 1976. 
This has resulted in unrealistic funds requirement and effected timely 
completion of projects. 

even after seven years of formation, the Company did not have a system 
of correct and periodical updation of the estimated project cost. 

2.2.7 . The table showing the year-wise estimated cost of the projects, annual 
work. plan drawn and achieved for the last six years ending 31 March 2005 is 
given in Annexuure-13. In this regard~ following deserve mention: 

m. The year wise achievements of:budgeted and actual expenditure ranged 
from 30.95 per cent to 85.44 per cent. In respect of eight initially 
transferred projects, though the' ·company had budgeted Rs.3,027 crore 
(as on March 2005), the actual expenditure was Rs.1,729 crore only. 

@ The budgets were presented to the · Board for · approval after 
comm~ncement of the financial. year. There was no system of splitting 
up the annual budget into monthly/quarterly budgets for monitoring. The 
significant variations were not analysed. As these were required to be 
submitted to the State Legislature, this in turn effected the projection 
made to the Government. · · 



As the Company 
depends upon 
Government 
guarantee to mobilise 
the fund, considering 
the yearly allocation 
by the Government it 
would take 36 years to 
complete all the 
projects. 
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I 

I 
® There was no system of making proper survey/estimation. Failure to 

evolve a proper systJm of scientific dassification of strata and quantum 
of work involved res~ltedin extra financial implications. 

I 
The Government repFed (May 2005) that no work was taken up without 
survey and estimation and that estimates were prepared after detailed 
investigation. As sp~cific site conditions which could not be foreseen at 
the time of investigation, led to additions/modifications in the· work, 
which resulted in unkvoidable financial implication. The reply is not 
acceptable as the cbmpany has not done any analysis in respect of 

I . 

problems, which led to considerable extra financial implications and 
time over run. I 

@ The progress in impldmentation of projects was poor and the objective of 
.formation was not fully met. The Company could only achieve a 
financial progress of[28.95 per cent and physical progress of 25.27 per 
cent since inception: to March 2005 in respect of initially transferred 
eight projects. Au~it also observed that there was no system of 
monitoring the progress of projeCts under critical components of 
execution. Even the.~oard of Directors (March 2003) felt that the status 
report for projects prepared by the Company was only a general 
statement and it was not possible to ascertain the shortfall/delays 
attributable to · conttactors/Company, if any, both . in physical and 
financial terms, and poi~ted out the need to identify each project into 
quantifiable items. I 

a The Company has ! been depending upon the guarantees of the 
Government for borrowings with a result that the borrowings were 

I 
restricted to the aµio9nt guaranteed by the Government. Considering the 
fact that the Government had allocated Rs.258 crore (Rs.188 crore 
borrowings through povernment guarantee and Rs. 70 crore as grant) 
during 2004~05, it wpuld take 36® years to complete all the projects at 
current levels. of co;st. . The Government admitted (May 2005) the . 
inadequacy o{ budgetf1IY allocation. 

During the ARCPSE /meeting, the. Management stated (May 2005) that 
in order to utilise 17V.30 tmc of water, 14 projects (out of 18 ongoing 
projects) would be cdmpleted by March 2007 by incurring balance cost 
of Rs.3,745.61 crore.1 _ Audit observed that a:s against this requirement, 

·I 

the Company had b\ldgeted for only Rs.1,444 crore in 2005-06 and 
Government support [through guarantee/grant was available only to the 
extent of Rs.500 crore. The Company has not planned for mobilisaticn 
of balance require:inebt through sources other than by way of borrowing 
through Government kuarantee and as such the possibility of completion 
of projects by 2007[ ~s stated and scheduled utilisation of water is . 

. remote. i · 
! 

Mobilisation of funds 
2.2.8 In orde~ to meet th~ funds required for capitalwo:dcs, the Company 

mobilizes funds through: · · 

i 
I . 

® The requirement of Rs.,9,290 crore ~'> complete all the projects. dhidedl by 
Rs.258 crore alloted dmring 2004-05; 
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The Company 
incurred a loss of 
Rs. 20.29 crore on 
investment of 
borrowed funds at the 
rate lower than 
interest rate on 
borrowings. 
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• external/market borrowings, 

• budgetary support trom Government of Karnataka and assistance from 
Central Government under Accelerated Irrigation Benefit Programme 
(AIBP), and 

• internal generation by collection of water charges. 

External borrowing of funds 

2.2.9. The Company mobilized Rs.1,445.05 crore since inception (1998) till 
March 2005 through private placement of bonds at interest rates ranging from 
6.70 per cent to 13.25 per cent. In addition, the Company availed term loan of 
Rs.220 crore in July 2004 from banks/financial institutions at annual interest 
of seven per cent. In this regard, following deserve mention: 

• The Company did not evaluate the economics of term loan funds until 
July 2004, when it raised term loan of Rs.220 crore. Failure to avail term 
loan deprived the Company of the facility of need based drawal and also 
flexibility of swapping loans with loans at lower rate at short-notice 
especially since the interest rates were declining. 

• It may be seen from the Annexure - 14, that the Company was raising 
funds without taking into account requirements, resulting in surplus funds 
till March 2004. The mismatch between mobilization and utilization of 
funds resulted in loss of Rs.20.29 crore on investment of borrowed funds 
at rates lower than the interest rates on borrowings. 

• 

The Government stated (May 2005) that they always planned to maintain 
the funds required for three months project expenses. Further, the 
Company accepted that funds were initially mobilized based on cost of the 
projects, but found that pre-requisites for execution were not ready, whic~ 
led to excess funds. The reply is not tenable as audit has worked out the 
above loss after excluding balances held in current account/treasury 
deposit/funds in transit, considered necessary to meet project expenses. 

Out of 11 series of bonds (including sub-series) floated till March 2005, 
mobilizing Rs.1,445.05 crore, seven series of bonds aggregating 
Rs.550.13 crore were floated at the end of the financial year (January to 
March) to utilise Government guarantee before expiry. This indicated that 
the borrowing programme was not need based. Further, over-subscriptions 
were also accepted inspite of holding adequate funds. 

The Government stated (May 2005) that the over-subscriptions were 
within the limit of guarantee provided by Government. The reply is not 
tenable as the objective of formation of the Company was for mobilization 
of funds based on need for execution of projects and not mobilization of 
funds with the cover of a guarantee. 

Budgetary Support 

2.2.10. As per the terms of the tripartite agreement entered into between 
Government of Karnataka, the Company and the trustees to the bond holders, 
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compelled the 
Company to borrow 
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I 
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I 

Government of Karnatak:J agreed to place funds required to discharge the 
liability of interest and ppincipal in the escrow account. Accordingly, the 
Government released Rs.266~13 crore towards repayment of principal and 

I . . . 
Rs.524.74 crore towards repayment of interest, which was accounted as share 
capital. Further amount pf Rs.93.44 crore to~ards Minor Irrigation work, 
Rs. 70 crore towards capital grant and Rs.297 .64 crore towards AIBP funds 
released· by Government I were also treated as share capital. In addition: 
Rs.867 .99 crore· was contributed (May 1999) by Government of Kamatak:a as 
share capital in kind towcirds the value of assets taken over. As such entire 
share capital of Rs.2,119.?4 crore as at 31 March 2005 was contributed by 
Government of Karnatak:a.i 

. I 

Audit observed that there! was delay ranging up to 14 7. days in the receipt of 
money released under tripartite agreement. Due to delay in release of funds on 
due dates (reasons not on record) by Government of Kamataka, the Company 
utihzed borrowed funds for payment of interest to bond holders. 

. I 
Consequently, the Company suffered a interest loss of Rs.2.10 crore on 
utilisation of borrowed fudds for payment of interest to bond holders. 

I 
Internal generation of flll!fds 

2.2.11. The sustainabilit~ and efficient utilization ofirrigation assets created 
by incurring huge capital ~ost depends on effective maintenance and meeting 
the maintenance cost/ca~ital cost mainly through the recovery of water 
charges. Based on the r~commendations of State Finance Commission and 
independent studies, the Planning Department decided (October 1988) that 
water users have to pay ·for water utilised for irrigation which would fuUy 
cover all the operational ~nd maintenance costs and also yield a reasonable 
return on investment. Thej power to levy and collect water charges was vested 
with Government of Kamatak:a till 200:2. The amendment of Kamatak:a 

I . 

Irrigation Act in 2002 permitted the irrigation companies to levy and collect 
water charges, thereafter.·/ · · 

2.2.12 The demand for {\rater charges was raised in respect of two projects 
(Ghataprabha and Malapr~bha); out of eight projects, initially entrusted to the 
Company on its formation. This was stated to be done as the water from these 
two projects was made aJailable for irrigation. Out of total irrigation area of 
4.48 lak:h hectare as on I 31 March 2005 in · Ghataprabha and Malaprabha 
project areas, the irrigatio,h management of 1.87 lak:h hectare was entrusted to 
454 Water Users Co-op~rative Societies (WUCS). The details of water 
availability, total demand/ (including WUCS) and collection since inception is 
given below: / 

1999-2000 ! ' 97.01 
2000-01 I 80.33 
2001-02 " 61.93 I 
2002-03 41.06 9.90' 
2003-04 54.68 5.71 
2004-05 90.17 6.86 

Total 73.56 
I. 
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In this connection following observations are made: 

.@ 

·® 

The Company raised total demand of Rs.73.56 crore since inception 
to March 2005 and after waiver . of Rs.39.56 crore (by 
Government/Company) the net demand was Rs.34.00 crore. The 
Company could collect only Rs.7.87 crore, which represented 5.28 
per cent of the repairs and maintenance cost of Rs.149 .09 crore. 

There has been reduction in the demand for water charges in spite of 
increase in the irrigation area. The reasons for reduction were not 
analysed by the Company. The Government stated (May 2005) that 
the total demand raised in any year would depend on the availability 
of water in the reservoir. The reply is not tenable as there was no 
correlation between water availability and demand as could be seen 
from the table. 

The Company had given (upto March 2004) Rs.17.63 ·crore as capital 
grant to WUCS by diverting borrowed funds. This resulted in loss of 
interest of Rs.1.79 crore besides draining the scarce funds of the 
Company without corresponding collection ·of revenue. The 
accounts of socie.ties were not obtained by the Company for scrutiny 

· to ensure that WUCS utilized the grant for the purpose for which it 
was given. 

Water charges collected by Revenue Department up to 2001-02 were. 
not passed on to the Company tiU date (August 2005). Water 
charges collected by wUCS were also not remitted to the Company. 

In the ARCPSE meeting, the Government informed (May 2005) that 
a committee under the chairmanship of Managing Director, KBJNL 
had been constituted to study the issue of mobilization of funds 
through water collection. It was also stated (May 2005) that the role 
of the Company was to collect the water rates as fixed by the 
Government and that the State Government had brought in 
amendments to Kamataka Irrigation Act to bring in WUCS with a 
definite role. The reply is not acceptable as the system for supply of 
water to WUCS and raising of demand and coUection of dues needs 
improvement considering the anticipated investment of Rs. 12,607 
crore on projects to utilize 217.61 tmc of water allocated to the 
Company. 

Utilisation of funds 

Review of utlisation of funds revealed the following deficiencies: 

Cost of creatio_n of irrigation assets 

2.2.13. Table showing cost incurred to create irrigation assets and incidence 
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of high establishment costl!.thereon are given under: 
(Run ees m crnre) 

ITTl>,~if<}?ij;~~~~~~. ~m~~ru_,y1t!ttm~~~l~~~Bii~2l,;~m4p~,c~;o::~~~,i~llil~ rgf{~w,~~?fu:JPm1~m::!:m~ ~;,;;;;1f:~.~om,~~ .. ;PMfr~:~fffij; ~~~ 
A. Total capital cost incurred 

96.51 (170.29 283.48 . 218.12 286-40 296.08 1,350.88 
b the Com an "' 

(a) Establishment expenditure 
41.54 ( 45.63 58.46 83.51 . (other than interest) 85.30 84.77 399.21 

I 

(b) Interest on borrowin s 37.11 i 62.60 79.03 99.98 121.39 125.13 525.24 

B. Total expenditure (a+b) 78.65 1108.23 137.49 183.49 206.69 209.90 924.45 
I 

C. Total cost (A+JB) 175.16 1278.52 420.97 401.61 4193.09 505.98 2,275.33 
' 

Establishment expenditure as a I 
43.04 i 26.80 20.62 38.29 29.78 28.63 29.55 

er cent of total ca ital cost. I 

The Company incmrred 
Rs.924.45 crore on 
administrative 
expenditure, interest and 
other overheads to create 
assets worth RsJ.,350.88 
crore, which was 68.43 
per cent of the totaK 
capital cost. The 
Company had not 

· analysed staff 
requirements as directed 
by the Government. 

I 
' 

In this regard_, the followirlg deserves mention: 
I 

© Execution of work[ is done entirely through contractors and the role of 
the Company is only of supervision. Eventhough the expenditure 

. I 
incurred on establishment and other items for creation of irrigation I . 
assets through contractors decreased from 43.04 per cent in 1999-2000 
to 28.63 per cent ih 2004-05, it still exceeded the norm of 15 per cent 

I 

fixed by Central \\1ater Commission. 
) 

0 The Company· has incurred Rs.924.45 crore on administrative 
expenditure, inter~st and other overheads to create assets worth 
Rs. l ,350.88 crore, fwhich was 68.43 per cent of the total .capital cost.. 

I . 

@ As compared to the total allocation of 217.61 tmc of water for the 
projects taken up by· the Company, actual utilization by partly 
completed project$ viz., Ghataprabha and Malaprabha was 97.01 tmc 
in 1999-2000 which decreased to 90.17 tmc in 2004-05. The 

I 

Government repli~d (May 2005) that the low utilization was both due 
to lack of water an~ delay in creation of assets. 

. i . . 
@ The Company \\(as authorized to make an . assessment of staff 

requirements and te-deploy or surrender the excess staff to Irrigation 
department.· Audit\ observed that no such attempt was made and as on· 
31 March 2005, t~e number of administrative personnel (1,229) was 
substantially more/than the technical personnel (724), which resulted in 
high establishment cost. The Government stated that a large number of 

. . I 

temporary workers recruited prior to the formation of the Company 
continued on the basis of Supreme Court decision_ and the Company 
has been requestiµg Government to re-deploy them in Government 
departments. Theireply is not tenable as under the Government order 
of May 1999, th~ Managing Director was not only authorized to 
suitably re-deploy \within the Company but also to surrender the excess 
manpower to Irrig~tion Department. 

I 

I 
I 

., excludes cost incmrred on ~ight prnjeds before transfer to the. Company 
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Implementation of new projects 

2.2.14. Even though the Company was finding it difficult to arrange funds 
required for ongoing projects as discussed in paragraph 2.2.7 supra, new 
projects were periodically transferred to the Company by Government. 

Audit observed that though the Government informed (January 2003) that a 
. meeting of all concerned would be held to spell out policy with respect to the 
transfer of additional projects, funding, prioritization and related issues, no 
such meeting was held till date (November 2005). The Finance Department, 
however, in the meeting held in February 2003 advised the Company to 
prepare an action plan limited to its resources position W ensure optimum 
utilisation to attain its objectiv3s. As the transfer of projects to the Company 
directly by Water Resources Department, without the concurrence of Finance 
Department was considered as not in accordance with Kamataka Government 
(Transaction of Business) Rules, the Government directed the Company to 
make a critical analysis before transfer of any project, taking into account the 
borrowing limit. The Company, however, continued to take up all the new . 
projects with an outlay of Rs.6,532 crore, without identifying the resources or 
obtaining commitment from Government to provide necessary resources. 

The Government stated (May 2005) that the Company was bound to comply 
with the directions and in view of the commitment made to utilise its share of 
water, the required support. would be extended depending upon the progress 
achieved. The reply is not acceptable since Rs.258 crore only through State 
support wa:s· made available during 2004-05 as against the gross requirement 
. . 

of Rs.9,290 crore. 

Investment of funds in Lift Irrigation Projects 

2.2.:15. The Company had undertaken implementation of Lift Irrigation 
Schemes (LIS) involving Rs.1,983 crore. LIS intended for uplands involved 
huge investments and the success of the scheme depended mainly on a definite 

·policy to be evolved for their maintenance. Audit observed that LIS was being 
implemented without giving any consideration to the huge expenditure on 
power consumption. The Company requested (June 2002) the Government to 
form ari inter-departmental group to come out with a policy on Lift Irrigation 
Projects, especially considering the estimated annual power charges ·of 
Rs.58 crore in respect of three ongoing major LIS viz., Bhirpa, Singaatalur and 
Hippargi ort which an investment of Rs.157.47 crore had already been made 
till March 2005. ·The Company incurred Rs.9.17 crore during 2000-05 as 
electricity charges for operating LIS, which was being paid out of borrowed 
funds. · 

The Government stated (May 2005) that it is actively considering to come out 
with a policy decision on maintenance of LIS. 

Management Information System and Monitoring 

2.2.16. The Company did not maintain database showing details viz., date of 
tendering, awarding, scheduled and actual completion, tendered and actual 
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. I 

cost, extra financial impHtjation, name of the contractor, reasons for delay, 
whether delay is attributable . to the Company or contractor, etc., which are 
very essential for identifyin~ the problems in the execution of the projects and 
taldng corrective actions sd that they do not recur in future. The directive of 
Board of Directors (Marchi2003) to evolve a suitable monitoring mechanism 

. . . . I . 

for works was also not carried out so far (March 2005). The Government 
. . . I .· . 

stated (May 2005) that the ~uggestion was taken note of and the Company was 
making earnest efforts to e~olve suitab1e Management Information Systems. 
. . I . 

Release.of Funds without control 
·• . I .- . 

2.2J.7.. The Company was ~eleasing funds to Special. Land Acquisition Offices.­
(SLAO) for acquiring land [for irrigation projects. A sum. of Rs.188 crore was 
paid to 11 SLAO during six years ending 31 March 2005. A special audit by 
the auditors appointed by tlie Company was taken up in July 2004 to verify the 
extent of utilisation, maintJnance of cash book, bank reconciliation, etc., and ... 

. . I 

also to ensure the correcttjess of compensation paid. Though . the Statutory 
. Auditors al.so qualified in their report from 2000-01 and onwards on the non­
rendering of accounts an~ inability to ascertain the _impact thereon, no 
remedial action has been then till date (July 2005). The Government stated 
(May 2005) that the Company would take appropriate action after receipt of 

. the special report from the ~uditors. 
i 

""":.''""";~=--·~""'",,~,,,.,:''.! 

2.2.18. A review of inte~al controls. relating to funds management revealed 
the following: · I · · 

Estimation of funds I 
. . . I . 

e Budgets weJ,"e presentyd belatedly and there was no splitting up of annual 
budgets into sub-periods .. for monitoring and _the variations were not 
analysed. _ / . . · . -. 

Detailed Project Repbrt:s were not prepared periodically which had an 
I 

effect on timely com~letimi of projects. · 

There was no systettl of maldng proper survey and estimation prior to 
I . . 

commencement of the work. · 

Cost estimates of the! projects on hand were not updated periodical.ly to 
ensure correct estimation of funds requirement. 

! 
Mobilization of Funds ( 

The Company had nbt evolved any system to assess the cost of funds 
from different source~. 

I 

The Company did nJt have a proper system for levy and collection of 
water charges. j 

I Utilization of Funds / . 

e . The Company did not have adequate Management.Information System. 
. I . 
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The Company did not have · a system Of monitoring utilization of 
advances made to Special La~d A,ctjuisition :Offices. 

. . .. ' . . 

'· Tlb.e ({J)bjective of f oirl!Jrna1tiiomr of 1tlllle Compa!llly a~· a Speciall f@rpose Velhliicfo 
i to imtfillize Smte,s slllaire of wateir imi1Mllell" ·Baclhlawa1t Awainll a!!itrll foir 

· j mobrutlz~ai({J)Ill of li°eS({J)Till~c~s and co~p!etlirnm of pttij~cts rnr11~ fast tll"ack baslis · 
i, wais !lllot fully imeto Jirasteadl ({J)f p)rfoirimiillilg 1purojects allready UIDldertakeim, 

· : tlhle _GoveirnmeJID1l: el!lltrllllsted tlbte Compamry with m({J)Ir'le llllew jplirojects Wftho1ll!t 
asce1rtaillilillg ecolllloiimc viability.!. amll ptoviidlil!llg . airl!e~l!J!ate · · Jfmrnndls. ·The 
Comp~!llY irllependls· mafumlty upollll Goye1mmme1D1t guall."a:m1tee to mobilize folllld!So 
JFaD.illlire of tlh.e G({J)veirlll\mel!llt to provide adeq1ll!a(e guairallll1tee l!ias ifesunllaed filn1 
li"esfrlidedl boll"mwmgs~ Col!llSte({j!Ull~l!llt[y 9 n1t wl!ilu]«l! fake 36 ·. yea:rs fol complete 
tlhte ({J)]lngoling ·pirojects at c1lllirirent. Revells ·.of costo 'Jl'he pirngiress iiim 

. i impilemeimt2tfoJID was poor alillid! theire WSIS llllO system of momtmi.l!ll.g the 
: pmgiress of ]pnrojeds Ullllndeir Cll."iitfoall comprnllleJP!ltS of execlllltlloimo . Linck of 
! ·- - • c"i "·-" ' 1 • • • 

, ' pro pell." irevelilll!ll.e 1recovecy system l~idl Ito, pooir colllledimn. of water cllnaJrgeso · 

i. 
! 

-- r· 

1 • 

Tllle Compaimy slfum.nldL~xpei!lliiae the exec~tirnm olf pimjeds by p1fop$ir 
planmmg, orgaimfaatfollll arnull maimagemen,Ho achneve tl!ne objediive·of 
fornfiliatfoim as ·a · Speda[ Pull."pose VelhliicRe ~lllld_ to ens1!llife timely > 
lllltilizatfomr oft' State's sbaire 10Jt' wateir o 

Th~ Compa~y ·. sl!nollllndl ~ot . umllertiit]\{e l!llew pirojec~ . wiltlhirnini · 
asceirltaJillllillllg rne · ecol!llomi~ vfafuilliity • al!lfi!ll availability olf 2i!llequ21te 
f1lll.llll.ds. · .,. · · · · · · · · · · 

- - - . ,· 

® ·. The Comp2lllly :shoulld! -m~lke effo~ to µimpimve me' diemamd ani!ll 
colllectn({J)llll . of. water . . ~barges ft'r~lll!ll . commeirdall/rurrigatfiol!ll . . . . . 

· bel!lleftiicliaries. The Company: needs fo: evolve a system fot tiimeRy 
recovery off water clbiairges, wlhfolli shouRd meef at -!!east . tlhte 
opeiratfiol!ll;am11rll ~afutel!llanc,~ costo · · 
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(Pamgmph 2.3.13) 

-(Paragmph 2.3.11) -

2.3.1. The Kamataka sJte Tourism Development Corporation .Limited 
(KS'fDC) was set up in f'.etlruary 1971 with a view to promote and devefop 
domestic as well as intematibnhl tourism in the State. . I . - . 
The main objectives of the Company are: -

- _ @ to promote. tourisn.i\ in ill forms and in particular, by providing 
boarding-and_fodging, transport and arrangements for excursfon; 

@ to take ov~r, develop\ and manage places of touri~t interest iin the State 
of Kamataka and elsewhere; and - - _ -

0 to acquire and take\ oyer any of .the assets -and liabilities of the 
Department oflnformatlon and 'f ounsm, Government of Kamataka. _ 

- I -
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· 2.3.2. The Company is presently engaged mainly in the following activities: 

© maintaining budget category hotels in places of tourist's attraction, 

Ql leasing out its properties (i.e., both land and hotels) to private 
entrepreneurs in line with Kamataka Tourism Policy (2002-07), and 

· (!) providing transport facilities to tourists by conducting package tours in 
Karnataka and in other States. 

2.3.3. The Hotel division is headed by the Commercial Manager (Hotels) at 
the head office and is assisted by the Manager at · the unit level. The 

· Commercial Manager (Hotels) reports to the Managing Director of the 
Company. The Company is operating 18§ hotels (with restaurants), thr.ee 
exclusive restaurants and three boat clubs as on 31March2005. 

The working of the Company was last reviewed and r~ported in the Report of 
•the Comptroller and Auditor General of fadia for the year 1997-98 
(Commercial). The Report was discussed by COPU and its recommendations 
contained in its 85th Report (August 2000). 

2.3.4. The present review was conducted during October 2004 to January 
2005 covering the performance of Hotel Di.vision including infrastructure 
development (up-gradation and renovation) of the Company during 2000-05. 

, 2.3.5. Audit was conducted with a view to: 

0 ascertain whether the objectives of the Company were achieved with 
economy, efficiency and effecdvene&s; 

ai examine the compliance to the recommendations contained in the 
Report of COPU; and 

ai ensure that the tourism policies of Government of India and 
Government of Kamatak:a are implemented effectively. 

2.3.6. The audit·criteria considered for assessing the achievement of audit 
objectives were: 

® · occupancy norms fixed by the Company for its hotels; 

® Karnataka Tourism Policy 1997-2002 and 2002-2007 in respect of 
· leasing of hotels ; 

§ excllrnrllilmg fnve lbiotels 1p11rivati.zed duirftng 2000-05 and one closed unit. 
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• guidelines of Centrally Sponsored Schemes for up-gr~dation and 
renovation of hotels, issued by Ministry of Tourism, Government of 
India and Department of Tourism, Government of Karnataka ; and 

• COPU's recommendations. 

!Audit methodolog~ 

2.3.7. The methodology adopted for attaining audit objectives, with reference 
to the audit criteria were: 

• Review of monthly performance reports of hotels. 

• Review of Tourism Policy of Government of Karnataka - 1997-2002 
and 2002-2007. 

• Review of Board minutes. 

• Files relating to grants received from Government of 
India/Government of Kamatak:a. 

• Evaluation reports of Infrastructure Development Corporation 
(Karnataka) Limited (!Deck) in respect of Concession agreements of 
concessionaires. 

• Issue of audit enquiries. 

• Interaction with the Management. 

!Audit finding~ 

Audit findings, as a result of test check were reported to the Company/ 
Government in March 2005 and discussed in the meeting of Audit Review 
Committee on Public Sector Enterprises (ARCPSE) held on 20 April 2005, 
which was attended by the Managing Director of the Company and Principal 
Secretary, Information, Tourism and Youth Services, Government of 
Karnataka. The views expressed by the members have been taken into 
consideration in finalisation of the review. 

Audit findings are discussed in succeeding paragraphs. 

Growth of Tourism 

2.3.8. Th~ Company was incorporated with a view to promote and develop 
domestic as well as international tourism in the State. The Company, 
however, is not collecting and compiling data regarding tourists (both 
domestic and foreign) arrival in the State to assess the growth of tourism in the 
State. The data regarding the nuMber of tourists who visited Karnataka and 
India during the last five calendar years (up to 2004) collected by the Audit 
from the Department of Tourism, Government of Karnataka, and Ministry of 
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Tourism, Government of India respectively, is indicated in the table below: 
(Nos. in lakh) 

Particulars 2000 2001 2002 2003 2004 
No. of tourists who visited India Not 25.37 23.84 27.50 15.SG* 

available 
Tourists who visited Kamataka 
Domestic 159.03 179.99 120.73 111.75 143.65 
Foreigners 2.30 2.29 1.41 2.50 1.25 
Total 161.33 182.28 122.14 114.25 144.90 
Number of tourists who availed 0.83 0.81 0.82 0.77 0.65 
accommodation in Company' s hotels 
Tourists availing the facility in 0.51 0.44 0.67 0.67 0.45 
percentage (both domestic and 
foreigners) 
Percentage of foreigners who visited Not 9.03 5.91 9.09 8.06 
the State vis-a-vis who visited lndia available 

A 
B 

c 
D 

E 

* -from January 2004 to June 2004 

As could be seen from the above, the percentage of tourists availing 
Company's facilities ranged from 0.44 per cent to 0.67 per cent during the five 
calendar years up to 2004, which was negligible i.e., less than one per cent. 

Tourism Policy 2002-07 

2.3.9. As per the Tourism Policy 2002-07 (effective from June 2002), the 
existing accommodation and other facilities of both Government and the 
Company are to be usefully and optimally utilized by inviting private sector 
partners in management of these properties in a phased manner. Accordingly, 
the Company entrusted (2000-05) the operation of its five units to private 
entrepreneurs on 'Renovate, Operate, Maintain and Transfer' (ROMT) model 
on 30 year lease basis. The service of !Deck was availed to follow the detailed 
procedure of calling for tenders, technical bids and price bid. 

The performance of seven° units, out of 24 units, are discussed in the 
succeeding paragraphs. 

Operational Performance 

2.3.10. The table below summarises the operational performance of the Hotel 
division for the five years ended 31 March 2005. 

(Rupees in lakh) 
Particulars l 2000-01 2001-02 2002-03 2003-04 2004-05 

Income (Gross) 607.89 574.48 557.63 608.15 657.83 
Servicing, administration, selling 302.33 289.51 240.89 2 14.13 226.42 
and other expenditure (hotels) 
Gross contribution (A-B) 305.56 284.97 316.74 394.02 431.41 
Total income from all activities of 1,062.79 1,123.20 1,266.75 1,463.54 1,547.20 
the Company 
Percentage contribution by Hotel 57.20 51.15 44.02 41.55 42.52 
division (AID) 

As could be seen from the table, while the income of the Company from all 
activities were increasing, the gross percentage contribution of hotels division 

0 HM Hoysala, Mysore; Cauvery, KR Sagar; Pavitra, Yediyur; Sudharasan, Ooty; 
Yatrinivas, Mysore; Riverview, Srirangapatna and Balbhavan 
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The Company failed 
to achieve the room 
occupancy norms 
fixed by it. This 
resulted in non­
realisation of 
additional revenue of 
Rs.2.24 crore. 

I Chapter II Reviews relating to Government companie~ 
I 

I 
has been showing a declining trend froni 57.20 per cent in 2000-01 to 42.52 
per cent in 2004-05. ! · 

I 

The COPU in its 851
h Repotr recommended that the Company should prepare 

separate profit and loss accpunt for each hotel to ascertain its profitability by 
scientifically apportioning the depreciation costs, interest and other head office 
expenses, etc., in order to/ take timely remedial action. The Company has, 
however, not taken any action so far (November 2005). 

I 
Non achievement of Room i°ccupancy norms 

2.3.11. The Company had ifixed a norm of 57 per cent for room occupancy, 
which was considered as r~alistic. Hotel-wise room occupancy for the five 
years ending 31 March 2005 is detailed in An:m.e::rn:re:. 15. 

Audit observed that though /the hotels were located in important tourist places, 
the Company could not achieve the norms fixed by it, except for two hotels in 
2000-01, three hotels in 2001-02, 2002-03 and 2003-04 and two hotels in 

I 

2004-05. There was a decl~ning trend in overall room occupancy; it declined 
from 42 per cent in 2000-0lj to 34 per cent in 2004-05. 

The reasons for low occupahcy as analysed in audit were: 
! 

® Delay in completio~ of renovation and up-gradation works in hotels as 
discussed in paragraphs 2.3.13 to 2.3.18 infra. · 

® Lack of adequate publicity. 

a Inadequate monitori~g system at Head Office level to analyse and take 
corrective action to improve the room occupancy, based on the 
monthly progress rJports submitted by the units. This also indicates 
inadequate internal ~ontrol in the Company . 

. 0 Lack of feed back system from customers, at Head Office level, for 
. I 

improving the efficiency of services and to ensure customer 
satisfaction. . Thdugh, the COPU recommended (85th report} 
introduction of a mddel form for getting feed back from the guests, the 

I .. . 

Company has not in~roduced the same so far (November 2005). 

The Government stated (Airil 2005), that action was being taken to improve 
the shortcomings as pointed out by audit, besides complying with the 
recommendations of COPU. The fact, however, remains· that the Company 

· failed to achieve the norm~ of 57 per cent occupancy and lost the additionall 
revenue of Rs.2.24 crore d~ring 2000-2005 to meet the fixed cost of rooms. 

! 
' 

I 
Outsourcing of Rooms 

2.3.12. Hotel Mayura Sudarshan, Ooty is working in a heritage building, 
consisting of 10 rooms and! a cottage block of seven rooms. It was taken over 
(1982) · from the Department of Public Administration and Reforms, 
Government of Karnataka, !on lease basis, initially for ten years to be renewed 
once in every five years, e~clusively to accommodate tourists on the package 
tours. The Company did not undertake major repairs and maintenance work of 
these rooms, after its take bver. All the seven rooms in the cottage block and 
one suite in the main herit~ge building remained in a bad shape. The tourists 

! 
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Poor maintenance of its 
hotel a t Ooty compelled 
the Company to provide 
alternative 
.:iccommodation to its 
package tourists in other 
hotels, resulting in loss of 
revenue of Rs.24.35 lakh. 

SI. 
Year 

No. 
1 2000-0 1 
2 2001-02 
3 2002-03 
4 2003-04 
5 2004-05 

Total: 

The utilization of gra nts 
received from the Central 
a nd State Government 
for up-gradation a nd 
renovation of var ious 
hotels was very low. The 
Company invested 
Rs.3.59 crore in fixed 
deposit instead of 
util ising the grants for 
creating infrastructure 
facilities. 
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refused to occupy the rooms, compelling the Company to accommodate them 
in other hotels since 1998. 

This resulted in foregoing a revenue of Rs.24.35 lakh during the last fi ve years 
ending 31 March 2005. The Government stated (April 2005) that renovation 
work was being taken up at a cost of Rs.70 lakh, funded under Government of 
India prioritization scheme. The work is yet to start (November 2005). 

~nfrastructure facilitie~ 

Up-gradation and renovation ofhotels 

2.3.13. The hotels of the Company are to be upgraded and renovated to keep 
it in good condition and to attract more tourists. There was no system of 
preparing Annual Plan for taki ng up projects for up-gradation and renovation 
of hotels. The Company receives grants from the Central/State Government 
for the up-gradation and renovation of hotels. 

The year wise receipt and utilisation of grants during 2000-05 are detailed 
below: 

(R . I kb) upees m a 
Opening Receipts Total grant 

Utilised 
Closing Percentage 

Balance GOI GO K available balance utilised 
160.53 8 1.8 1 18.50 260.84 8.04 252.80 3.08 
252.80 23.27 11 .50 287.57 30.38 257.19 10.56 
257.19 -- 39.65 296.84 53.58 243.26 18.05 
243.26 17 J.09 -- 414.35 l.20 413.15 0.29 
41 3. 15 14.22 60.20 487.57 179.21 308.36 36.76 

290.39 129.85 272.41 308.36 
GOI= Government of India; GOK= Government of Karnataka 

In this regard, following deserve mention: 

• As could be seen from the table, the utilisation of grants-in-aid was 
very low ranging between 0.29 per cent to 36.76 per cent of the 
available grants. 

• As per the Accounts Manual of the Company, a separate register in 
Form 64 is to be maintained to monitor the utilisation of the grants. 
The Company, however, has not maintained the same. This indicat~s 
lack of internal control. 

• COPU had recommended (85Lh Report) that the grants released by the 
Government were for specific purposes and as such the Company 
should work out the ~xpenditure incurred and the savings, if any, be 
surrendered to the Government. 

Audit, however, observed that the grants rece~ved for implementation 
of projects were invested in fixed deposits (FD) and the interest earned 
was utilised to meet its establishment expenses. As on March 2005, 
Rs.3.59 crore were invested in FD out of the grants received. The 
Company also availed loans of Rs.1 ~42 crore by furnishing FDs of 
Rs.2.59 crore as security. Due to diversion of funds, granted for 
specific purpose of providing facilities/additional facilities to tourists, 
the planned and projected faci lities could not be created. The 
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I 

G~vernment stated' (April 2005). that the Company has now started 
utilising the funds fpr the purpose for which it were sanctioned. 

I. 

Construction of additiOnal facilities at Hotel Mayura Riverview, 
Srirangapatna · I 

~.3.14. The Hotel M~yurajRiverview at Srirangapatna located on the banks of 
nver Cauvery has a high occupancy rate. The Government of India sanctioned 
(July 2000) the scheme fof construction of additional eight rooms in the hotel 
under the prioritisation s:Gheme for .1999-2000, at an estimated cost of 
Rs.55 lakh, to be shared equally by both the Central and State Government. 
The Company received (Afgust 2000) the first installment of Rs.8 fakh out of 
Central share of Rs.27.:50 lakh. The work is yet to be taken up 

. I . 
(November 2005). Due to non-execution of the project, the Company could 
not tap the tourist potential i of this place. · 

I 
Up-gradation and renovation work at Hotel Mayura Pine Top, Nandi Hills 

2.3.15. The State Gov~rnment submitted (August 1999) a project for 
development of, infrastructure for attracting tourist at Nandi HiUs near 
Bangalore to the Central' Government. · The project was approved at an 

. . . I . 
estimated cost of Rs.28.60j lakh and the co.st was to be shared equallly by the 
Central and State Government. . . . I . . . 

Audit observed that thqugh · the first installment of Central share of 
Rs.4.50 lakh was released in October 2000, the Company took up the work in 
February 2004 only, i.e.~ after a lapse of four years. The work has not been 
completed so far (August 12005). Due to delay in executing the project, the 
Company could not tap t~e tourist potential at Nandi Hills to its capacity in 

. full. The Government st~ted (April 2005) that due to frequent changes of 
officers in the organization and at Karnataka Land Army Corporation Limited, 
there was d~lay in taking [up the work and th.~ scope o_f work got changed. 
This indicates that there is no system of monitoring the progress of work. · 

. . . I 

Up-gradation of Hotel Ma~ura Vijayanagar, Tungabhadra Dam 

2.3.16. The Government of India (GOI) sanctioned (February 1999) a project 
I 

for expansion and up-gradation of Hotel Mayura Vjjayanagar, Tungabhadra 
Dam, Hospet, at a total! cost of Rs.68.23 lakh. The share of Centrall 

. Government was Rs.50 I lakh and that of the State Government was 
I . 

Rs.18.23 lakh. The grant was to be released as per the stages of completion of 
the project. : 

The Central Governmentlreleased (March 1999) Rs.15 lakh to. the State 
Government as advance for starting the work with a condition that the work 
should be executed through Karnataka Land Army Corporation immediately 
and that the amount released by the Central Government should not be kept 
unutilised for more than s~x months. In case of non-utilisation, the grant was 
required to be surrendered or a formal approval was to be taken to 
transfer/adjust the amount against other Centrally Assisted Projects. The 
completion time for the ptoject was also fixed at 18 rnonths from the date of 
sanction. · 1 

. . . ·. . I 
Even though, the.State Govj ernment released (July 2000) Rs.15 lakh of Ce~trru 
share, the Company took three years to commence (June 2003) the project, 

I 
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mainly due to diversion of funds for am>ther project (Kamalapur, Hampi). 
Subsequently, the Company received (October 2003) from the State 
Government Rs.33.23 lakh (Rs.18.23 lakh State share and Rs.15 lakh in 
anticipation of the second installment of the Central share). The work was 
completed in August 2005. 

Failure to complete thei.work in time resulted inthe decline in revenue from 
Rs.5.26 lakh in 2001-02 to Rs.3.11 lakh in 2003-04 as the hotel was not 
maintained in good condition. The Government stated (April 2005) that due 
to new deluxe hotel coming up around the tourist location an~ also due to 
Government policy of promoting private participation, there was decline in 
room occupancy and revenue. The reply is nQt acceptable as.by upgrading the 
hotel, the Company would have been able to compete with the private sector · 
effectively. 

NonAFumishing of Unit at Badami 

2.3.17. The Company was operating its unit at Badami since 1972. 
Subsequently, the Department of Tourism handed over (June 1998) a new 
block consisting of four double rooms, two suites, a restaurant block and other 
facilities, situated near the existing hotel to the C9mpany to provide additional 
facilities to the tourists. On a request by the Company, the Government· 
sanctioned ·Rs.12 lakh (July 1998) as grant to furnish the new unit with a 

· condition that necessary furniture and · cloth items to be purchased from 
Karnataka. State Forest Industries Corporation Limited or the Chief Inspector 
of Jails and Kamataka Handloom Development Corporation Limited, 
respectively. The other items were· to be purchased as per the purchase 
procedure. 

The Company requested (July 1998) the Government to exempt the Company 
from the purchase conditions, on the plea of difficulties in procuring modem 
furniture and clothing required for the hotel industry from the above 
mentioned Government agencies. The Government agreed (December 1999) 
to the request. Audit observed that the Company, however, did not take up the 
work of furnishing and the funds remained invest~d in fi~ed deposits till 
July 2005. Due to non-furnishing of the new block for the five years from the 
date of receipt or the grant, the Company could not attract tourists, leading to 
loss of revenue on boarding and lodging. The Government stated (April 2005) 
that the funds would now be utilized to complete the up-gradation work. 

Construction 

Entrustment of Civil Works 

2.3.18. The Company decided (September 2000) to entrust the works on 
tender basis, to private registered contractors as the work executed by 
Karnataka Land Army Corporation Limited (KLAC) was unsatisfactory. 

The Company, however; continued to entrust the works to KLAC without 
following tender formalities. The advances of Rs.1.96 crore paid between 
January 2001 and September 2004, remained unadjusted so far (August 2005). 

Audit observed the following lapses in the internal controls: 

@ Formal work orders with detailed specification and time schedule were 
not issued. 
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I 
I 

I 
' 

0 Running Account bills were not insisted for verification. 
I . . 

® Funds were released in instalments, based on the utilization certificate 
I . ' 

·without any chec~joint measurements, irrespective of quantity and 
. quality of the works executed. 

® · There was no dstem of monitoring the progress of works being 
executed by KLA<!;::. 

' J 
The. Governme~t stated !(April 2005) that as the Company did not ~ave 
qualified _ techrucal personnel, the works were not entrusted to pnvate . 
registered contractors; fufther, a project monitoring cell since created drawing 
technical personnel from I P.ublic Works Department. The fact remains that 
continued· entrustment of\ work to KLAC adversely affected the progress of 
up-gradation and renovatibn of hotels. 

:· I 
i 

Non-execution of Tourism Complex Building 
I 

2.3.19. A reference is inv:ited to Para 2C.11 of the Report No.2 (Commercial) 
of the Comptroller andl Auditor General of India for the year ended 
31 March 1998 wherein dblay in taking timely action to construct the Tourism 

. I 

Complex and a compound wall and consequent loss of 5,819 sq.ft of land clue 
to encroachment; etc., w~s reported. COPU recommended (August 2000) to 

· initiate action to construc
1

t the Tourism Complex in the land at Millers Tank 
bed, Bangalore and to ~hift · the office of the Company to the proposed 
building. \ 

Audit observed that the Qompany did not comply with the recommendations 
and instead decided (December 2000) to surrender this land considering it 
being unsuitable for a tmirist complex. Bangalore Mahanagar Palike (BMP) 

I 

was asked (March 2001) tp allot four acre of landidentified at Central CoHege 
ground in lieu thereof. ! · 

I 

The Company, h.owever, 4id not follow up the. mater with BMP. As there was 
no response from BMP for the allotment of the identified land, the Company 
decided (October 2002) tb retain the land proposed for surrender. No such 
'decision was communicat~d to BMP, which later allotted (October 2003) th:i.s 

· land to Karnataka Pradesh! Congress Committee. .· · · · 

. The construction of the Ttj~rism Complex, thus, could not be executed, inspite 
of receipt of grant of Rs.il.20 crme from th~ Central and State Government. 
Failure to obtain alternati~e land/retain its own land not only resulted :i.n losing 

I . 

a prime land but also resvlted in payment of Rs.11 lakh per annum towards 
rent as the Company continued to rema:i.n in a rented building. The 
Government adffiitted (Apbl 2005) its failure to obtain alternative land. 

I . . . . . . 
I . 

_Construction of. waysi.¢e facilitie$ at Bannerghatta . National Park, 
Ba_ngalore _ . . . [ · . 

2.3.20. The Central Gov~rnment .. (September 2000) sanctioned the project 
for construction of waysfde facilities. at Bannerghatta National Park at an 
estim<lted cost of Rs.54.70

1 

lakh, to b_e shared . equally between the Central and 
State governments. After receipt of first installment of Rs.8.45 lakh of Central 

I . . 
share, the Company asked) (July 2001) the Forest Department for aUotment of 
12 acre of land (approxin;iately) for this project. As against this, the Forest 
Department allotted (September 2001) 1.528 acre only, on 30 years lease 

. _ I -. ... . 
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basis, at Rs.S,000 per month with annual increase of five per cent. The . 
Company took over the land in May 2002 only. 

The Company appointed (September 2002) EDP consultants to assist in 
preparation of plans ·and estimates. As the estimates (Rs.105.61 lakh) 
prepared by the consultanf' exceeded the sanction, the · Board decided 
(October 2002) to enter into a joint venture with Jungle Lodges and Resorts 
Limited. Subsequently, the Company asked (August 2003) KLAC to empanel 
a reputed architect for preparation of revised plan and estimates. Accordingly, 
KLAC appointed (August 2003) Jaisim Fountain Head, Architects for 
preparation of fresh drawings, design, certification of works and overall 
monitoring of the above project. The Corporation while approving 
(October 2003) the project at an estimated cost of Rs.1.20 crore, directed to 
restrict the budget to Rs.1.10 crore without compromising on essential 
components. 

After receipt (October 2003) of another installment of Rs.35.15 lakh, from the 
State Government (including Rs.12.50 lakh of Central share), the work was · 
taken up (October 2003) for execution, which has not been completed so far 
(November 2005). The main reasons for the delay in completion of work was 
due to delay in taking possession of the land", appointment of consultants and 
approval of the estimates by the Company. The project, thus, could not be 
executed in time, thereby, depriving the Company to tap the tourist potential 
and improve its revenue.· 

~~iOC~]lf~' 

The Company failiedl. to achieve lits primary objectiive of 
pll."omotmg/devefopbng tmnir!sm illll the Stateo The percentage of tm.11.rlists 
availillllg its facfilitiies was 111tegUgiblleo There was no system o.tf p:repairing the 
Ainurn:mnR JPfan foll" takfrnng llllp the pJrOjects foJr up-gradation and! rel!ll.ovatliollll 
of llnotells. Tll:n.e grants Jreceived for c:reating/devefoping tollllrism 
ID.Jt':rastrudlll!Jre weJre pa.rlkedl il!ll. fixed deposits; tlhte l!lltllftsatfon of grallllts was 
ve:ry fow alllldl as s1llld11 the projected fadUties collllld l!ll.Ot be createct Thern 
was llllO system olt' mrn111litorh11g tlbte pmgress of works, being executed wb.Jlclln 
in tllllrl!ll. resulted fun idlefays lillll upag.radlation and renovatfoJrn. oJf hotels; thfts 
llecll to fower neveil of occ1U1pallllcy and the Company was llllot abfo fo mp the 
tm].Jrftst potential to optftmum Revell. 

!Et~affiQf~~aJti~»~I 
© Tlbl.e Compm:n.y sll.nou!d prepare· A1rm1lllal Pfan to expedite 1tl!ne up­

grairll.atfo1111 amdl rmnovatfollll works. 

iD The Compalllly slhtould closely monitor and ensure eff edive co111tll."0Il in 
implementation of infrastructure dievefopment facilitieso 

© The Compalllly shouild ellllsl!llre utilization of the grants, received ft'rom 
the Cel!lltraft and State Goverrnm.ents for the up-gradatiol!Jl and 
re1111ovatim11 to ta]lll tlhle fwl tmuiist potential and consequentiiall nllllc:rease 
m revellll1lleo 
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I 
Imp@rtant audit findings n'pticed as a result of test check of transactions made 
by the State Government! companies are included in this Chapter. These 
paragraphs have been dis9ussed with the respective Administrative Department 
and the Management of ~he companies. Their views have been taken into 
consideration while finalising the paragraphs. 

R~'tii ka~Ni!~~~v:~~1s:t~U11:;ii:iii!'.;fifmH~ij 

I 
1a;:~tt~r::E~'~,6Ji~in:iilt~-~*1~IDt:~Qtz~~~~*~,i~a%ij"~lfi~~t~Q',~ij 

I 

! 

Faill1lllre 11:1[)) 1ll!11:Hlize 11:lbte Hnard roclk avafillablle from excava11:fonn off caltllall for idlam 
amdl ameidl wrnrlks 1resllllll1teidli finn extra expenndfttllllre l[J)Jf JRs.2.18 crnJre. 

, ! 
I 

The construction of dam across Tunga 1iver near Gajanur village and allied 
works was awarded (October 1999) to Mysore Construction Company. As at 
April 2005, the contractor[ executed 2.34 lakh cubic metre (cum) of concrete 
work using 2.57 lakh cunt rubble. Audit observed that during the period of 
concrete work in the dam (April 2000 to July 2004), excavation works in canal 
of the Upper Tunga Project were in full swing and large quantity (more than 28 

I 

lakh cubic metre in all) of excavated hard rock was available for use. Even 
though the contract contairled a provision for issue of rubble from excavation at 
the rates as per schedule 9f rates. ~Rs._90 ?er cum), the Company did not issue 
the rubble to the contractori for utihsat10n m the work. 

i 
Failure to issue the rubble!excavated during canal excavation to the contractor 
by the Company m the I dam works resulted in an extra expenditure of 
Rs.2.18 crore. I 

! 

The Government stated (Jyne 2005) that utilization of excavated hard rock of 
canal works was not considered at the time of estimation as it was not available 
at the time of entrustment ~nd that the excavated hard rock was not suitable for 
concrete work. , 

.. . ! 
The reply of the Govemm,ent is not acceptable because, though the excavated 
hard rock was not available at the time of entrustment of work it was available 
during execution of co~crete work. Further, the contractor purchased 
(October 2001) 1,09,715 cfm hard rock in public auction from the Company 
and utilized itin the concrete work of the dam. 
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~~~~~~~~~~~~~~~~~~~~~~~~~~~~~] 

A voiicllalb!e delay by Company resulll:ed im1 paymeIDlt of higher rates for work '1 

d~ne dmring extended perliocll and a resultant extra expendhltIDJ.Jre of . 
Rs.1. .28 crore. 

The work of Dasanal tunnel of Ghataprabha Right Bank Canal estimated to 
cost Rs.5.74 crore was awarded (Nov€mber 1997) to a contractor for 
Rs.4.31 crore, with a stipulation to complete the work in 20 months time i.e., 
by July 1999. The work was completed only on 28 February 2002- and the final 
bill is yet to be paid (August 2005). During the delayed period of 31 months, 
extension was given thrice with a condition that no extra rate or claims would 
be paid for the work executed during the extended period. 

The contractor, however, claimed (February 2001) compellsation of' 
Rs. 7.22 crore for the delay in work. The Chief Engineer recommended 
(January 2002) for revision of rates for ,work executed beyond the original 
contract period. The Technical Sub-Committee (TSC) which examined the 
proposal observed (June 2002) that out of a total delay of . 31 months, 17 
months delay was attributable to the Company and 14 months delay to the 
contractor. The TSC recommended that for the period of delay attributable to 
the contractor, no claim or compensation was payable. For the period of delay 
attributable to the Company, it was decided to make payment at reasonable 
rates as the claims of compensation by the contractor were not easily verifiable. 
It was decided that payment for the work done beyond 1 October 2000 at 

·Schedule of Rates of 1999-2000 would be just and fair. Accordingly, the, 
Company paid (November 2002) Rs. l .28 crore to the contractor. · 

The following were the reasons for delay attributed by TSC to the Company: 

@ Delay in payment of Running Account bills - two months. 

@ Delay in supply of blasting material - three months. 

® Delay in deciding the side slopes at the exit - five months. 

' @ Delay in shifting the transmission lines - four months. 

@ Other reasons - two months .. 

All the above reasons attributed to the Company were avoidable. Failure of the 
Company · to avoid such delays, thus resulted m extra expenditure of 
Rs.1.28 crore. 

The Government while admitting the facts stated (August 2005) that the 
Officers of the ·Company have been instructed to avoid such delay in 
completion ofwork in future. 
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~.3 Undue benefit to contracto~ 

The Company failed to deduct the full cost of rubble supplied/used for the 
work and the element of profit thereon from the rates payable to the 
contractor, resulting in undue benefit of Rs.59.09 lakh to the contractor. 

The construction of dam and allied works of Markandeya project estimated at 
Rs.84. 70 crore was entrusted (March 1998) to Karnataka State Construction 
Corporation Limited (KSCC) at 12 per cent premium over the schedule ofrates 
of the year of execution. The project is in progress and the total expenditure 
incurred upto March 2005 was Rs.131.59 crore. 

The rates for completed items of work in the schedule of rates included the cost 
of all materials and an element of contractors profit (considered at 10 per cent) 
on the materials supplied by him. In order to arrive at the rate payable to the 
contractor when material is supplied by the Company, cost of material and the 
element of contractor' s profit thereon is required to be reduced from the 
completed item rates. As per terms of the contract, the rubble (excavated hard 
rock) was to be issued at the rates mentioned in the Schedule of Rates. Even 
though the hard rock excavated from foundation, etc., was used for 
construction work, there was no record of actual quantity issued to the work. 
The rate of excavated hard rock as per schedule of rates was Rs.61 per cubic 
metre. The Company deducted only Rs.53.68/51.85 per cubic metre of concrete 
work and Rs.61 per cubic metre of rubble and murrum filling, as against 
Rs.71.13/73.81 • and Rs.67.10"" deductible towards cost of rubble required for 
the work and the element of contractors profit thereon. 

Non-deduction of the cost of actual quantity of rubble required for the work, 
and the element of contractors profit thereon, resulted in undue benefit of 
Rs.59.09 lakh in execution of 2.12 lakh cubic metres of concrete work and 
1.08 lakh cubic metres of rubble and murrum filling using the excavated hard 
rock up to March 2005. 

As against the above, the Government agreed (September 2005) to recover 
Rs.56.15 lakh at Rs.68.32 per cubic metre. The particulars of recovery is 
awaited (November 2005). 

13.4 Defective estimation! 

Payment of higher rates for additional quantities due to defective estimates 
resulted in extra-expenditure of Rs.40.43 lakh. 

Consultancy services for the works of investigation, survey, preparation of 
designs, drawings, etc. and estimates for Upper Tunga Project (UTP) main 
canal from km 124 to 297 was awarded (June 2000) to a private consultant for 

• One cubic metre of concrete work requires 0.85/0.88 cum of grade~ jelly. The wastage in 
crushing the rubble into jelly is 20 per cent. Therefore rubble required to execute one cum 
of concrete is 1.06/1.10 cum. Cost of rubble @ Rs.61 per cum and contractors profit at 10 
per cent =Rs.71.13173.81 per cum 

• One cubic metre of rubble and murrum filling requires one cubic metre of ruble. Cost of one 
cum of rubble at Rs.61 per cum and contractors profit at 10 per cent= Rs.67.10 per cum. 
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Rs.75 lakh. The consultant finalised estimates for two packages of canal works 
in km.124 to 128 and km.133 and 135 falling under the jurisdiction of UTP 
Division, Rattihalli. Works on these two reaches were awarded to the lowest 
tenderers for their quoted price of Rs.1.26 crore and Rs.1. 74 crore respectively, 
which were 52.06 per cent and 54.37 per cent respectively of the cost put to 
tender. 

The quantities of canal excavation/embankment work increased during 
execution due to: 

• variation in ground level from the Consultant' s estimates, 

• variation in soil strata from the Consultant's estimates, 

• controlled blasting not provided for m the estimates anticipating shut 
down of power transmission at the time of blasting, which was not 
agreed to by the Karnataka Power Transmission Corporation Limited. 

Consequent to these deviations from the estimates, the probable cost .of 
completion of the works increased to Rs.1.68 crore and Rs.2.49 crore 
respectively. Audit observed that in the agreement with the consultant for the 
job of estimation, neither indicated any criteria as to how the estimation was to 
be done nor how accurate it should be. The payment of higher rates for 
quantities beyond 125 per cent of the estimated quantities resulted in extra­
expenditure of Rs.40.43 lakh to the Company, which could have been avoided 
if the estimates were more accurate. 

The Government stated (May 2005) that the consultant only prepares estimates 
based on normally accepted methodology of estimation; that while the over all 
quantities of excavation might not show significant variation, the actual 
quantities of individual strata might vary significantly due to practicable 
methodology adopted for sampling of strata for preparation of estimates. 

The reply is not acceptable as due to defective estimates, the rates derived for 
higher quantities as per the contractual provisions were higher than the quoted 
rates, resulting in the extra expenditure. 

~.5 Deviations from tender condition~ 

The Company incurred extra expenditure of Rs.18.73 lakb due to rejection 
of lowest tender in deviation of tender conditions. 

The Company invited (January 2002) tenders for the work of raising of 
embankment in mile no.6 to 11 of Nargund Branch Canal, estimated to cost 
Rs.1.83 crore. The tender notifications issued both in Kannada and English 
required all the tenderers to enclose the additional performance bank guarantee, 
while submitting the tenders itself for the amount of difference between the 
cost as per quoted rates and 75 per cent of the estimated rates, in case their 
quoted rates fall below 75 per cent of the estimated rates and also stated that 
other wise the tender would be rejected. This was in deviation from the formal 
tender notice enclosed with the tender documents, according to which only the 
successful tenderers were required to furnish the additional performance 
security in the form of bank guarantee. 
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Out of six tenders received, four tenders including the lowest tender oL . 
Rs. l .15 crore were not c~nsidered as they had not :furnished additional 
performance bank guarantee along with. the tender as per the condition of 
tender notification and the Work was awarded to V.I.Shetty, the second highest 
tenderer, who had encldsed the bank guarantee, at quoted price of 
Rs.1.34 crore. 

I 
i 

Audit observed that the d~cision to reject four tenders including the lowest 
tender on the ground that additional performance guarantee was not submitted 
as per tender notification, .¢as not correct as formal tender notification, which 

I 

was a part of tender docum(:mts, required submissiori of additional performance 
bank guarantee by successful tenderers. This resulted in extra expenditure of 
Rs.18.73 lakh. [ 

The . Government while co¥irming the ambiguity stated (August 2005) that 
V.I.Shetty was the lowest eligible tenderer satisfying the conditions of tender 
notification. The reply is I not acceptable as the tender notification was in 

·· deviation of condition contained in the tender document and as per the 
condition of tender docume~t all the four rejected tenderers were also otherwise 
eligible. I 

Defective estimation and difference in standard adopted for measuremeimt 
for estimation and work ~xecmted, resulted in an avoidable expe:mllitu.re of 
Rs.53.37 lakh. / 

I 

The work of construction of km.80 ofNarayanpur Right Bank Canal estimated 
to cost Rs.2.05 crore, base

1

d on Schedule of Rates of 1996~97, was awarded 
(October 1998) to a contrac~or at his bid price ofRs.1.18 crore. The completed 
cost of the work was Rs.4.19 crore, which was settled in October 2003. ' i . . 

' 
The major reason for incre~se in cost was increase in quantities of excavation 
in hard rock from the estimated 54,462 cubic metre to 2,00,652.50 cubic metre. 
i.e., an increase of 1,46, 190~50 cubic metre. . . 

Audit observed that out of/above, '58,374.69 cum of extra quantities were due 
to: r 

I 

@ easening of Servic~ road and inspection path as the slope originally 
proposed in the estimate was not considered safe in the hilly terrain, at 
the time of executiop (20,831.47 cum), · 

0 taking working lev¢ls at every IO metre interval longitudinally and at 
five metre interval laterally as against the estimates prepared with only 
centre line levels taken at every 30 metre interval only (37,543.22 cum). 

The above extra quantitibs · ~ould have been avoided had the Company 
conducted survey and inyestigation properly as prescribed in the design 

I 

I 
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. manual. Failure to do so resulted in extra expenditure of Rs.53.37 lakh due to 
payment at higher rates. 

The Government stated (June 2005) that easening of service road and 
inspection path was purely in the interest of adequate safety to vehicular traffic 

· on tricky hilly terrain; the procedur,e followed while determining J.J.Uantities of 
_earth work excavation at the time of estimation and payment was in conformity 
with the standard procedures prescribed in the design manual and the contract 
stipulations. It further stated that if all the essential technical provisions were · 
made earlier, the estimate could have been on the higher side and therefore, the · 
expenditure could not be treated as extra-expenditure. 

The reply is not acceptable as the hilly terrain was known at the time of 
estimation and therefore the service road and inspection path could have 
provided adequate slope at the time of estimation itself and payment of higher 
rates for extra quantities above 125 per cent of the estimated quantities could 
. J . 

have been avoided. Further, the design maJI.ual provided for taking trial pits for 
estimation at intervals closer than 30 Irtetres if there was any appreciable 
change in soil strata. 

'Adi.option of mairket rntes !nstead of the rates specllfiedl in tlb.e scl!neidhde of 
rntes for paymeJlllt for aidd.H:fo!lllan quan1tities, in contrnve.lllltfoilll. of the terms 
of the agreemelll!ts, resul!Htied nllll. excess payment of R.s.410.54 fakh. 

As per clause 13(b) of contracts entered into by .the Company, the additional 
quantity which exceeds 125 per cent of the tendered quantity shall be paid at 
the. rates entered into or derived froil,1 the schedule of rates prevalent at the time 
of executing additions and alterations plus or minus the overall percentage of 
the original tendered rates, over the current schedule of rates of the year in · 
which the tender was accepted. 

Audit observed, that while deriving the rates payable for additional quantities 
in excess of 125 per cent of the tendered quantities ofconcrete works and hard 
rock excavation in respect of nine works executed by Rodalbanda Division 
during 1997-2003, the division adopted market rates instead of the rates 
specified in the schedule of rates for cement and blasting materials. 

The payments were made, accordingly, between September 2002 and 
, March 2004, which resulted in excess payment ofRs.40.54 lakh. 

The Government stated (May 2005) that the Company has decided to recover 
the amount from the future bills of the contractors. The particulars of recovery 
are still awaited (August 2005). 
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p.8 Incorrect projection of tender condition~ 

Incorrect projection of tender condition resulted in additional financial 
burden of Rs.18.76 lakh. 

The Company invited (June 2003) tender for 22 works of Field Irrigation 
Channels at an estimated cost of Rs.4.34 crore. The tender documents 
contained a 'Brief tender notification' in Kannada and a 'Formal tender notice' 
in English. As per item 13 of the Brief tender notification (Kannada), "if any 
contractor quoted his rates below 75 per cent of the estimated cost, then the 
contractor should furnish an additional performance security along with bid 
document in the form of demand draft for an amount equivalent to the 
difference between the cost as per quoted rate and 75 per cent of the estimated 
cost, else the tender will be rejected. ". The Formal tender notice, in English, 
however, did not mention about any demand draft and specified only that the 
contractor shall furnish an adtlitional performance security in the form of bank 
guarantee in such cases. There was no mention as to when the bank guarantee 
was to be furnished, and there was no mention about rejection of tender in the 
absence of bank guarantee, in the formal tender notice. 

Audit observed (June 2004) thatlowest bids for eight works were rejected as 
non-responsive for the reason that 'difference amount not furnished' in the 
form of demand draft as required under 'Brief tender notification' in Kannada. 
The rejection of lowest tenders resulted in additional financial burden of 
Rs.18.76 lakh. 

The Government admitted (May 2005) the fact of difference in Kannada and 
English versions and assured to ensure similarity in Kannada and English 
versions in future. 

IKarnataka Soaps and Detergents Limited! 

~.9 Sale of' AJI Fair' fairness creallll 

Failure of the Company to conduct market survey, resulted in loss of 
Rs.1.76 crore in sale of 'All Fair' fairness cream. 

The Company entered (J'u!y 2001) into an agreement with Vale Exports Private 
Limited, Chennai ('firm'), for marketing of "All Fair" fairness cream being 
manufactured by the firm for five years. The agreement, intera1ia, provided 
that; 

• the firm was to finalise advertising strategies, media plans for 
canvassing the products, 

• the firm was to give post dated cheques to safeguard the company 
against premature closure of the agreement or very low level of sales, 

• in case products remain unsold and consequently warrant sales return, 
the firm was to accept such returns. 

The Company received (January and October 2002) a blank cheque and another 
post dates cheque of Rs.10 lakh from the firm. Audit observed that the 
Company decided (March 2002) to carry out advertisement by spending 
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Rs.50 lakh, on the products as the firm expressed its inability to do so even 
though it was firm's responsibi lity as per the agreement. The decision to spend 
on advertisement was taken after the firm accepted the conditions of increasing 
credit period from 60 days to 90 days and assigning the brand name to the 
Company. 

Audit observed that though the Company was aware of the stiff competition for 
the product in the market, it did not conduct any market survey before 
venturing into this transaction and relied on the claims made by the firm. The 
Company procured (August 2001 to September 2002) 21,35,544 tubes of cream 
costing Rs.2.01 crore and paid Rs.1.43 crore through letter of cre~it. The 
Company stopped further procurement, thereafter, due to accumulation of 
stock. The Company was able to sell only 6,21,515 tubes (including 47,791 
tubes issued as 'scheme' -free of cost with the product), leaving 15,14,029 
tubes costing Rs.1.52 crore unsold. The Company was able to realise margin of 
Rs.8.58 lakh on the sale of tubes. Audit observed that the Company did not 
return the unsold tubes to the firm as envisaged in the agreement and instead 
issued these tubes as 'free' with the sale of its own products. 

The Company could also not recover Rs.82.35 lakh (Rs.90.93 lakh minus 
margin of Rs.8.58 lakh) spent on the advertisement. Audit noticed that the 
Company did not encash the blank cheque and another post dated cheque of 
Rs.10 lakh available with it. This resulted in a loss of Rs. I. 76 crore (after 
adjusting an amount ofRs.58 lakh not paid) to the Company. 

The Government stated (November 2005) that due to diversion of its products 
from sandalwood based to non-sandalwood, the offer of the firm was accepted. 
The Government further stated that the sales promotion expenses cannot be 
treated as a financial loss. The reply is not acceptable since, as per the 
agreement the firm was responsible for sales promotion. Further, the Company 
fai led to return the unsold tubes to the firm as provided under the agreement 
and encash the blank and post dated cheques available with it. 

p.10 Avoidable extra expenditur~ 

Hasty decision of the Company in placing the second order before the 
expiry of delivery period of first order resulted in avoidable extra 
expenditure of Rs.1.56 crore. 

Palm Fatty Acid Distillate (PF AD) is the main raw material ip the manufacture 
of soaps. The Company assessed (May 2003) a requirement of 2,000 metric 
tonne (MT) of PFAD for 2003-04 and floated (May 2003) limited tender 
enquiries. After negotiations (June 2003) with the two tenderers (who had only 
quoted against enquiry), the Company obtained revised offers for Rs.19,075 per 
MT (all inclusive) from Olivia Impex Private Limited, Mumbai, a new 
supplier and Rs.19,085 per MT from General Food Limited, Mumbai, who was 
a regular supplier. The Company placed (June 2003) order on lowest.tenderer 
i.e. Olivia Impex (P) Limited, (firm) for the entire quantity. As per the 
conditions of the purchase order, the firm was to complete the supplies in two 
consignments of 1,000 MT each in September 2003 and November 2003. 
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I 
The firm supplied the first donsignment of 994.130 MT, as per the schedule and 
sought (2 December 2003) !extension of time up to January 2004, to supply the 
balance quantity. The Coriipany, however, extended the delivery schedule up 
to December 2003 only. Tlie firm failed to supply within December 2003 due 
to non availability of ship ~d again sought extension (29 December 2003) up 
to 15 February 2004 for w~ch the Company agreed (3 January 2004). ·· 

As the stock position beca*1e critical, which could hamper the production, the 
Company floated (31 J January . 2004) tender enquiry and placed 
(13 February 2004) order o,n General Food Ltd. for supply of 1,000 MT at the 
price of Rs.27 ,600 per M'F with delivery schedule of March 2004 at the risk 
and cost of Olivia Impex 

1

(P) Ltd. As new tender was floated and finalised 
. before the expiry of the extended period of first order, the first supplier refused 

to supply the balance qtjantity and the Company could not enforce risk 
purchase clause. In addition to this, the Company was forced . to procure 
(21 February 2004) 500 MT of soap noodles, an alternative raw material to 
PFAD, at an additional c~ost of R§.70.39 lakh, (after deducting savings of 
Rs.11.73 lakh in use o~ soap noodles for which caustic soda lye is not .. 
required). i . 

The hasty decision to float fresh tenders and place order for 1,000 MT of PFAD 
on General Food Limited ~ven before the expiry of extended supply period of 
Olivia hnpex Pvt. Limired~ resulted in avoidable extra e~penditure of 
Rs. l.56 crore. · i 

I 
The Government stated (November 2005) that inspite of extending the delivery 
period the firm failed to! supply. . As the stock position was critical the 
Company was forced to procure at higher rates while finalising the second 

I . 

tender. The reply is not a¢ceptable, as the Company placed the second order .. 
before the expiry of extend~d delivery period, which forced the supplier to back " 
out. Moreover, the supply/ period for sec~nd s1:1pplier was in ~·fai:ch 2004 only 
and as such the Company 

1
could have waited till. The reply md1cated lack of 

proper planning in procurement by the Company. · 
I 

Failure of the Compan~ to monitor the stock held at various branches 
resulted in accumulation :of damaged stock of Rs.1.31 crore. 

As per Stores Manual, the/ Company is to review the stock once in six months 
and take action for their/ disposal through the disposal committee. . Audit, 
observed that the Company did not review the stock for the last six years which 
resulted in accumulation[ of -damaged stock of Rs.1.31 crore at vm;ious 
branches/depots. In order ~o liquidate the damaged stock, the Company invited 
offers in 2003 and 2004;, without any response. The damaged stock of 
Rs.1.31 crore is still lying -With the Company (August 2005). 

. I . 

Failure of the Company td follow the prescribed procedure as laid down in the 
Manual resulted in accumtllation of damaged stock of Rs.1.31 crore. 

I 
I 
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The Government stated (October 2005) that the damaged stock was more than 
five years old and it would be disposed off for the best price possible. The fact 
remains that the Company failed to follow the internal control mechanism to 
monitor the movement of finished stock held at various branches/depots. 

13.12 A voidable expenditur~ 

The decision of the Company to procure sandalwood oil instead of 
resorting to in-house production resulted in extra expenditure of 
Rs.34.83 lakh. 

The Company is having sandalwood oil production units with installed capacity 
of 114 tonnes per annum. The Company has been producing sandalwood oil 
mainly for its in-house consumption in the manufacture of soaps. The 
Company decided (November 2003) to procure 1 to 1.5 tonnes of sandalwood 
oil on the ground that procurement of sandalwood oil from outside was cheaper 
compared to in-house production, cost of which was worked to Rs.35,300 per 
kg. Accordingly, the Company procured 1.750 tonnes of sandalwood oil from 
outside at Rs.30,817.48 per kg (for 1000 kgs) and at Rs.34,008 per kg (for 
750 kgs). 

Audit observed that the in-house cost of production of sandalwood oil in 
2003-04 was Rs.30, 194 per kg as compared to the procurement rate of 
Rs.30,817 per kg. and Rs.34,008 per kg. As such the in-house production was 
cheaper compared to the cost of procurement. 

The decision of the Company in procuring sandalwood oil at higher rates 
instead of resorting to in-house production, which was cheaper, thus, resulted 
in extra expenditure of Rs. 34.83 lakh. 

The Government stated (November 2005) that no extra expenditure was 
incurred as the procurement cost of sandalwood oil was Rs.30,817.48 per kg. 
and Rs.34,008 per kg as the in-house manufacturing cost would work out to 
Rs.35,300 per kg considering the prevailing market rate of the sandalwood. 
The reply is to be viewed in the light of the fact that in-house cost of 
production of Rs.30, 194 per kg. has been taken from the cost sheet prepared by 
the Company and certi.J:ied by the Chartered Accountants. 

[he Mysore Sugar Company Limited! 

13.13 Loss of export incentivtj 

The Company failed to claim export incentive of Rs.1.71 crore from the 
State Government for settlement of dues to farmers. 

The Government announced (September 2003) an incentive of Rs.1,000 per 
tonne payable on export of sugar made from the date (10 September 2003) of 
the Government order, with a view to ensure early settlement of cane dues to 
farmers. The Government order, interalia, provided that the beneficiary (sugar 
mill) should have unsettled cane dues for the season 2001-02 and 2002-03, and 
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"the export realisation shou* be .utilised for settling the dues of farmers .. The 
details thereof were requirbd to be submitted to the Commissioner of Cane 
Development. The incentivJ was applicable only till 31 March 2004. 

! 

The Company entered (August 2003) into an agreement with an exporter for 
export of 20,000 tonnes of $ugar at Rs.9,000 per tonne~ with a view to, settle its 
dues of Rs.17 crore to farmers. The Company exported 17 ,086 tonnes of sugar 
from 17 September 2003 tb 14 November 2003, entitling it for the export 
incentive as per the Goverrrlnent Order. The Company, however, did not claim " 
for export incentive of Rsh.71 crore from the Government. The .Company 
lodged (June 2005) a claim[ for Rs.1.48 crore upon being pointed out by Audit 
in October 2004. [ 

.! 

The Government stated (Atlgust 2005) that the claim of Rs.1.48 crore has been 
lodged for 14,771 tonne ~ifted by exporter after Government order as the 
balance quantity was lifted /before the Government order. It was further stated 
that the claim of the. Company was under consideration of the Government. 
The reply in respect of amount of claim is not acceptable as the entire quantity 

· was actually exported aftei; the date of Government order, as per the records 
made available to audit, anq' as such was eligible for incentive. 

Raising bonds without p~ior consent of the Government for budgetary 
support resulted in lockin~ up of the funds so raised and consequential Iloss 
of interest of Rs.86.84 lak~. 

' i 
The Company decided (F ehruary 2001) to raise bonds by private placement for 
Rs.15 crore, with the guatantee of the State Government, in order to part 
finance the co-generatiorl project. After receiving the approval of the 
Government for the guaran:tee in August.2001, three arrangers were appointed. 

I .• 

(October 2001), who could:raise Rs.1.18 crore only up to February 2002. 
. . I 

The Company, therefore, a~pointed (February 2002) Investment Credit Rating 
Agency (ICRA) as the rating agency for the issue, who while assignl.ng the 
credit rating to the bond p~t. a condition (May 2002) that a tripartite agreement 
has to be executed between the Company, the Government and the Trustees 
(Canara Bank) to the bond holders; the amount of interest and/or principal 

I . . ··. 

payable by the Company to the bond holders shall be declared by the State 

. 

Legislature by law as an e-kpenditure charged to the Consolidated Fund of the 
State and shall also pass ~ Appropriation biil each year for appropriating the 
said expenditure out of tlie Consolidated Fund of the State. The Company 
forwarded (July 2002) thef draft tripartite agreement to the Govemment{or 
approval. The Company went ahead with raising the funds without ·awaiting · 
the approval of the Gov¢mment, even as the said condition of budgetary 
support was not in accord~nce with the concept of guarantee and .could not be 
fulfilled without the apJ?roval of the Legislature. The Company raised 
Rs.15 crore.through arrang~rs up to December 2002. The Government directed 
(April 2003) the Company to drop the condition of budgetary provision. 

i 
' 
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In the mean time, ICRA withdrew the rating (March 2003) for non-fulfilment 
of rating conditions and the trustees asked the Company to refund the procee.ds 
of the issue with interest. The Company got (July 2003) the bond issue re-rated 
by Credit Analysis and Research Limited without budgetary support from the 
Goverrunent as decided in the meeting of the investors, ICRA, Trustees and the 
Government. It was also agreed to enhance the interest rate by half-a-per cent 
at the request of major investors and to refund Rs.16 lakh to small investors. 
Accordingly, the tripartite agreement was concluded on 7 October 2003 and the 
Company could draw the funds Qnly on 15 October 2003. 

The decision of the Company to raise funds on conditions not under its control 
and without awaiting the approval of the Government resulted in a extra 
payment of interest of Rs.86.84 lakh to the bond holders (net of interest earned 
on the funds kept in fixed deposits), for the p_¢'riod from February 2002 to 
October 2003. 

The Government while confirming the facts stated (September 2005) that the 
loss of interest was due to unreasonable insistence of the credit rating agency 
for budgetary support for repayment of principal and payment of interest in 
State budget, and the circumstances was beyond the control of the Company. 
The reply is not acceptable as the decision to raise funds without obtaining the 
consent of the Government was not correct. 

~.15 Loss due to irregular procuremenij 

The procurement of non-oppige cane during the initial stages of crushing 
operations & consequent diversion of oppige cane due to shortage of water 
and poor follow up of dues resulted in a loss of Rs.85.36 lakb. 

The cane procurement of the Company is based mainly on the annual 
agreement (oppige) entered into with the farmers in advance. While the 
Company is obliged to purchase the oppige cane, there is no such obligation to 
purchase cane from non-oppige farmers. 

The Government of Karnataka had ordered (February 2003) for diversion of 
cane from Cauvery basin to nearest factories so as to avoid it drying up before 
crushing due to closure of various irrigation canals in Cauvery basin. As per the 
order, the respective sugar factories were to enter into agreement with the 
receiving factories and make all the necessary arrangements for transportation 
of the cane. The receiving factory was required to pay through the sending 
factory, the price for the cane at the rates they were paying to their own 
farmers. 

During the crushing season 2002-03, as against total oppige quantity of 5.47 
lakh tones of sugar cane, the Company procured 9.33 lakh tonnes of cane The 
Company stopped cane crushing from 7 April 2003 due to non-availability of 
water and diverted 17,723 tonnes of cane procured after March 2003 (after the 
end of crushing season in March) to other three private sugar mills without 
entering into any agreement with them. As against the procurement cost of 
Rs.1.60 crore and cost of transportation of Rs.13.38 lakh incurred on the cane 
so supplied, the Company received only Rs.87.53 lakh from the receiving 
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fuctories: There was no ~er correspondence with the receiving factories 
after December2003. I . · 

I . 

! 

Auditobserved that . i . . . . . . 
o · non-oppige cane wa~ supplied in the guise of oppige cane by removing 

the control. system iti the computer; · 

® . procurement of non-!oppige cane in the initial stages of crushing forced 
the Company to pvrchase oppige . cane even after end of crushing 
season, which was diverted to other sugar factories due to stoppage of 
crushing operations;/ · · · . ' 

0 the receiving facFories paid Rs.87 .53 lakh only as against 
Rs.148.40 lakh payable as per the Goveminent order as there was no 
agreement with therri. regarding the price of the cane so diverted; '. 

The procurement of non-o~pige cane in the name of oppige cane during the 
. mitial stages of crushing operations and t;;onsequent diversion of oppige cane 

due to shortage of water ~d poor follow up of dues resulted in a loss of 
. . . . I . . 

Rs.85.36 lakh. . / ·· . . . - . 

The Government confirmed (August 2005) the facts and stated that the 
· Company has initiated enq~iries against the concerned officers and staff, which ., 
1s m progress. · 

. I 

.. : 

The civH works crnmtract I foir the project was awaurdied wlithm1nt obtaimulllllg 
prior approval of the Government. The work was . stopped! by tl!ne 
Gove:rl!llmeilllt, for want of irormml apprnval. .This resulted Jin :mvoidalblle dlefay 
and consequential ext1nn e~pemllitmre of Rs.4.20 crore. 
'----'----=-------'-=------------------ii 

·.. . . . . I 
A joint venture agreeme~t as well as a lease agreement was entered into 
(March 2001) between thy Comp~y and· Karnataka State Small Industries 
Development Corporation! Limited (KSSIDC) to establish an information 
technology/bio-technologyipark at Rajajinagar Industrial Estate, Bangalore on a 
vacant land measuring 1.6 ·acr.es owned by KSSIDC .. As per the agreement, the 
entire project was to .be p+moted, marketed, maintained and managed by the 
Company and the profit/qash accruals after all expenses. was to be shared 
between the Company and KSSIDC in the ratio 70:30 during the initial lease 
period of 30 years. : · 

As per the Articles of A~sociation of the Company, the Board: of Directors ~· 
would reserve for. the decision of the Goveriunent any programme of capital 
expenditure exceeding rup~es three crore. The Board, however, without waiting 
for the approval of Govediment decided (July 2002) to award the contract for · 

I 
civil works to the lowest oidder, at Rs.29.30 crore. The work order was issued 

I 

on 20 August 2002. The Government, however, directed (28 August 2002) the 
I . . 
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Company not to proceed with the project in any manner including sanction 
/disbursal of any advance to the contractor, till such time further instructions 
are received from the Government. Inspite of this, the Company paid 
(September 2002) mobilisation advance of Rs.2.93 crore. The Goverriment 
again directed (November 2002) the Company not to commence the 
~onstruction work and to get back the advance paid to the contractors. The ''' 
contractor was directed to stop the work only in March 2003. 

The Government directed (March 2003) the Company to undertake market 
survey to assess the demand and viability and to explore the possibility of 
raising the required funds based on the project viability and securities offered 
by the Company and without insisting on Government guarantee, by engaging 
a consultant. Based on the ·feasibility report prepared by the consultant, the 
Government permitted (February 2004)_ the Company_ to take up the project 
subject to availability of funds without Government support/guarantee. 

Due to delay in implementation of the project, the contractor demanded 
(May 2004) an escalation of 31 per cent pver the original contract price. The " 
architect of the project recommended an escalation of i4.3 per cent, which was 
approved by the Company. Thus not seeking approval of the Government in the 
first instance not only resulted in delay of the project (the construction has 
reached only the basement level as at July 2005) but also resulted in an extra­
expenditure ofRs.4.20 crore due to cost escalation. 

The Government while narrating (August 2005) the factual sequence of events 
did not reply to the specific points raised by audit. 

l:Kaifr~i~k'~~1<~9~es't"[)~'V~1Ql!kli~iit:'~Hlrliqi'~ti61.I,;~iiili£¢ij 

·:.:)~U,~;t%1~Jfi~~:U~tijiJJis·1~i4;?~ .. -~u~r~ 

Improper planting operations andl failure to protect the agave seedlings 
resulted in the fanhnre oJf the plantation raised at a cost of Rs.1.14 crore. 

The Company raised (1995-96) agave plantations over 701 hectares. The 
expected life of the plant was 10 years with an annual yield per plant of 12-13 
leaves from fourth year onwards. 

Audit observed (October 2004) that the Company did not harvest the leaves as 
envisaged in the project report. It was reported (June 2003) that the project was 
a total failure due to (i) heavy wild boar attack on tender shoots soon after ' 
planting, (ii) adverse climatic conditions and other biotic interferences; and (iii) 
the agave plant was found only in helter skelter so that collection ofleaves was 
not economical. It was also stated that there was no demand for agave leaves in 
the area. The Company instituted an inquiry on being pointed out by Audit. 

The enquiry into the failure of the plantations by the Additional Principal Chief 
Conservator of Forest revealed (April 2005) that; 
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e the Company was 4ot well equipped to execute the plantation works ;, 
during 1995;.96; I · . 

© the plantation pattern was not in accordance with the site conditions; 

o the reason attribut~d for failure that "casting of shadow by the 
I 

eucalyptus growth on the newly planted agave suckers" does not have 
logical support as the site was cleared of tb.e growth before plantation 
and pruning of coppice growth was permitted; 

I 
Thus improper planting operations and failure to protect the agave seedlings 
resulted in infructuous expe~diture of Rs.L 14 crore on the plantation. 

I . 

I 

The Government stated (Atjgust 2005) that the Company has been advised to ,., 
submit an evaluatfon report highlighting the internal control system, .reasons for 
failures and fixing of resp?nsibility etc. The Company is yet to submit an. 
evaluation report (November 2005). 

' 

. The Company not only fali!!ed to fake aictfon on the .recommellll.datliol!lls @f 
COPU but extended simiil~r benefit to another organisation. 

i . 
The Government of Karn~taka leased (May .1980) 124 acres of land at,, 
Chellaghatta tank bed to thb Company for a period of 30 years at a nominal . 
rent to enable the Comp~y to develop and maintain a golf course\ in 
association with Karnatakal Golf Association (KGA}. The Company in tum 

. I . • 
leased the land to KGA fm a period of 30 years m August 1980. As per the 
agreement the Company w~.s entitled to the entire revenue and was required to 
meet the revenue deficits, iflany. The lease rent was to be decided later on. 

/ . . 

The agreement was revised[ on 25 July ~986 and according to which the lease 
rent was · fixed at Rupee qne per acre per annum. The revised agreement, 
however, deleted the clauses relating to entitlement of the Company to the 
income from the golf coursd and other amenities.· 

COPU in its 52nd Report o~ 1991-92 recommended that the inclusion of one 
sided provision favouring ~GA in the agreement and deletion of provisions 
favouring the Company may be probed and necessary follow-up action taken 
against those found respons~ble. . 

Audit observed that eveb after a lapse of more than 13 years, the 
Government/Company has I not taken any action to comply with COPU 
recommendations. The Cqmpany, however, leased (March 2001) 167 acres 
and 35 guntas ofland on a Ibng-term lease (50 years) basis to the Belgaum Golf 
Association for developmerit of a golf course of international standards and its 
subsequent running and m~intenance with the same terms and conditions as 
that ofKGA. · · · I . · . · . 

The Company, thus, not oJly failed to take action on the recommendation of 
. . • I . 

COPU but extended the similar benefit to another organization. · I . . 
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•The Government stated (July 2005) that, it has constituted a sub-committee 
• consisting of the Government nominees on the KGA and would submit a report 
on this aspect to the Government. The Committee's report and action taken 

•thereon is awaited (August 2005). 

•Introduction 

• 3.Jl9J. Corporate G~vernance is the system by which companies are directed 
' and controlled by the management in the best interest of the shareholders and 
• others ensuring greater transparency and better and timely financial reporting. 
·The Board of Directors are responsible for governance of their companies. 

· 3.Jl9.2 The Companies Act, 1956 was amended in December 2000 by 
• providing, inter alia, Directors' Responsibility Statement (Section 217) to be 
, attached to the Director's Report to the Shareholders. According to Section 217. 
· (2AA) of the Act, the Board of Directors has to report to the shareholders that 
• they have taken proper and sufficient care for the _maintenance of accounting 
records; for safeguarding the assets of the company and for preventing and 
detecting :fraud and other irregularities. 

Further, according to Section 292A of the Companies Act, 1956, notified in· 
• December 2000, every public limited company having paid up capital of not 
less than rupees five crore shall constitute an Audit Committee, at the Board 
level. The Act also provides that the Statutory Auditors, Internal Auditors, if 
any, and the Director in charge of Finance should attend and participate in the 
meetings of the Audit Committee, without any voting rights. 

: A similar conGept has also been introduced through clause 49 of the listing 
· agreements for listed companies as issued by Securities an:d Exchange Board of 
: India (SEBI), which envisages that the Board ·of Directors shall have an 
· optimum combination of executive and non-executive Directors with not less 
• than fifty per cent of the Board of Directors comprising non-executive 
Directors. H ·also provides that listed companies having paid up capital of 

' rupees three crore and above should have a qualified and independent Director 
• in the. Audit Committee. · · · 

'3.Jl9.3 The main components of Corporate. Governance are: 

c matters relating to the Board of Directors; 

o Directors' Report; and 

@ constitution of the Audit Committee. 
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3.19.4 Out of 59 working :Government Companies (PSUs), Audit reviewed 3* 
listed companies and 12 l other companies, selected based on equity and. 
turnover. I 

Jii~tlll~i1Jitt1lti~ I 
I 

Composition of the Boa~d of Directors 
I . 

3.19.5. . As per clause 4p of the listing agreement of the Securities and 
Exchange Board of Indi~ (SEBI), the Board of listed companies should 
comprise at least one-third[ of independent Directors and the Chairman should 
be non-executive. In cas~ of executive Chairman at least half of the Board 
should comprise of indbpendent Directors. SEBI also clarified that · 
Government nominee ( offidial) Directors are not independent Directors. 

i 
KNNL has 12 Directors oJ its Board (Septe~ber 2005). Except the Managing 
Director, all other Director~ were non-executive Directors, who were nominees 
of the Government. The i composition of the Board was, therefore, not in 
accordance with SEBI requirement. 

I 
! 

Absence of Functional !~/rectors 
i 

3.19.6. MPML and KNNLf did not have any functional directors on its Board. 
I 
i 

Deficiencies in Directorys Responsibility Statement 
... I 

3.19.7. In compliance with( Section 217 (2AA) of the Companies Act, 1956, all · 
the three listed companiesf had given a general statement that all applicable 
Accounting Standards have been followed while finalising the Annual 
Financial Statements of the companies (2002-03 and 2003-04) and proper/ 
sufficient care for the maintenance of adequate records was taken. I . 

There was, however, non-dompliance of various Accounting Standards (AS)~ 
I 

noticed by Audit in all the tpree listed companies. 

I 

I 

I 
i 
I . 

Mysore Paper Mills Limited!, (MPML), Karnataka Neeravairi Nigam Limited! (KNNJL), 
Krishna Bhagya Jala Nigam Limited (KBJNL). · 

• Mysore Sugar Company LiJited (Mysugar),Kamataka Soaps and Detergents JLimitedl 
(KSDL),Karnafaka Land Army Corporation Limited (KLACL),Karnataka Vidlyutnn 
Karkhane Limited (KA VIKA),Karnataka Silk Industries Corporation JUmitedl 
(KSIC),Mysore Sales I~ternational Limited (MSIL),Karnataka Ham!Iloom 
Development Corporation :n;,ixnited (KHDC),Karnataka State fodustriaH Investmellllt 
and Development Corporation Limited (KSllDC),Karnataka Power Co1rpo1ration. 
Limited (KPC),Karnataka P

1
ower Transmission Corporation Limited (KPTCL), Hulbift 

Electricity Supply Company Limited (HESCOM) and Hutti Gold Mines Com]pany 
Limited (HGMCL). I . 

• AS-2, AS~lO in MPML, AS-2, AS-9, AS-:10 and AS-15 in KBJNL and AS-2, AS-9 and! 
AS-10 in KNNL I 

I 
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Audit Committee 

Role and functions 

3;19.8. The main functions of the Audit Committee are to assess and review the 
financial reporting system:, to ensure that the financial statements are correct, 
sufficient and credible. It follows up on all issues and interacts with the 
statutory auditors before finalisation of annual accounts. The Committee also 
reviews the adequacy of Internal Control System and holds discussion with' 
Internal,,Auditors on any significant finding and follow up action thereon. It 
also reviews the financial and risk management and evaluates the findings of 
internal investigation where there is any suspected fraud or irregularities or 
failure of Internal Control System of material nature and reports to the Board. 

Composition 

3.19.9. As per the provisions of the listing agreement, all the members of the 
Audit Committee should be non-executive Directors and atleast one Director 
should have expertise in financial and accounting knowledge. In KNNL, none 
of the Directors had expertise in financial and accounting knowledge and hence 
the composition of the Audit Committee was defective. 

Meetings 

3.19.10. Though KNNL had a Finance and Audit Committee from September 
2001, a separate Audit Committee, in pursuance to Section 292(A), was 
constituted only during August 2003 ·and it held only two meetings (on 
29 January 2004 and 8 July 2004) so far (March 2005) as against three 
meetings to be held. 

3.19.11. In MPML, neither external auditors nor internal auditors attended the 
last 17 Audit Committee meetings held between January 2001 to August 2004. 
Though, the Audit Committee expressed its displeasure repeatedly (from ·.• 
January 2001 onwards) regarding the quality of the Internal Audit reports and 
recommended specific guidelines/areas to improve the quality of such reports, 
no corrective action was initiated till· date (July 2005). Further the Board was 
also not appraised about the facts in this regard. 

3.19.12. In respect of KBJNL, Audit Committee held three meetings in 
2002-03 of which two meetings were held within a span of 42 days 
(13 February 2003 and 27 March 2003). In 2003-04, only two meetings were 
held as against three meeting per annum. Statutory Auditors did not attend the 
Audit Committee meetings held on 27 March 2002 and 5 November 2003. 

Attendance of the Chairman of the Audit Committee in the AGM i 

3.19.13. As per Section 292(A) of the Companies Act, the Chairman of the 
Audit Committee invariably has to attend the Annual General Meeting (AGM) 
to answer the queries of the shareholders, if any, and to make any 
representation to clarify the position. The Chairman of the Audit Committee. 
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however,· did not attend A/GM in KBJNL (2003-04) and KNNL (2002-03 and 
2003-04). I 

Non-compliance of listi~g agreement 
. I . 

. 3.19.14. As per the provisions of the listing agreement, the Company should 
hold Board Meetings wit~in a maximum gap of four months between the two 
meetings, whereas there w~s a gap of more than five to six months between two 
meetings (on two occasio~s) in 2001-02 and 2002-03 in KBJNL and on three 
occasions during the last three years ending 31 March 2004 in KNNL. . 

I 
3.19.15. KBJNL and ~ did not disclose the following mandatory 
requirement in their Directors' Report during the last three years ending 
31 March2004:. / 

® Brief resume of/ all . the Directors and their expertise m specific '' 
functional areas. I 

" Names of the .. ~ompari1es in which the person also holds the 
directorship and the membership/chairmanship of the committees in 
other companies t

1

hlcen up.by the Directors of the Company. 

3.19.16. As per Sectioh 292(A) of the Companies Act 1956 and clause 
. . I 

49(III)B of listing agreement of SEBI, the Audit Committee has to examine and 
suggest corrective action bn the report submitted to it on Internal Audit/Internal 
Control Systems. But, t~e Audit Committee of KNNL did not review/discuss 
the adequacy of Internal <fontrol Systems and Internal Audit with Management, 
External and Internal Auditors and the follow-up action taken on Internal Audit'' 
reports. / . . · 

3.19.17. The accounts Jf all the listed companies were not discussed with 
external/statutory auditor~ before commencement of audit about the nature and 
scope of audit as well a~ the post audit discussions to ascertain any area of 
concern to suggest for cotrective actions. It is also not clear whether any letter 
was issued by the auditot to management covering any area which they could 
not verify/weakness. / 

GeneraVother issues / 

3.19.18. As a part of C~rporate Governance, MPML in its Director's Report" 
during the last three year~ ending 31 March 2004 stated that an action plan was 
drawn for risk's and conterns and outlook, opportunities and threats to reduce 
the cost and improve the quality of products and to face challenges of 
increasing trend in the futernational paper prices, supply and demand under 
"Management Discussiob. Analysis". A review of the working results of the 
Company, however, reve~led that no concrete steps were taken in respect of the 
action plan and the Cqmpany continued to rely for its survival . only on 
Government support, ~ndicating lack of commitment and poor social 
responsibility on the part/of its Board. 

I 
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!unlisted Companie~ 

Board of Directors 

Meeti11g of Board of Directors 

3.19.19. Section 285 of the Companies Act, 1956, provides that "in the case of 
every company, a meeting of its Board of Directors shall be held at le::tst once 
in every three months and at least four such meetings shall be held every year". 

Audit revealed that there was a gap of more than five to six months between 
two meetings in HESCOM and KLAC during the period 2001-04. 

Attendance of Directors in the meetings of the Board 

3.19.20. The attendance of the directors in the Board Meetings of KSDL, 
KSIIDC, MSIL, HGML and HESCOM was not regular and some of the 
Director's absence was continuous in more than five to six Board Meetings. 
As the Directors are the nominees of the Government to the Board, their 
continuous absence, defeated the very purpose of the nomination. 

Vaca11cy position a11d frequent cha11ges of Managillg Directors and 
vacancies of Directors 

3.19.21. The Board of KSDL had only seven Directors during 2001-02 and 
2002-03 against the maximum strength of 12 directors. 

3.19.22. Frequent changes of the top executives always adversely affect 
smooth functioning of the Company. Audit noticed that there were frequent 
changes in the post of Managing Director (in respect of KA VIKA) and there 
were four Managing Directors during April 2001 to December 2002. Further, 
the Company had an in-charge Managing Director during August 2002 to 
December 2002. This indicates the poor commitment to the principles of 
Corporate Governance. 

Directors' Report to shareholders 

3.19.23. The Companies Act, 1956 {Section 217 (2AA)} requires that a report 
of the Board of Directors including a Directors' Responsibility Statement is to 
be attached to every balance sheet laid before a company in Annual General 
Meeting. Audit noticed that except HGML and KPCL, in all the companies 
there was non-compliance of certain Accounting Standards which was 
contradictory to the statement given under Directors' Responsibility Statements 
in the respective Directors ' Report. 

3.19.24. Mysugar had not conducted the Annual General Meeting within the 
stipulated time during the last three years and its Director's Report for last three 
years ending 31 March 2004 is silent about the progress of its co-generation 
plant wherein a substantial investment of over Rs.76 crore was involved. As 
such, the share holders were not kept informed of the position of the co­
generation plant. 
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Audit Committee· 

Composition I 

! 
3.19.25. Out of 33 companies which have paid up capital of rupees five crore 
and above as on 31 Marc~ 2005, 26 companies have constituted the Audit~' 
Committee and seven ° cotiipanies have not constituted Audit Co~ittees. 
Following deficiencies were :observed in the composition of Audit Committees. 

Though the proviJions of Section 292(A) was effective from 
December 2000, the~e was delay in constitution of Audit Committee in 
respect of KA YIK4 (May 2002), KHDC (September 2002), KSDL 
(April 2002) and MSIL (September 2003). 

i 
I 

ei The composition o~ the Audit Committee was. not disclosed in the 
annual reports ofKA/VIKA andMysugar as required by the Act. 

! . 
~eetin!fs 1 

I 
Companies have to hold at least two meetings of the Audit Committee 

I . 

in a year. KSDL ancl MSIL did not hold any meeting from March 2003 
. I 

and September 2003 respectively up to January 2005. Mysugar also 
failed to conduct I any meetings between November 2001 to 

I 

January 2005. I . . 
fu the Audit Comrpittee meetings of KHDC. (15 September 2004), 
KA VIKA (31 August 2002) and KSDL (five meetings held on 
26 April 2002, 28 j une 2002, 31 August 2002, · 3 March 2003 and 
2 December 2004) the Statutory Auditors and Internal Auditors were 
absep.t, though the kttendance was mandatory. In these meetings, the " 
issues relating to nJed to put in concerted efforts for the recovery of 
dues, to formulate la clear policy in respect of check bouncing and 
disproportionate in~entory at unit offices were discussed in KSDL. In 
KHDC, the Commi~ee recommended to take appropriate action for the 
improvement of intdmal controls. As these issues were directly related 
to· internal auditors, j

1their absence in audit committee meetings deprived 
the value addition. 

1 
I 
I 

Ci) The Chairmen of the Audit Committee of KSIC, KSITDC and Mysugar 
did not attend their Annual General Meetings. 

. I . 

Terms of reference I . 
I 

3.19.26. The Board of KSIC and KHDC had not framed any terms of 
reference/duties and resporsibilities of the Audit Committee up to January 
2005. Further, the terms of reference of Mysugar, KPTCL and KSDL did not 

. I 
~~~~~~~----.,.~~~'~ . 

i . 
• Kamataka Scheduled Castes and Scheduled Tribes Development Colt"porntnmn Lnmi.tedl; 

Karnataka Togari Abhivridhi Mandali Limited; Kamataka Land All"my Coirpontfimn 
Limited; The Karnataka Minorities Development Corporation Limited; Kamafaka 
Forest Development Corp~ration Limited; Karnataka State Women's Development 
Corporation and The K~rnataka Backward Classes Development Corporatii.onn 
~~ I . 
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contain Financial and Risk Management Policies and Fraud and Fraud Risks 
. which are to be addressed. Thus, it could not be ensured that the committees 
had specifically dealt with frauds and fraud related risks . 

. Discussion by the Audit Committee 

3.:Il.9.27. The Act (Section 292(A) (6)) requires that the Audit Committee~· 
. should have discussions with the auditors periodically about the internal control . 
· systems , the scope of audit including the observations of the auditors and 
. review the half yearly and annual financial statements before submission to the 
Board and also ensure compliance Of internal control systems. 

Audit scrutiny revealed that: 

© The Audit committee did not review the accounts of KHDC 
(2003-04), KA VIKA (2002-03), KSDL (2002-03 and 2003-04) and 
Mysugar (2001-02 to 2003-04), before submission to the Board. 

Gl Au_dit Committees in KSIC, KA VIKA, KLAC, KSDL, Mysugar, 
KHDC, KPTCL, KPC and KSIIDC failed to review the adequacy of 
the mternal Control System and Internal Audit periodically and no 
corrective action was, therefore, taken. 

These irregularities were brought to the notice of the Government (April 2005). 
The Government stated (September-November 2005) that corrective action 
would be taken. 

!Sum up 

,0 The GovernmeJrn11: lb.ave l!llot appointred independent directors illll most of 
the companies. · 

@ The attendance of tllne dlill"ectoirs in 1tb.e Board meetillllgs was llllot regular 
inn five compaJID.ies, and. tl!ne 1numlber of Board meetings were not held as 
ireq11Iiredl 11u1der CompaJID.ies Aict Jilli fmiur compannes. Seven companies 
have not colll!stit1llted Amd!it Commilttees. In most of the companies, the ·· 
A1llldit Committee meetbngs were l!ll011: l!neld. regufairliy associating the 
Stat1!ltory/fote.rna~ Audlltorn wlbtkh hul!icated th.at the :fuinctionu!ng of the 
Audit Committees were not dfoctiv1e. 

3.20.1. The Government of fudia has enacted various Acts to enforce effective 
environmental protection and established regulatory bodies to monitor and 
enforce the provisions of the Acts viz., · 

0 The Water (Prevention and Control of Pollution) Act, 1974,· 

w The Air (Prevention and Control of Pollution) Act, 1981, 

© The Environment (Protection) Act, 1986, 

e The Hazardous Waste (Management and Handling) Rules 1989. 
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3.20.2. The disposal of waste/effluent in to the atmosphere/water from paper 
and sugar industry is considered as a major source of pollution. In Kamataka, 
there are two State Government Undertakings viz., The Mysore Paper Mills 
Limited (MPML) at Bhadravathi and The Mysore Sugar Company Limited 
(Mysugar) in Mandya which are engaged in the manufacture of paper and 
sugar. These companies have been selected for detailed audit. 

3.20.3. The nature of effluents from the pulping, washing, bleaching and soda 
recovery plants ofMPML are highly coloured, alkaline in nature and have large 
amount of solids whereas effluent from paper machines are on the acidic side, 
less coloured but having large amount of suspended solids. The sugar mill 
effluents have low level of solids, but high level of Bio Chemical Oxygen 
Demand (BOD) and Chemical Oxygen Demand (COD) contents. The waste 
generated during the course of production activities viz., waste oil and other 
chemical waste like, sugar press mud, fly ash, lime sludge, effluent sludge, 
chemical waste and wood/bamboo dust are classified as hazardous waste. The 
waste oil and wood/bamboo dust are being used as fuel in the boilers, sugar 
mill press mud and fly ash are being disposed to outsiders for use as manure 
and to manufacture bricks; lime sludge and effluent sludge are being used for 
land fill and chemical waste are being released to the river after treatment. 

3.20.4. The environmental policy formulated by MPML and Mysugar, 
compliance to the various legislations and regulations prescribed by the 
regulatory bodies, the existing environmental management practices, 
significant environmental issues and concerns arising from operations and 
activities in the plants, waste prevention/control and waste management for the 
last four years up to 2004-05 were reviewed (March/ April 2005) in audit. 

The findings of the Audit are discussed in succeeding paragraphs: 

!Water PollutioJll 

The Mysore Paper Mills Limited 

Ab1tormal varia11ce in the analysis reports of treated efflue11ts 

3.20.5. As mandated by Central Pollution Control Board directions, the 
Company is having a self-monitoring system to analyse the treated effluents in 
its own laboratories on a day to day basis. The State Pollution Control Board 
(SPCB) also conducts random sampling and analyses the trade effluents on a 
regular basis to verify and to confirm that the chemical contents in the effluents 
are with in the permissible limits. 

A test check of such reports of the Company as well as PCB revealed that there 
were abnormal variances in respect of certain parameters. As against the 
prescribed norm of BOD of 30 mg/ltr, the actual reported by SPCB during 
2004-05 varied from 34 to 111 mg/ltr. Similarly as against the prescribed norm 
of COD of 250 mg/ltr, the actual reported by PCB varied from 278 to 453 
mg/ltr, between August 2002 to March 2005. The chlorides and conductions 
reported by the PCB were also on higher side at 261 to 512 mg/ltr as against 
the prescribed norm of 350 mg/ltr, and 1,720 to 2,800 µmho/cm as against the 
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prescribed norm of 2,250 µmho/cm respectively. This indicates that the 
Company failed to take remedial measures to adhere to the regulations. 

Water Ma11ageme11t 

3.20.6. One·of the consultants suggested for recycling and reuse of waste water 
in March 1990 to reduce water consumption. SPCB also insisted for the same. 
The Company, however, took action only in September 2002 to recycle the 
water and to reuse it. Failure to recycle the waste water during the years 
2000-01 to 2002-03 resulted in forgoing the savings of Rs.3 .10 crore due to use 
of excess water. 

Failure to avail rebate on Water Cess 

3.20.7. As per the Water (Prevention and Control of Pollution) Cess Act, 1977, 
water cess is being levied on the Company by the SPCB for consuming water 
for carrying on the industrial activity. Section 7 of the Act provides for a 25 per 
cent rebate on the cess payable to those industries who consume water within 
the quantity prescribed for that category of industries and also to comply with 
the effluents standards prescribed under the Water Act and the Environment 
(Protection) Act. 

Though the Company is having the Effluent Treatment Plant and sewage 
treatment plant, failure to comply with the specified parameters and using the 
water more than the prescribed limit, resulted in foregoing the rebate of 
Rs.36".98 lakh for the years 2001-02 to 2004-05. 

Ground water co11tami11atio11 

3.20.8. The Company is dumping its solid wastes like lime sludge, fly ash, 
sludge of ETP, press mud and bio s ludge, etc., which contain harmful 
chemicals, in its own land out side the factory premises as land fill. This results 
in the leaching of effluents in to the ground, contaminating the water. The PCB 
has been repeatedly warning the Company that the above solid wastes were 
dumped in the open field in unscientific manner, without covering them with 
fresh earth. Repeated notices and adverse analysis reports indicates that the 
Company had not taken remedial measures in this regard (August 2005). 

Upgradation of Efjlue11t Treatme11t Plant 

3.20.9. The Central Pollution Control Board declared (1991-92) Bhadravathi as 
one of the highly polluted towns in the country. This prompted the Company 
to appoint a consultant (Ramky Engineers Limited, Hyderabad) to study the 
system and suggest measures for up gradation of ETP to meet the pollution 
norms. The consultant submitted (July 1996) detailed tender specifications for 
the upgradation of ETP. After obtaining the State Pollution Control Board's 
approval, the Company invited (August 1996) tenders for the complete 
upgradation of the plant on turnkey basis. The work was awarded to Degermont 
India Limited on lowest offer basis for Rs.8.36 crore with a completion 
schedule of 10 months i.e., June 1998. Due to change in design, the scheduled 
completion date was revised (June 1999) to September 1999 with a revised 
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price of Rs.9 .31 crore. Thj work, however, was completed and put to trial run 
with full load in April 2000! · · 

I 
During trial runs the ET~ failed and the operations of ETP were totally 
disrupted (July 2000). The ETP was .put· back into service only during 
January 200 l . without meetif g the stipulated norms for discharge of effluents. 

, 

A Sub-committee appointed (March 2001) by the Company after a Public 
Interest Litigation petitio~ filed in the High court of Kamataka noticed 
(April 2002) tha~ the consrlt~ts as w:ell as the t1unkey contractor did not 
possess the required exposure m paper mdustzy, and suggested short. term and I . . . . 
long term measures to improve the efficiency of ETP to meet the norms. For 
carrying out the short terinf lorig term measures, the Company appointed 
another consultant at a feds of Rs.12.50 lakh. The Company carried out the 

· modification as suggested By the consultant at Rs.1.42 crore except installation 
of CSRMP anaerobic digesfer costing Rs.1.50 crore. 

. I . 
I 

Audit observed that even after huge investment of Rs.13.04 crore (capitalized,. 
cost ofupgradation) toward~ up-gradation ofETP and additional expenditure of 
Rs.1.42 crore towards short term capital works to rectify/improve the system, 
the Company was not able ~o meet the requirements of State Pollutio.n Control 
Board and continued to discharge effluents containing higher percentage of 

I 

COD and BOD. I 
i 
I 

3.20.10 Further, it was epvisaged in the upgradation plan to make use of 
Biological.Sludge and ET~ Sludge generated as fuel in the boiler to save coal 
consumption. As the perfo:finance of press deg system designed and erected by 
Degermont India Limited cpntinues to be unsatisfactory and the dryness of the 
solids from the discharge i~ only around 18 to 19 per cent against 35 per cent 
specified, the· sludge genefated could not be burnt in the boiler resulting in ., 
additional expenditure on boal of Rs.5.60 crore for the last four years ending 
March 2005. In additio~, the Company incurred extra expenditure of 

· Rs.1.22 crore towards ·transportation of sludge from the plant to waste pit 
outside the factory. -

The.Mysore Sugar ComiJany Limited 

Non renewal of license in ~espect of air pollution ·· . 

3.20.11. The PCB did notlrenew the industrial license of the Company for the 
years 2001 to 2004 as the! percentage of suspended particulate matter (SPM) 
level in the emission of i boilers was around 399.50mg/m3 as against the 
permissible norm of 150mWm3 ~and causing air pollution. Pending renewal of 
theJicense, the Company however, continued the industrial operations during 
the period. ·I . . . · 
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Non comluction of air emission tests 

3.20.12. Audit observed that neither the Company nor the Pollution Control 
I • 

Board attempted to check the air effluents green house gases released to the 
fitmosphere from the boilers betwe'en February 2002 to March 2005. In the 
absence of these reports, the content of injurious items in the effluents released 
against specified norms could not be enstrred~ Further, as against the specified 

. height of the chimney at 16.5 metres above the ground level, the actual height 
of the chimney was only six metres above ground level. 

fr/he Mysore Paper Mills Limited . . 

Installation of Bagasse Anaerobic Digester to dilute the treated effluents 

3.20.B. The Company, in order to. meet the gap between the actual and 
~pecified parameters in respect of Bio Chemical Oxygen Demand (BOD} and 
Chemical Oxygen Demand (COD) in the bagasse effluent decided 

. (March 2002) to install Bagasse anaerobic digester at an estimated cost of 
Rs.96 lakh. The work of design, engineering, supply, erection and· 
commissioning of the equipment was awarded (December 2002) to the lowest 
tenderer at Rs.93.81 lakh with a stip1dation to complete/commission the system 
by December 2003. 

Even after the delay of over 20 months from the targeted date of completion 
(December 2003), the digester is yet. to be commissioned (August 2005). The 
tpal runs, however, conducted during March 2005 revealed that the plant could 
ca,ter only at about 35-40 per cent of capacity. The State Pollution Control 
Board has also. felt that there may be some serious problems in the design or in 
the operation of the plant. 

·Apart from meeting the standard prescribed in respect of BOD and COD, the 
cost benefit analyses of the project envisaged generation of the minimum 

. 3 . ·. .· 
guaranteed gas of 0'.5 m per kg of COD or 600 cum/day to. be used as fuel to 
save coal consumption. Due to non-:commissioning of the Bagasse Anaerobic 
Bigester, the Company not only failed to comply with the statutory requirement ,,. 
~ut also foregone the benefit of Rs.84.25 lakh t.owards the anticipated fuel 
savings. 

Lime Sludge Rebmming Plant 
I 

3,20.14. The Company consumes about 80 to 100 tonnes_per day (TPD) of 
b,urnt lime ~n the process of caustisizihg and in Hypo Plant to prepare chemicals 
for pulping operations. At caustisizing plant, green liquor from chemical 
recovery boiler is slakedr.; with burnt lime to produce white liquor, which is 
used for pulping process. . In this process, lime sludge is generated which is 
presently being disposed off as solid waste material. The lime sludge generated 
at caustisizing plant contains Calcium Carbonate, which can be recovered by'' 

. . 

E Slake meal!lls mb:i.llllg oJf qJllllliickilime wWbi water fo prodlllllice Cakillllm lhlydroxidle. 
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burning with make up lim~stone or seashell in a lime sludge-rebuming kiln. 
Apart from minimizing the ~hvironmental pollution in the solid waste disposal, 
the installation Lime Sludge Reburning Plant envisaged savings of Rs.1.02 
crore in the cost of burbt lime, in addition to savings in the cost of 
transportation of lime sludgb. 

j 

The installation of the Li~e Sludge Plant before the financial year 2006 is 
committed to PCB, the ~oard accorded (October 2002) approval for the,, .. 
implementation of the project at an approximate cost of Rs.12 crore. The 
Company had invited (December 2002) global tenders for supply and erection 
of 100 TPD lime sludge re-burning plant. However, the tenders were not 
finalised due to paucity of ~ds. · 

i 
Pending commissioning ofi the plant, the Company continued to dispose the 
lime sludge by transportin!g the same outside the factory. Thus, delay in 
installation resulted in contlnued discharge of solid waste to the environment. 
This not only resulted· in additional expenditure but also defeated the aim of 
waste management. \ 

i 
These were brought to the notice of the Government (June 2005). The ·. 
Government stated (July/Odtober 2005) that corrective action would be taken. 

I 
! 

·!:tmmPi 
I 

Explanatory note outstaJding 

3.21.1. The Comptroller/ and Auditor General of India's Au~it Reports 
represent culmination of the process of scrutiny starting with initial inspection 
of accounts and records m~intained in the various offices and departments of 
Government. It· is, therefo~e, necessary that they elicit appropriate and timely 
response from the executiv¢. Finance Department, Government ·of Kamataka 
issued instructions (Januzj 1974) to all Administrative Departments to submit·· 
explanatory notes indicating a corrective/remedial action taken or proposed to 
be taken on paragraphs andi reviews included in the· Audit Reports within three 
months of their presentatioh to the Legislature, without waiting for any notice 
or call from the Committee ]on Public Undertakings (COPU). 

Though the Audit Reports for the years 2000-01 and 2003-04 were presented to 
the State Legislature in Mcirch 2002 and July 2005 respectively, six out of 11 . 
departments, which were c;ommented upon,. did not submit explanatory notes 
on 21 out of 56 paragraphs/reviews as on November 2005, as indicated below: 

! . 

i 

2003-04 24 20 

Total 56 2ll 
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Department wise analysis is given below: 

Name of the depa rtment 2000-01 2003-04 
Commerce and lndustries - 2 

Energy - 5 

Food Civil Supplies and Consumer Affairs - 1 

Water Resources - 10 . 
Finance - 1 

General 1 1 

Total 1 20 

Department largely responsible for non-submission of explanatory notes was 
Water Resources Department. 

Compliance to reports of Committee on Public Undertakings (COPU) 
outstanding 

3.21.2. The replies to paragraphs were required to be furnished within six 
months from the presentation of the Reports. Replies to 113 paragraphs 
pertaining to 11 Reports of the COPU, presented to the State Legislature 
between April 1998 and July 2005, had not been received as on 
November 2005, as indicated below: 

Year of the Total number of No. of paragraphs where 
COPU Report Reports involved replies not re.:eived. 

1997-1998 3 56 

1998-1999 l 06 

1999-2000 2 23 

2001-2002 1 01 

2002-2003 l 13 

2003-2004 l 02 

2004-2005 2 12 

Total 11 113 

13.22 Response to inspection reports, draft paragraphs and reviews 

Audit observations noticed during audit and not settled on the spot are 
communicated to the head of PSUs and concerned departments of State 
Government through inspection reports. The heads of PSUs are required to 
furnish replies to the inspection reports through respective heads of 
departments within a period of six weeks. Inspection reports issued up to 
March 2005 pertaining to 70 PSUs disclosed that 4,675 paragraphs relating to 
1, 125 inspection reports remained outstanding at the end of September 2005; of 
these, 18 inspection reports containing 198 paragraphs were pending due to 
non-receipt of even first replies. Department wise break-up of inspection 
reports and audit observations outstanding as on 30 September 2005 is given in 
Annexure 16. 
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Chapter III Transaction Audit Observations 

Similarly, draft paragraphs and reviews on the working of Public Sector 
I . . 

Undertakings are forwarded to the Secretary of the Administrative Department 
concerned demi-officially keeking confirmation of facts and figures and their 
comments thereon withiri. ~ period of six weeks. All the reviews have been 
discussed in the Audit R.e~iew Committee on Public Sector Enterprises. The 
paragraphs have also been discussed with the respective Administrative 
Department and the Management of the companies/corporations. Their views 
have been taken into consideration while finalising the reviews/paragraphs. 

· It is recommended that (a) ~he Government should ensure that procedure exists 
for action against the o£ficials who failed to send replies to inspection 

I . • . 
reports/draft paragraphs ·and· ATNs to recommendation of COPU, as per the 
prescribed time schedrlle, (b) action to recover loss/outstanding 

. advances/overpayment is thlcen within prescribed time, and (c) the system of 
responding to the audit obs6rvations is revamped. ·. 

BANGALORE 
'fllle 

NEW DELJB[l[ 
Tlhie 

( K.P.LAKSHMANA. RAO) 
Pll"illllciipaH AccoUl!JIB.tallllt Gellllell"all 
(Civin ancll Cmnme!l"cftall Arurnllnt) 

Kaimataka 

·coUNTERSIGNED 

( VTI.JA YENDRA N. KAUL) 
Col!Illlptll"olllell" aHllirll Audlitor Gtmernn oJf Xlllldila 
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ANNEXURE 1 

Statement showing particulars of up-to-date paid-up capital, equity/loans received out of budget and loans outstanding as on 31 March 2005 in respect of Government 
. companies and Statutory corporations. 

(Referred to in Paragraphs 1.3,1.4,l.5,1.l6 and 1.17) 

----· ,_l(_amatab State ~gro C~f!J__-~-

2 

3 

4 

5 

7 

Products Limited 

I Kamataka State Agricultural 
Produce Processing and Export 
Co!:Eoration Limited . 

I KamatakaTogari Abhivridhi 
Mandali Limited 

I The Kamataka Fisheries 
Development Corporation 
Limited 

I Kamataka Sheep and Wool 
Development Corporation 
Limited 

Kamatakil Leather Industries 
Development Corporation 
Limited 

I 50.00 I 

I 500.00 I 
I 453.641 

I 5.00 I 

334.67 

- I ~ I - I 

I -I -I 
-I -I -I 

- I - I - I 

50.00 

500.00 

453.64 75:00 

5.00 

334.67 354.57 
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75.00 

34.28 388.85 

0.17:1 

(0.17:1) 

1.16:1 

(0.96:1) 



Audit Report (Commercial) fo r the year ended 31 March 2005 

Paid-up capltal as at the end of the current year Equity/loans received out of Loans * oubtanding at the close of Debt 

(Flpres In bracket Indicate share application money) Budget during the )C2r Other 2004-05 equil) 

SI. loans ratio for 
Sector and name or 

received 2004-05 
No. company/corporation State Central Holding Go,·ern- (Previous 

Govern- Govern- Compan- Others Total Equity Loans during the Others Total 
ment ment In year ment year) 

4CfV J(e) 

(I) (2) J(a) J(h\ J(c) J(d) J(e) 4(1) 4(b) 4(c) 4(d) 4(e) 4(1) (5) 

8 Kamataka Soaps and Detergents 3182.21 - - - 3182.21 - - - 2144.06 - 21 44.06 0.67: 1 
Limited (0.86: I) 

9 Kamataka State Coir 301.15 - - - 301.15 - - . 46.60 - 46.60 0.15: 1 
Development Corporation (0. 14:1) 
Limited 

10 Kamataka State Small Industries 2466.36 - . . 2466.36 - . . 1501.76 - 1501.76 0.61:1 
Development Corporation (0.62: 1) 
Limited 

II The Mysore Paper Mills Limited 7706.46 . . 41 78.02 11 884.48 . . - 9100.0 1 7182.1 8 16282.19 1.35:1 

(1 55.75) (155.75) (1.36: 1) 

Scctorwise Total 13990.85 0.00 0.00 4178.02 18168.87 0.00 0.00 0.00 13147.00 7216.46 20363.46 

(155.75) (155.75) 

ENGINEERING SECTOR 

12 Kamataka V1dyuth Karkhane 561.92 . . . 561.92 . . - 183.13 . 183.13 0.33·1 
Limited (0.33: I) 

13 The Mysore Electii.:al Industries 766.5 1 - - 175.96 942.47 - - . 2854.00 50.80 2904.80 3.08.1 
Limited (3.08: I) 

SUBSIDIARJES 

14 NGEF (Hubli) Limited 70.00 70.00 
0.22:1 . . 320.00 - 320.00 - - . . 

(0.22: 1) 

Sectorwise Total 1328.43 0.00 320.00 175.96 1824.39 0.00 0.00 0.00 3107.13 50.80 3157.93 

ELECTRONICS SECTOR 

15 Kamataka State Electronics 787.20 . . - 787.20 - . - 685.00 6000.00 6685.00 8.49.1 
Development Corporation (8.49:1) 
Limited 

Sectorwlse Total 787.20 0.00 o.oo 0.00 787.20 o.oo o.oo 0.00 685.00 6000.00 6685.00 

TEXTILES SECTOR 

16 Kamataka Silk Industries 3600.47 . . . 3600.47 - 1271 10 - 2556.30 51.49 2607.79 0.72:1 

Corporation Limited (0.36: I) 
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Annexures 

Paid-up capital u at the end of the current year Equity/Joans rec:ehed out or Loans * outstanding at the c:low or Debt 

(Fi2ures in bracket Indicate share anolication money) Budget during the year Other 2004-05 equit)· 

SI. Sector and name or 
loans r1tio ror 

received 2004-05 
No. company/corporation State Central Holding 

during the Govern- (Previous Govern- Govero- Compan- Others Total Equity Loans Others Toll I 
I~ 

year meot year) 
ment meot 

4(0/ 3(e) 

(l) (2) 3(a) 3(b) 3(c) 3(d) 3Ce) 4Ca) 4(b) 4Cc) 4(d) 4(e) 4(0 (5) 

17 Kamataka Silk Marketing 3145.00 - - - 3145.00 - - - - - -
Board Limited 

18 Kamataka State Power loom 151.00 - - - 151.00 - - - - - - -
Development Corporation 
Limned 
Sectorwise Total 6896.47 o.oo o.oo 0.00 6896.47 0.00 1271.10 0.00 2556.30 5 1.49 2607.79 

-
llANDLOOM AND HANDICRAFTS SECTOR 

19 The Kamataka Handloom 3918.46 519.75 - - 4438.21 - 700.00 - 951.02 210.90 1161.92 0.26:1 
Development Corporation (0.11 :1) 
Limited 

20 Kamataka State Handicrafts 283.81 121.50 - - 405.31 - - - 68.12 92.67 160.79 0.40: 1 
Development Corporation 
Limited 

(0.40:1) 

Sectorwise Total 4202.27 641.25 0.00 0.00 4843.52 0.00 700.00 o.oo 1019.14 303.57 1322.71 

FOREST SECTOR 
·• 

21 Kamataka Cashew Development 415.03 44.00 - - 459.03 - - - - 152.67 152.67 0.33:1 
Corporation Limned (0.33:1) 

22 Kamataka Forest Development 931.41 - - - 931.41 - - - - 616.84 616.84 0.66:1 
Corporation Limited (1.05:1) 

23 The Kamatak State Forest 266.58 - - - 266.58 - - - 8.00 - 8.00 0.03:1 
Industries Coroora11on Limited 
Sectorwise Total 1613.02 44.00 0.00 0.00 1657.02 0.00 o.oo o.oo 8.00 769.51 777.51 

MINING SECTOR 

24 Mysore Minerals Limited 296.62 - - 3.38 300.00 - - - 1950 12 - 1950.92 6.50:1 
(5.60:1) 

25 The Hutu Gold Mmes Company 220 19 - 72.50 3.51 296.20 - - - 9 97 1200.00 1209.97 408:1 
Limited (9.73:1) 

Sectorwise Total 516.81 0.00 72.50 6.89 596.20 0.00 0.00 0.00 1960.89 1200.00 3 160.89 
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Audit Report (Commercial) for the year ended 31 March 2005 

P•id-up apit•I H •t the end of the current yen Equity/lomns received ouc of Loans * oulstanding •t the close of Debt 

(Fipres lo brmcket indiate share •PPliation money) Budget during the yen Other 2004--05 equity 

SI. lo•ns r•tio for 
Sector mnd Hme of 

received 2004-05 
No. compmny/corpormtion St8te Centr•I Holding 

Govern- (Previous 
Govern- Govern- Compmn- Othen Tol81 Equity Lomns during the Others Totml yen) 

ment ment its year meot 

411V 3(e) 

(I) (2) 3(•) 3(b) 3(c) 3(d) 3Ce) 4(•) 4(b) 4(c) 4(d) 4Ce) 4(0 (5) 

CONSTRUCTION SECTOR 

26 Kamataka State Construction 205.00 - - - 205.00 - - - 553.11 - 553.11 2.70:1 
Corporation Limned (2.70:1) 

27 Kamataka Land Army 25.00 - - - 25.00 - - - - 14375.90 14375.90 11.74:1 
Corporation Limited (1200.00) (1200.00) (12 .29:1) 

28 Kamataka Stale Police Housing 12.00 - - - 12.00 - - 3003.75 - 25556.15 25556.15 2129.68:1 
Corporation Limited (2062.50: I) 

29 Rajiv Gandhi Rural Housing 300.00 ' 300.00 35040.53 73603.61 73603.61 245.35:1 - - - - - -
Corporation Limited (155.51 :1) 

30 Kamataka Road Development 1873.00 - - - 1873.00 8296.62 - 12827.17 - 48544.42 48544.42 2.42:1 

Corporation Limited (18189.65) (18189.65) (5.74:1) 

Sectorwise Total 2415.00 0.00 o.oo 0.00 2415.00 8296.62 o.oo 5087 1.45 553.11 162080.08 162633.19 

(19389.65) (19389.65) 

AREA DEVELOPMENT SECTOR 

31 Krishna Dhagya Jala N1gam 670678.95 - - - 670678.95 211936.50 - - - 341507.22 341507.22 0.40:1 
Limited (178301.61) (178301.61) (0.58:1) 

32 Kamataka Neeravari Nigam 19&473.74 - - - 198473.74 4&414.97 - 30800.00 - 118973.00 118973.00 0.56:1 
Limited (13519.80) (13519.80) (0.77:1) 

33 Cauvery Necravari Nigam 80005.00 - - - 80005.oo• 7497.24 - 16593.10 610021.64 41548.10 651569.74 7.45:1 
Limited (7497.24) (7.92:1) (7497.24) 

Sectorwlse Total 949157.69 o.oo o.oo o.oo 949157.69 267848.71 o.oo 47393.10 610021.64 502028.32 1112049.96 

(199318.65) (199318.65) 

DEVELOPMENT OF ECONOMICALLY WEAKER SECTION SECTOR 

34 Kamataka Backward Classes 7438.91 - - - 7438.91 300.00 - 1034.84 - 4478.93 4478.93 0.60:1 
Development Corporation (0.58:1) 
Limited 

• - Equity s ha res of Rs.80,000 la kh issued to Government in part consideration of assets transferr ed. 
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35 I Kamataka State Women's 853.75 297.84 - - 1151.59 I 48.75 
Development Corporation (48.75) (48.75) 

36 I Kamataka Scheduled Castes and 7231.66 6313.51 - - 13545.171 954.471 
-1 

1921.88 I 
-1 

6659.40 I . 6659.40 I 0.49:1 
Scheduled Tribes Development (0.47:1) 
Corooration Limited 

37 I The Kamataka Mino.rities 4556.45 - - - 4556.45 300.00 
-1 737.50 I 

-1 
2706.991 2706.991 0.59:1 

Development Corporation (0.55:1). 
Limited 

Sectorwise Total . 20080.77 6611.35 0.00 o.oo 26692.12 1603.22 O.oo I 3694.22 I o.oo I 13845.32 I 13845.32 

(48.75) (48,75) 

·~· .. ~ ~{;;~;~ tfu.?a; · .• •xM. H .,~ ·'"' • .. "'"'""'~· -~~~j;~~ '1<7; ;"ii~'l'fa?ii-€ .,.,, 
"'' ·•# 

38 I ~m~~ak~ Food a~d ~i~il. I 325.00 - - - 325.00 - - - - 944.46., 944.461 2.91:1 
. (4.65:1 

Sectorwise Total I 325.oo I o.oo I 0.00 o.oo 325.00 0.00 o.oo 0.00 o.oo 944.46 

I 780.751 o.oo I 0.00 

·~~~~!f~.f8J~~~~-~-~f'1~~~f~~~~J~t~.~t~!(?~~~~-~:~iiltil~ 
The Kamataka State Tourism 500.00 
Development Corporation 
Limited 

(141.36) 

41 I Jungle Lodges and Resorts 49.69 - - 42.06 91.75 - - 100.00 I 4.oo I 246.60 I 250.60 
Limited 

Sectorwise Total 

I 
549.691 o.oo I o.oo I 42.061 .591.75 I o.oo I. o.oo I 376.78 I 204;00 I 570.17 I 774.17 

(141.36) (l 

42 

~~:~4t~~rn~~~~~~~~~,r~~~~1~~h11~~0~~:J.1;~~~~}}~;~1::.·~~1f~t~1~;t1t~;&~R~~~~s.~1~:~~w~~~tiJ:~ri:~ 
I The Mysore Paints and-Varnish I 94.73 I - I - I 8.92 I 

Limited 
Sectorwise Total I 94;73· 1 o.oo I o.oo I 8.92 I to3:65 I o.oo I o.oo I o.oo I o.oo I O.Oo.I o.oo 
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Audit Report (Commercial) for the year ended 31March2005 

Paid-up capital as at the end of the current year Equity/loans received out of Loans * outstanding at the dose of Debt 

lFieures in bracket Indicate share anollcatlon money) Budget during the year Other 2004-05 equity 

SI. Sector and name of loans ratio for 

company/corporation State Central Holding received 2004-05 
"'lo. during the Govern- (Previous 

Govern- Govern- Compan- Others Total Equity Loans Others Total 
meat ment les year ment year) 

4Cl\I 3(e) 

(I) (2) 3(1) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(() 4(d) 4(e) 4(1) (5) 

POWER SECTOR 

43 Kamataka Power Corporatton 66298.15 - - - 66298.15 - - 59079.97 - 245916.53 245916.53 3.71 :1 
Limited (3.55:1) 

44 Visveswaraya Vidyuth N1gam 8028.75 - O.o? - 8028.82 - - - 91.00 5477.28 5568.28 0.67:1 
Limited (234.49) (23449) (092:1) 

45 Kamataka Renewable Energy 50.00 - - - 5000 - - - - 9700.00 9700.00 19400:1 
Development Limited (232.80 I) 

46 Kamataka Power Transmission 69032.25 - - - 69032.25 - 656.50 64721.35 971.29 127360.79 128332.08. l.88:1 
Corporation Limited (-777.45) (-777.45) (l.30: I) 

47 Bangalore Electncity Supply 20595.00 - - - 20595.00 - 6749.71 12835.49 6947.25 39810.60 46757.85 2.24•1 
Company Limited (265.21) (265.21) (1.70 1) 

48 Hubh ElectncJty Supply 5.00 - - - 5.00 - 7682.00 17324.00 5993.65 33355.12 39348.77 1.69 1 
Company Limited (23328.16) (23328.16) (I 17:1) 

49 Mangalore Elecllicny Supply 5.00 - - - 5.00 - 1392.36 6064.45 3541.56 29884.28 33425.84 2.59:1 
Company Limited (12914.58) (12914.58) (2 52:1) -

50 Uulbarga l:lecnc11y Supply 5.00 - - - 5.00 - - 4723.36 2016.85 9880.73 11897.58 0.91 :1 
Company Limned (13008.61) (13008.61) (0.98: I) 

SUBSIDIARIES 

51 KPC Bidadi Power Corporation - - 5.00 - 5.00 - - - - 2578.89 2578.89 515.78:1 
Pnvate Limited (481.11 ·l) 

Sectorwise Total 164019.15 0.00 5.07 0.00 164024.22 o.oo 16480.57 164748.62 19561.60 503964.22 523525.82 

(48973.60) (48973.60) 

FINANCING SECTOR 

52 Kamataka State Industrial 19032.51 - - - 19032.51 975.66 - - 15.00 86377.34 86392.34 1.90:1 
Investment and Development (7331 .43) (19063.41) (26394.84) (3 70:1) 
Corporation Limited 

• Net of loan shown in the accounts of the Company as receivable from the Government and the Electricity Supply Companies (ESCOMs) for want of detailed Government order 
specifying the institution-wise details of loan to be transferred. 
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53 1 · Kamataka Urban Infrastructure I 
Development and Finance 
Corporation Limited 

Sectorwise Total 

54 I 
Corporation Limited 

~---- ---·--1--···---------------~ 

55 Bangalore Mass Rapid Transit I 
56 

57 

59 

··t 

Limited 

I Kamataka Film Industries 
Development Corporation 
Limited 

I Sree Kanteerava Studios Limited 

Mysore Sales International 
Limited 

Sectorwise Total 

600.00 I ~ I - I 206.48 I 

19632.51 o.oo o.oo 206.48 

(7331.43) (19063.41) 

5.00 - - -

90.00 - - 12.38 

82.08 - - 5.90 

377.08 0.00 

T~ 

Annexures 

806.48 

19838.99 975.66 0.00 IJ.00 15.011 86377.34 I 86392.34 
(26394.84) 

5.00 - 2316.64 - 32072.12 - 32072.12 6414.42:1 

(2895.80: 1) 

102.38 - 121.00 - 173.00 - 173.00 1.69:1 

(0.51 :1) 

87.98 - 75.00 - 106.51 I - I 106.51 

500.00 114.78 614.78 

0.00 2512.64 1247.40 33121.40 1450.15 34571.55 

278724.21 I 20964.31 268778.05 I 686035.21 I 1294765.52 I 1980800.73 
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' Audit Report (Commercial) for the year ended 31 March 2005 

Paid-up capital as at the end of the current year Equity/loans received out of Loans• outstanding at the close of Debt 

<Fl211res In bracket Indicate share annlication monev) Budget during the year Other 2~5 
equity 

SI. Sector and name or loans ratio for 

company/corporation State Central Bolding received 2()04..05 
No. Govern- (Previous 

Govern- Govern- Compan- Othen Total Equity Loans during the Otben Total 
ment ment les year ment year) 

4lfl/ 3(e) 

(1) (2) 3(1) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4<0 (§) 

2. Bangalore Metropolitan Transport 6471.73 - - - 6471.73 - - 160.00 - 2893.42 2893.42 0.45:1 
Corporation (0.54: I) 

3. North Western Karnataka Road 10263.67 - - - 10263.67 900.00 - 4500.00 104.66 12192.59 12297.25 1.20:1 
Transport Corporation (1.13:1) 

4 . North Eastern Karnataka Road 9250.05 - - - 9250.05 900.00 - 769.65 86.95 3190.02 3276.97 0.35:1 
Transport Corporation (0.49:1) 

Sectorwise Total 43114.39 4909.76 o.oo o.oo 48024.15 3000.00 4200.00 5429.65 4627.90 36189.68 40817.58 

FIN ANC ING SECTOR 

5. Kamataka State Financial 6837.88 - - 2946.66 9784.54 - - 17597.00 245.00 181253.00 181498.00 13.56:1 
Corporation (2683.00) (917.69) (3600.69) (14.18:1) 

Sectorwise Total 6837.88 o.oo 0.00 2946.66 9784.54 0.00 o.oo 17597.00 245.00 181253.00 181498.00 

(2683.00) (917.69) (3600.69) 

AGRICULTURE AND ALLIED SECTOR 

6. Kamataka State Warehousing 410.00 340.00 - - 750.00 - - 438.95 1280.00 2875.58 4155.58 4 .20• 1 
Corporation (240.00) (240.00) (4.00:1) 

Sectorwise Total 410.00 340.00 o.oo o.oo 750.00 0.00 o.oo 438.95 1280.00 2875.58 41 55.58 

(240.00) (240.00) 

TOT AL B (all sector wise 50362.27 5249.76 o.oo 2946.66 58558.69 3000.00 4200.00 23465.60 6 152.90 2203 18.25 226471.16 3.63: 1 
Stat utory corporations) (2923.00) (917.69) (3840.69) (3.88:1) 

Gr a nd total (A + B) 1238361.70 12546.36 11 47.05 1149.95 1259805.06 281724.21 25164.31 292243.65 692188.11 15 15083.78 2207271.89 1.41 :1 

(278282.19) (2743.50) (19981.10) (301006.79) (1.68:1) 

c NON WORKING GOVERNMENT COMPANIES 

AG RICULTURE AND ALLIED SECTOR 
. 

~ 

I. Kamataka Agro Industries 754.09 - - - 754.09 - 3885.94 - 68 10.37 - 6810.37 1.22:1 
Corporation Limlled (4836.32) (4836.32) (0.53: I ) 

2 Kamataka Agro Proteins Limited 33.54 - - 27.39 60.93 - - - - - - -
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Karnataka Small Industries 
. Marketing Corporation Limited 

I -· 

5 I The Mysore Lamp Works Limited I 1075.58 . - - 105M i 181:02 - 402.00 - 8139.58 1586.43 9726.01 8.24:1 

(8.24:1) 

6 I Vijayimagar Steel Limited I 1290.58 ,_ - - ' . 1290.58 - - - 58.35 - 58.35 0.05:1 

~~:~~§1?.l~~~.~~~::1fo; 
7 ·The 

8 Kamataka Telecom Limited 78.00 - 222.00 - 300.00 

9 The Mysore Chrome Tanning - - 72.09 3.65 75;74 - - - 12.03 38.56 50.59 0.67:1 
Company Limited 0.67:1 

10 I Karnataka Tungsten Moly - - - 0.01 0:01 
Limited 

Sectorwise Total 
2580.16 o.oo 344.09 109.10 3033.35 0.00 402.00 I o.oo I 8209.96 I 1624.99 I 9834.95 

>;~~~~~~~~j~; 
11 NGEF Limited 

12 Chamimdi Machine Tools 63.50 ' - - - 63.50 I - I - I - I 248.53 I 44.32 I 292.85 
Limited 

I Sectorwise Total. I 426no I· o.oo I o.oo I 452.oo I 4714.20 I o.oo I o.oo I o.oo I 22972.53 I .44.32 I 23016.85 

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

Paid-up capital as at the end of the current year Equity/loans received out of Loans * outstanding at the close of Debt 

(Flwres in bracket Indicate share aoolication money) Budget during the year Other 2004-05 equity 

SI. . loans ratio for 
Sector and name of 

received 2004-05 
No. company/corporadon State Central Holding 

during the Govern- (Previous 
Govern- Govern- Compan- Others Total Equity Loans Others Total year) 

ment ment les year ment 
4(N 3(e) 

(1) (2) 3(1) J(b) J(c) J(d) J(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4<0 (5) 

TEXTILES SECTOR 

13 Kamataka State Textiles Limited 50.00 - - - 50.00 - - - 1493.59 - 1493.59 29.87:1 

(29.87:1) 
Sectorwise Total 50.00 0.00 0.00 0.00 SO.OD 0.00 0.00 o.oo 1493.S9 o.oo 1493.S9 

FOREST SECTOR (SUBSIDIARIES) 

14 Kamataka Pulpwood Limited - - 125.00 - 125.00 - - - - - - -
15 The Kamatak State Veeners - - 51.00 49.00 100.00 - - - - 99.98 99.98 1.00:1 

Limited (1.00: 1) 

16 The Mysore Match Company 0.50 - 2.95 1.55 5.00 - - - - - - -
Limited 
Scctorwise Total o.so 0.00 178.9S SO.SS 230.00 0.00 0.00 0.00 0.00 99.98 99.98 

CHEMICALS SECTOR 

17 The Mysore Acetate and 995.70 - - 221.82 1217.52 - - - 131 1.00 - 1311.00 1.08: 1 
Chemicals Company Limited (1 .08: I) 

SectonYise Total 99S.70 o.oo o.oo 221.82 1217.52 0.00 o.oo o.oo 1311.00 0.00 131 1.00 

TOT AL C (All sectornise 8678.19 o.oo 534.09 866.67 10078.95 o.oo 4287.94 o.oo 40797.4S 1769.29 42S66.74 2.84:1 
Government companies) (489S.98) (489S.98) (2.59:1) 

1247039.89 12546.36 1681.14 8616.62 1269884.0 I" 281724.21 294S2.25 292243.6S 73298S.56 1S168S3.07 2249838.63 1.43:1 
Grand Total (A + B + q 

(283178.l 7 (2743.50) (19981.10) (30S902.77) (1.69:1) 

Note: Except in respect of companies and corporations, which finalised their accounts for 2004-0S (SI.No. A- I to 3, 6,9,11,13 to 17, 19 to 21, 23,2S, 28 to 38, 40 to 43 46,48,49,SI to 57,S9, B-1 ,2,5, C-3,6,9,12, IS&l6) 
figures are provisional and as given by the companies/corporations . 

• Loans outstanding at the close of2004-05 represent long term loans only. 

"' - State Government's investment in PSU's was Rs.22,632.04 crore (Others: Rs.15,624.22 crorc). Figures as per Finance Accounts, 2004-05 is Rs.t 1.90S.S3 crore. The difference is under reconciliation. 
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No. 

(I) 

A 

I 

1 

2 

3 

4 

5 

6 

ANNEXURE 2 

Summarised financial results of Government companies and Statutory corporations for the latest year for which accounts were finalised 
(Referred to in Paragraphs 1.6,1. 7 ,1.8,1.13,1.19,1.20 and 1.26) 

Annexures 

(Figures in column 7 to 12 and 15 are Rupees in lakh) 

Sector and name of Name of Date of Period of Year in Net Net Paid-up Accumula- Capital Total Percentage Arrun Turn- Num-
company/ department incorp- accounts which Profit(+) impact capital ted employed Return on of total of over her of 

corporation oration accounts or of profit(+)/ (a) capital return on accounl!I emp-
were employed capital in ttnns loy~ 

finalised Loss(-) Audit loss(-) employed 
comment of)ears 

(12/ll) 

(2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (JS) (16) 

WORKING GOVERNMENT COMPANIES 

AGRICULTURE AND ALLIED SECTOR 

Kamataka State Agro Agriculture & Apr. 73 2004-05 2005-06 -238.56 - 273.37 1051.94 1551.79 -209.39 - - 3184.36 374 
Com Products Horticulture 
L1m11ed 

Kamataka State Agriculture & Apr. 96 2004-05 2005-06 22.87 - 50.00 473.91 564.78 20.89 3.70 - 3 12.46 11 
Agricultural Produce I lomculture 
Processing and 
Export Corporation 
L1m1ted 

Kamataka Togari Agriculture & May02 2004-05 2005-06 1.04 - 500.00 9.57 510.73 1.04 0.20 - - 3 
Abhivridhi Mandah Horticulture 
L1m1ted 

The Kamataka Animal Oct .70 2003-04 2004-05 -107.88 - 453.64 -945.94 -115.55 -88.73 - 1 1437.80 22 1 
Fisheries Husbandry 
Development and Fisheries 
Corooration Limited 

Kamataka Sheep and Animal Dec. 01 2002-03 2005-06 -1.63 - 5.00 -1.63 541.48 -1.63 - 2 6.19 263 
Wool Development Husbandry 
Corporation Limited and Fisheries 

SUBSIDIARY 

Kamataka Compost Agriculture & Aug .75 2004-05 2005-06 4.32 - 50.00 -70.47 523.35 14.34 2.74 - 193.71 46 
Development Horticulture 
Corporation L1m1ted 

Secton~ise Total -319.84 1332.01 517.38 3576.58 -263.48 - - -
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Audit Report (Commercial) for the year ended 3 J March 2005 

SI. Sector and name of Name of Date of Period of Year in Net Net Paid-up Accumula- Capital Total Percen1age Arrears Turn- Num-

No. company/ department In corp- accounts wbkh Profit(+) impact capital led employed Return on oflolal of over ber of 
corporation oration UCOUDh or of profit(+)/ (a) capital return on accounu emp-

"ere employed capital in terms loyees 
finalised Loss(-) Audit loss(-) employed 

comment of years 
(1 2/11) 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (I I) (12) (13) (14) (15) (16) 

INDliSTRY SECTOR 

7 Kamataka Leather Commerce & Oct. 76 2001-02 2005-06 -193.08 - 334.67 -1220.98 -145.5 1 -168.89 - 3 552.19 284 
Industries Industries 
Development 
Corporauon Limited 

8 Kamataka Soaps and Commerce & July 80 2003--04 2004-05 62.63 - 3182.21 17.10 6726.92 52.86 0.79 I 9274.50 1024 
Detergents Limited industries 

9 Kamataka State Coir Commerce & Feb. 85 2004-05 2005--06 -92.80 - 30).J 5 -251.73 390.43 -86.07 - - 168.08 47 
Development Industries 
Corporation Limited 

10 Kamataka State Commerce & June 64 2003--04 2004-05 168.38 - 2466.36 869.15 5218.61 189.19 3.63 I 4016.94 455 
Small Industries Industries 
Development 
Corporation Limited 

11 The Mysore Paper Commerce & May36 2004-05 2005-06 -817.37 - 12040.23 -5663.16 23772.46 1698.78 7.15 - 33937.15 2753 
Mills Limited Industries 

Sectorwise Total -872.24 18324.62 -6249.62 35962.91 1685.87 - - - -
El'GlNEERrNG SECTOR 

12 Kamataka Vidyuth Commerce & Oct. 76 2003--04 2004-05 -1105.83 - 561.92 -1291.45 1701.44 -603.86 - 1 10595.60 288 
Karkhanc Limited industries 

13 The Mysore Commerce & 
Electrical lndustncs Industries Feb.45 274.57 942.47 -26 10.56 4555.37 321.46 7.06 4369.58 292 
Limited 2004-05 2005-06 - -

Sl'BSIDIARY 

14 NGEF (Hubh) Commerce & Dec.88 2004-05 2005--06 39.23 320.00 161.61 869.07 63.21 7.27 . 1296.11 157 -
L1m11ed lndusnies 

Seclorwise T otal -792.03 1824.39 -3740.40 7125.88 -2 19.19 - - - -
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Annexures 

Kamataka State 

15 I Electronics Information I Sep. 76 I 2004-05 I 2005-06 I 66.40 I I 787.20 I -1573.62 I 6079.90 I 79.08 I 1.30 I - I 958.22 I 189 
Development Technology 
Co oration Limited 

Sectorwise Total 66.40 787;20 -1573.62 6079.90 I 79.08 

i.;.~.;;,,,, ••• 1!h~~i.~i#.i~§~§~~2i:: 

Kamataka Silk 
__ C91!lmer~eLl_-.Ap.J. 80 -l-2004-05-1-2005-06 --1----504.84-1-- ----1--- -3600.47-1---5597.42--1---1675.45 .. I- c~06.32_L _______ L--- __ J __ 2057 .6U_845 __ -16--1--Industries . 

Industnes 
Co!Eoration Limited 

Kamataka Silk I Commer~e & I Nov. 79 I 17 I Marketing Board 
Limited 

Industrtes 

Kamataka State 

18 I Power loom 
Development 

Commerce & j Feb. 94 
Industries I 

Co oration Limited 

Sectorwise Total 

'fl3-;:-1,:;,.\0,:'F'.'!J~ \o'·:, ;;':(i~L \ t,~, ~ ~ « '. 
'.HAl'fflJ:l.OQMi~D 

Kamataka Handloom 

1 

C & I 
19 

omrnerce I Development 1 d · tri 
Co!Eoration Limited n us es 

Oct. 75 I 

Kamataka State 

20 I Handicrafts 
Development 

Commerce & j Mar .64 I 
Industries 

Co oration Limited 

Sectorwise Total 

21 · I Kamataka Cashew 
Development 
Coriioration Limited 

Forest 
ecology and 
Environment 

Feb. 78 

2004-05 . I 2005-06 I -186.41 I -

2003~04 I 2004.05 I 111.08 I -

-574.17 

2004-05 I 2005-06 I -785.17 I -

2004-05 I 2005co6 r 117.45 I -

~661.12 I 

2004-05 I 2005-06 95.82 

I 3145.00 I -902.16 I 2345.19 I "186.86 I - I - I 1100.37 I 163 

I 151.00 I 320.06 I 924.96 I 76.20 I 8.24 I. I I 2587.90 I II 

6896.47 -6179.52 4945;60 I -516.98 

I 4438.21 I -5279.06 ·I 4748.30 I -175.36 I - I - I 7643.44 I · 1074 

I 405.31 I 23.88 I 689.84 I 67.16 I 9.74• I - I 3025.86 I 248 

I 4843.52 I -5255.18 I 5438.f4 

459.03 -31.59 574.46 95.82 16.68 427.58 120 
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Audit Report (Commercial) for the year ended 31 March 2005 

SI. Sector and name of ~ameof Date of Period of Year In Net Net Paid-up Accumula- Capital Total Percentage Arre an Turn- Num-

No. company/ department lnrorp- accounts which Profit(+) impact capital ted employed Return on of total of over berof 
corporation oration acrounts or of profit(+)/ (a) capital return on accouah emp-

were employed capital In ttrms loyees 
finalised Loss(-) Audit loss(-) employed 

comment of)·ean 
(12/11) 

m (2) (3) (4) (5) (6) (7) (8) (9) (10) (J 1) (12) (13) (14) ()5) (16) 

22 Kamataka Forest Forest 
Jan. 71 Development ecology and 2003-04 2004-05 161.57 - 931.41 815.06 5751 .97 266.50 4.63 I 2024.73 2783 

Corporation L1m1ted Environment 

23 The Kamatak State Forest Mar .73 
Forest Industries ecology and 2004-05 2005-06 456.57 - 266.58 176.77 497.39 267.71 53.82 - 2552.98 293 

Corporation Limited Environment 

Sectorwise Total 713.96 1657.02 960.24 6823.82 630.03 - - - -
MINING SECTOR 

24 Mysore Minerals Commerce & May66 2003-04 2004-05 185.75 
Limited Industries 

- 300.00 -3910.80 -1059.25 -275.53 - I 5856.28 2435 

25 The Hum Gold Commerce & July 47 
Mmes Company Industries 2004-05 2005-06 7323.79 - 296.20 8368.31 8265.09 4558.39 55.15 - 18059.78 4028 
Limited 

Sectorwise Total 7509.54 596.20 4457.51 7205.84 4282.86 - - - -

CO~STRliCTION SECTOR 

26 Kamataka State Public works Sep.68 
Construction 2003-04 2005-06 -343.59 - 205.00 1912.18 2543.77 -273.53 - I 412.27 215 
Comoration L1m1ted 

27 Kamataka Land Rural 
Army Corporation development Aug. 74 

2003-04 2005-06 202.38 -
Limited & Panchayat 

1225.00 1560.44 18455.44 181.70 0.98 I 33605.17 1132 

Ra1 

28 Kamataka State Home June 85 £ 
Pohce Housing 2004-05 200,-06 - 12.00 - 25600.83 - - - # 71 
Corooration Limited 

29 Raj1v Gandhi Rural Housing 
Apnl £ 

Housing Corporation 2004-05 2005-06 - 300.00 - 21226.82 - - - # 26 
L1m1ted 

2000 

30 Kamataka Road Pubhc works 
-1338.47 Development July 99 2004-05 2005-06 - 20062.65 -4605.90 67949.94 -460.81 - - 107.33 52 

Corporation Limited. 

Sectorwise Total -1479.68 21804.65 -1133.28 135776.80 -552.64 - - - -
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A nnexures 

SI. Sector and name of Name of Date of Period of Vear In Net Net Paid-up Accumula- Capital Total Percentage Arrears Turn- Num-

So. company/ department lncorp- accouats which Profit(+) Impact capital led employed Return on of total of o,·er berof 
corporation oration accounts or of profit(+)/ (a) capital return on accounts emp-. were employed capital in terms loyees 

finalised Loss(·) Audit loss(·) employed 
comment Of)tan 

(12/11) 

(1) (2) (3) (4) (5) C6l m (8) 19l (10) (Ill (Ill 03) (14) (IS) (16) 

AREA DEVELOP~lENT SECTOR 

31 Knshna Bhagya Jala lmgation Aug. 94 $ 
Nigam Limited 2004-05 2005-06 - 848980.56 - 796710.43 - - - - 4445 

32 Kamataka Neeravan lmgation Nov. 98 
2004-05 2005-06 

$ 
211993.54 246165.01 17 

Nigam Limited 
- - - - - -

33 Cauvery Nceravan lmgation 
June 03 2004-05 2005-06 $ 87502.24 - 708214.99 4679 

Nigam Limited 
- - - - -

Sectorwise Tollll - 1148476.34 0.00 1751090.43 0.00 - - - -

DEVELOPMENT OF ECO"I0'\11CALL V WEAKER SECTIONS SECTOR 

34 Kamataka Backward Social welfare 
Oct. 77 

Classes Development 2004-05 2005-06 -3'44.30 - 7438.91 -1906.23 11608.16 -246.74 - - 379.86 80 
Corooration Limited 

35 Kamataka State Women & 
Women's Child Sep.87 35.80 1200.34 368.81 2972.24 35.80 1.20 127.51 55 2004-05 2005-06 - -
Development Development 
Corporation 

36 Kamataka Scheduled Social welfare 
Castes and 

Mar. 75 
Scheduled Tribes 2004-05 2005-06 -59.75 - 13545.17 -68.08 19081.42 195.87 1.03 - 955.97 314 

Development 
Corooration Limited 

37 The Kamataka Social welfare 
Minorities Feb. 86 

2004-05 2005-06 -280.86 - 4556.45 
Development 

-1417.07 7558.39 -169.36 - - 115.66 27 

Corporation Limited 

Sectorwise Total -649.11 26740.87 -3022.57 41220.21 -184.43 - - - -
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Audit Report (Commercial) for the year ended 3 I March 2005 

St. Sector and name of Name of Date of Period of Year in Net Net Paid-up Accumula- Capital Total Percentage Arrears Turn- Num-

No. company/ department incorp- accounts which Profit(+) Impact capital ted employed Return on of total of over berof 
co rporation oration accoualS or of profit(+)/ (a) capital return OD accou•ts emp-

were employed caplul la terms loyees 
finalised Loss(-) Audit loss(-) employed 

comment ofytan 
(12111) 

(1) (2) (J) (4) (S) (6) m (8) (9) (10) (JI) ()2) (13) (14) (IS) (16) 

PL BL IC DISTRIBUTION SECTOR 

38 Kamataka Food and Food 
. 

Civil 
Civil Supplies Supplies & Sep. 73 2004-05 2005-06 1282.60 - 325.00 6425.56 13767.53 1483.08 10.77 - 102173.72 1445 
Corporation Limited Consumer 

Affair.; 

Sectorwise Total 1282.60 - 325.00 6425.56 13767.53 1483.08 - - - -
St .GAR SECTOR 

39 The Mysore Sugar Commerce & Jan. 33 
2003-04 2004-05 -1253.21 - 873.43 -4021.86 8944.83 -1640.66 - I 13112.40 1189 

Comoanv Limited Industries 

Sectorwise Total -1253.21 873.43 -4021.86 8944.83 -1640.66 - - - -
-

TOURISM SECTOR . 
40 The Kamataka State lnfonnation, 

Tounsm Tounsm & f-eb. 71 
2004-05 2005-06 206.32 - 641.36 -379.73 1086.76 274.64 25.27 - 1547.20 394 

Development Youth 
Corporation Limited Services -

41 Jungle Lodges and Information, 
Resons Limited Tourism & Mar .80 

Youth 2004-05 2005-06 89.24 - 91.75 175.53 1172.15 76.65 6.54 - 1096.61 175 

Services 

Sectorwise Total 295.56 733.11 -204.20 2258.9 1 351.29 - - - - -
CHEMICALS SECTOR 

42 The Mysore Pamts Commerce & Nov .47 
2004-05 2005-06 92.43 -

and Varnish Limited lndustnes 
103.65 783.68 910.63 98.07 . 10.77 - 855.43 73 

Sectorwise Total 92.43 103.6S 783.68 910.63 98.07 - - - -
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43 . I Karnataka Power 
Co oration Limited 

44 I Visveswaraya 
Vidyuth Nigam 
Limited 

45 I Kamataka 
: Renewable Energy 

Development-

-:~:--,~~::~~Power--
Transmission 
Corporation Limited 

47 I Bangalore Electricity 
Supply Company 
Limited 

48 I Hubli Electicity 
Supply Company 
Limited 

49 I Mangalore 
Electricity Supply 
Company Limited 

50 I Gulbarga ElectiCity 
Supply Company 
Limited 

Corporation Private 
Limited 

Sectorwise Total · 

·Energy 

Energy 

Energy 

·Energy 

Energy 

Energy 

Energy 

I Energy 

I July 10 I 2004-o.5 I 2005-06 I 26745.oo I 

I July99 .I 2003-04 I 2004-05 -I 467.53 I 

I Mar.96 I 2003-04 I 2004-05 I 2-04 I 

I July 99 I 2004-05 I 2005-06 1. 13241.99 I 

I Apr. 02 I 2003-04 I 2004-05 I 2141.11 I 

I Apr. 02 I 2004-05 I 2005-06 I 2015.64 I 

··I Apr. 02 I 2004-05 I Z005-06 I 1756.55 I 

I Apr. 02 I 2003-04 I 2004-05 I 382.55 I 

' Apr. 96 
2004-05 · I 2005-06 $ 

46758.41 

Annexures 

- I 66298.!5 I 158589.90 I 630399.01 · I 48565.51 I 7.70 I - I 248317.56 I 6453 

- I 8262.56 I 2128.34 I 18940.61 I 1043.82 I 5.51 I 1 I 16954.25 I 550. 

- I 50.00 I · 136.10 I 12418.10 I 29.92• I 0~24 I 1 I 143.93 I 34 

- I 68254.80 I 19575.n I 466546.78 I 35980.10 I 7.71 I - I 661541.19 I 5627 

- I 20103.69 I 3068.84 I 81098.!4 I 5556.72 I . 6.85 I 1 I 324426.70 I 11118 

- I 23333.61 I 3209.83 I 111511.04 I 5066.43 I 4.54 I - I 94090.56 I 7083 

- I 12919.58 I 4096.10 I 99863.15 I 4821.61 I 4.83 I - I 144000.74 I 8102 

- I 13439.35 I 635.60 I 45166.04 I 2069.97 I 4.58 I I I 65731.42 I 4161 

5.00 1756.55 Nil 

212666.74 191441.08 1467700.02 103134.14 
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Audit Report (Commercial) for the year ended 3 I March 2005 

SI. Sector aad aame or N1meor D1teor Period or Ye1r in Net Net P1id-up Accumul19 C1pit1I Total Percentage An°elrS Turn- Num-

No. company/ deplrtmHt incorp- KCOUDts which Profit(+) Imp.ct capital ted employed Return on ortotal of over berof 
corpontloa oratloa ICCOUDts or of profit(+)/ (•) capital return on accounts emp-

were employed capital la ltrUIS loyees 
fin11ised Lou(-) Audit lou (-) employed . comment ofyun . 

(12111) 

m (2) (3) (4) (5) (6) (7) (8) (9) (10) (JI) (Jl) (13) (14) · (15) (16) 

FINANCING SECTOR 

" 
52 Kamataka State Commerce & 

Industrial Investment Industries July 64 
2004-05 2005-06 -7353.57 - 45427.36 -53291 .73 134724.13 900.40 0.67 - 6307.81 135 

and Development 
Corporation Limited 

53 Kamataka Urban Urban 
ln f rastructurc Development 

Nov. 93 Development and 2004-05 2005-06 9.54 - 806.48 2761.23 21800.63 0.41 . - 333.90 19 

Finance Corporation 
Limited 

Sectorwise Total -7344.03 46233.84 -50530.50 156524.76 900.81 - - - -
MISCELLANEOUS SECTORS 

54 Kamataka State Commerce June 03 2004-05 2005-06 661 04 . 20000 43903 226083 493.96 21.85 - 222819.65 234 
Beverages and Industries 
Corporation Limited 

55 Bangalore Mass Urban Sep. 94 
Rapid Transit Development 2004-05 2005-06 $ . 5.00 . 15099.07 . . . . 19 
Limited 

56 Kamataka Film Information, Feb. 68 
Industries Tourism & 

2004-05 . 2005-06 -154.22 102.38 -442.99 12.48 -156.35 25.67 Nil 
Development Youth 

. . . 

Corporation Limited Services 

57 Sree Kanteerava lnformauon, 
Studios Limited Tounsm & Mar. 66 

2<>0:i-05 2005-06 -9.40 87.98 -130.00 17.81 -9.40 87.84 13 
Youth 

. . . 

SCIVICCS 

SUBSIDIARIES 

58 Marketing Commerce & 
Consultants and lndustnes Sep. 72 
Agencies Limited 2003-04 2004-05 106.67 . 702.99 403.99 1360.90 80.34 5.90 I 762.94 59 
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Amzexures 

SI. Sector and name of Name or Date or Period or Year in Net Net Paid-up Accumula- Capital Total Percentage Arreal"li Turn- Num-

No. company/ department in corp- accounts which Profit(+) impact capital led employed Return on of tota.1 or OYer beror 
corporation oration accounts or of profit(+)/ (a) capital return on accounts emp-

were 
Audit loss(·) 

employed capital In ten115 loyees 
finalised Loss(·) employed 

comment 
(12/Jl) 

of years 

(1) (2) (3) (4) (5) (6) (7) (8) (9) <10) (11) (12) (13) {14) {15) (16) 

59 Mysore Sales Commerce & Mar. 66 
2004-05 2005-06 4296.55 - 2763.99 10192.46 13055.76 2742.52 2 1.0 1 189504.00 408 International Limited Industries -

Sectorwise Total 
4900.64 3862.34 10462.49 31806.85 3151.07 . . . . . 

TOTAL A (Ail 
sector wise . . . 
GoYeroment 47667.51 1498081.40 133137.19 3687159.64 112310.72 3.05 
companies) 

B WORKING STATUTORY CORPORATIONS 

TRANSPORT SECTOR -
1 Karnataka State Transport Aug.61 

Road Transport 2004-05 2005-06 2663.29 -361.00 22038.70 -22667.75 24854.00 3973.92 15.99 . 79899.21 24989 
Comoration 

2 Bangalore Transport 
Metropolitan Aug.97 

2004-05 2005-06 8001.33 -306.00 6471.73 17207.23 29045.00 8 186.00 28.18 . 57219.00 17759 Transport 
Comoration 

3 North Western Transport 
Kamataka Road Nov.97 

2003-04 2004-05 -968.98 -80.00 9363.67 -11796.63 11315.00 -8 1.44 I 54'408.70 20507 Transport . 

Comoration 

4 North Eastern Transport 
Kamataka Road August 

2003-04 2004-05 -1290.34 8350.05 -15076.42 -489.00 -1805.51 I 32440.57 10073 Transport 2000 
. . 

Comnration 
Sectorwise Total 8405.30 . 46224.15 -32333.57 64725.00 10272.97 . . . . 

FINANClNG SECTOR 

5 Karnataka State Finance 
Financial Mar.59 2004-05 2005-06 274.37 -2236.00 13385.23 603 15.91 201078.00 17944.74 8.92 21795.97 1299 Corporation 

. 

Sectorwise Total 
274.37 13385.23 60315.91 201078.00 17944.74 . . . . 
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Audit Report (Commercial) for the year ended 31 March 2005 · 

SL Sector and name of Name of Date or Period of Year in Net Net Paid-up Accumula- Capital Total Percentage Arrears Tum- Num-

No. company/ department in corp- accounlS which Profit (+) Impact capital led employed Return on or total or over berof 
corporation oration . accounts or or profit (+)/ (a) capital return on accounts emp-

were ' employed capital In terms loyees 
. flnaUsed Loss(-) Audit loss (-) employed 

comment or years 
(12/11) 

m (2) (3) (4) (Sl (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) 

AG RI CULTURE AND ALLIED SECTOR 

6 Kamataka State Co-operation 
Nov.57 

Warehousing 2003-04 2005-06 ~.88 - 990.00 3741.87 9246.86 656.63 7.10 1 2634.48 460 
Comoration 
Sectorwise Total 

257.88 0.00 990.00 3741.87 9246.86 656.63 - - - -
TOTAL B (all 
sectorwise Statutory 8937.55 60599.38 31724.21 275049.86 28874.34 10.50 - - -
Comorations) 

Grand total <A+B) 56605.06 1558680.78 164861.40 3962209.50 141185.06 3.56 - - { -
c NON WORKING GOVERNMENT COMPANIES 

AGRICULTURE AND ALLIED SECTOR 

I Kamataka Agro Agriculture & Sep. 67 2002-03 2003-04 -290.92 - 5590.41 -11803.85 -1619.22 -39.72 - 2 8982.39 Nil 
Industries Horticulture 
Corporation Limited 

2 Kamataka Agro Agriculture & Apr .75 2002-03 2003-04 233.92 - 60.93 -219.61 5.45 233.92 4292.11 I Under NIL 
Proteins Limited Horticulture liquidation 

since June 
2004 . 

3 The Mysore Tobacco Agriculture & Apr .37 2004--05 2005-06 -34.55 - 77.38 - 11 22.20 127.34 17.77 13.95 - - NlL 
Company Limited Horticulture 

Seclorwise total -91.55 5728.72 -13145.66 -1486.43 211.97 - - - -
INDUSTRY SECTOR 

4 Kamataka Small Commerce & Sep. 84 2003-04 2005--06 -61.98 - 171.00 286.65 457.08 -61.98 - I 1.08 12 
Industries Marketing Industries 
Comnnttion Limited 

5 The Mysore Lamp Commerce & Aug.36 2003--04 2005--06 -2468.94 - I 181.02 -17798.26 - 1592.26 -1016.66 - I 849.19 NlL 
Works Limited Industries 

6 Vijayanagar Steel Commerce & Dec.82 2004--05 2005-06 --0.92 - 1290.58 -6.76 1352.88 - - - 5 
Limited Industries 
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Annexures 

SL Sector and name or Name or Date or Period or Year In Net Net Paid-up Accumula- Capital Total Percentage Arrears Turn- Num-

No. company/ department lncorp- accounls which Profit(+) Impact capital led employed Return on or total of over beror 
corpontion ontloo • accounts or or profit (+')/ (a) capital return on accounts emp-

- were employed capital In terms loyees 
finalised Loss(·) Audit loss(·) employed -comment of years 

\ (12/11) 

m (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) Cl2) (13) (14) (15) (16) 

SUBSIDIARIES . 
7 The Mysore Commerce & Mar .66 2003-04 2004-05 -95.77 - 16.14 -311.72 -23.11 -4.05 . Under liquidation since Nil.. 

Cosmelics Limiled Industries September 2003 

8 Karnataka Telecom Commerce & July 85 2003-04 2004-05 5.01 - 300.00 -3610.93 -2923.17 5.00 . Under liquidation since Nil.. 
Limiled Industries April 2002 

9 The Mysore Chrome Commerce & Mar .40 2004-05 2005-06 -3.17 . 75.74 -1004.47 -524.42 -2.62 . Under liquidation since 50 
Tanning Company Industries December 2003 
Limiled 

10 Karnataka Tungsten Commerce & Dec.86 2002-03 2003-04 . . 0.01 - . - . 2 Nil.. Nil.. 
Moly Limited Industries -
Sectorwise Total -2625.77 3034.49 -22445.49 -3253.00 -1080.31 . . -
ENGINEERING SECTOR 

II NGEF Limited Commerce & Apr. 65 2002-03 2003-04 -15747.89 - 4650.70 -40885.00 9820.81 -15769.57 . Under liquidation since 50 
Industries December 2002 

12 Chamundi Machine Commerce & Oct. 75 2004-05 2005-06 -1.5 1 . 63.50 -794.92 -148.20 -1.50 - Under liquidation since Nil.. 
Tools Limited Industries February 200 I 

Sectorwise Total -15749.40 4714.20 -41679.92 9672.61 -15771.07 . . . 

TEXTILES SECTOR 

13 Karnataka Stale Commerce & Dec. 84 1998-99 1999-00 -87.78 - 50.00 -891.46 431.91 -47.09 . Under liquidation since Nil.. 
Textiles Limited Industries November. 1996 

.r 

Sectorwise Total -87.78 - 50.00 -891.46 431.91 -47.09 . - . 

FOREST SECTOR CSUBSIDIARIES) 

14 Karnataka Pulpwood Foresl Feb. 85 2003-04 2004-05 -143.66 - 125.00 -2402.44 -522.84 -143.38 . I 10.46 187 
Llmiled ecology and 

Environment 

15 The Karnatak State Forest Aug. 74 2004-05 2005-06 -45.06 . 100.00 -885.28 26.19 -45.06 . - - Nil 
Veeners Limited ecology and 

Environment 
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Audit Report (Commercial) fo r the year ended 31 March 2005 

SI. Sector and name or Name or Date of Period of Year In Net Net Paid-up Accumula- Capital Total Percentage Arrears Tum- Num-

No. company/ department lncorp- accounts which Profit (+) Impact capital led employed Return on of total or over her or 
corporation oration accounts or or profit(+)/ (a) capital return on accounts emp-

were employed capital In terms loyees 
finalised Loss(·) Audit loss(·) employed 

comment ofytan 
(12/11) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) 

16 The Mysore Match Forest 
May40 "!004-05 2005-06 -0.61 - 5.00 -26.00 -19.42 -0.61 . Under liquidation since NIL 

Company Limited ecology and August 2002 
Environment 

Sectorwise Total 
I 

-189.33 230.00 -3313.72 -516.07 -189.05 . - . 

CHEMICAL SECTOR . 
17 The Mysore Acetate Commerce & Dec.63 2002-03 2003-04 -45.90 . 1217.52 -2532.70 8.69 -85.94 . 2 44.31 78 

and Chemicals Industries 
Company Limited 

Sectorwise Total -45.90 . 1217.52 -2532.70 8.69 -85.94 . . . 

TOTAL C (Non -18789.73 14974.93 -84008.95 4857.71 -16961.49 - - . 
working 
Government 
companies) 

Grand Total 37815.33 1573655.71 80852.45 3967067.21 124223.57 3.13 . . 
(A+B+C) 

(a) Capital employed represents net fixed assets (including capital work-in-progress) plus working capital except in case or finance companies/corporations where the capital employed is worked out as a 
mean or aggregate or the opening and closing balances or paid up capital, Cree reserves, bonds, deposits and borrowings (including refinance). 

$ No profit and loss account prepared, only pre-operative expenditure. 
£ 

# 
Excess or expenditure over income capitalised . No profit and loss account prepared. 

No turnovers as the companies are engaged in development or social work. 
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SL 

No. . 

-

1 

A 

I 

2 

3 

4 

Annexures 

ANNEXURE-3 

Statement showing subsidy/grants received, guarantees received, waiver of dues, loans on which moratorium allowed and loans converted into equity during the year and 
subsidy receivable and guarantees outstanding at the end of March 2005 

(Referred to in Paragraphs 1.5 and 1.17) 
(Figures in columns 3 to 7 are Rupees in lakh) 

- Subsidy /grant received during the year Guarantees received during the year and outstanding at the end or the Waiver or dues during the year 
vear •• 

' Central State Others Total Cash Loans from Letters or Payment Total Loans lute- Penal Total Loans Loans 
Govern- Govern- credit other credit obligation repay- rest inte- on convert-

Name or PubUc meat meat from sources opened by under menl waived rest which ed Into 

Sedor adertaldDgs 
. banks banks In agreement written waived Morot- equity 

respect of with off orium during . 
the year Imports foreign allowed 

consultants 
. or . contracts 

' 2 
. 

3(a) 3(b) 3(c) 3(d) 4(a) 4(b) 4(c) 4(d) 4(e) S(a) S(b) S(c) S(d) 6 7 

WORKING GOVERNMENT COMPANIES - - -- ... 
- -AGRICULTURE AND ALLIED SECTOR 

Kamataka State . 167.00 - 167.00 . . . . . . . . . . . 
Agricultural Produce (Grants) (Grants) 
Process.ing and 
Export Corporation 
Limited 

-
INDUSTRY SECTOR ~ ... 1 l; ~ . 

Kamataka Leather . 145.00 - 145.00 
lndusuies (Grants) (Grants) 
Corooration Limiled 

The Mysore Paper . 3859.62 . 3859.62 - . . . - . 35.60 . 35.60 - . 
Mills Limited (Grants) (Grants) 

ENGINEERING SECTOR 

The Mysore . . . . 730.00 . . . 730.00 . . . . - . 
Eleclrical lndustnes (163.80) (163.80) 
Limited 
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Audit Report (Commercial) for the year ended 31March2005 

Subsidy /granl received during the year Guaraolees received during the year and outslaodiog al the end or the Waiver of dues during the year 
vear•• 

Central State Others Total Cash Loans from Letters or Payment Total Loans lute- Penal Total Loans Loam 
Govero· Govero· credit other credll obligation repay- rest lute- on COD Teri• 

SI. Name of Public meot meot from soun:es opened by under ment waived rest wbkb ed lolo 

No. Sector uodertaklop ba.W. banks In agreement wrilteo waived Morol· eqully 

- respect of with ofl' orium durlna 
r: 

Imports foreign allowed the year - ,, 
'l consultants 

~ or 
coo Inlets 

I 2 3(a) 3(b) 3(c) 3(d) 4(a) 4(b) .; 4(c) 4(d) 4(e) S(l) S(b) S(c) S{d) 6 7 

ELECTRONICS SECTOR 
, 

.._ 
5 Kamataka State 81.21 - - 81.21 - - - - - - . . - . . 

Electronics (Grants) (Grants) (6000.00) (6000.00) 
Development 
Corporation Limited 79.08 79.08 

(Subsidy) <Subsidv) 

HANDLOOM AND HANDICRAFTS SECTOR ..... 
6 The Karnntaka . 65.90 . 65.90 . . . . . . . . . - . 

Handloom (Project (Project (2703.87) (210.90) (29 14.77) 
Development subsidy) subsidy) . 
Corporation Limited 

73.23 73.23 

(Subsidy) (Subsidy) 

7 Kamataka State 20.40 32.64 . 53.04 . . . . . 
Handicraft (Grants) (Grants) (Grants) (92.67) (92.67) 
Development 
Corporation Limited 

FOREST SECTOR 

8 Kamataka Forest . . . . . . . . . . . . . . . 
Development (616.84) (616.84) 
Corporation Limited 

MINING SECTOR .• 

9 The Huui Gold . . . . . 1200.00 . . 1200.00 . . . . . . 
Mines Company (12.89) (12.89) 
Limited 

CONSTRUCTION SECTOR 

10 Kamataka Land . . . . . 480.00 . . 480.00 . . . . - . 
Anny Corporation (2080.00) (2080.00) 
Limited .... ~ 

-
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11 I Karnataka State - 5488:19 - 5488.19 - 3303.00 - - 3303.00 
Police Housing I 

(Grants) (25556.15) 
Corooration Limited 

(Grants) (25556.15) 

12 I Rajiv Gandhi Rural 172.98 100.00 - 272.98 - 6585.60 - - 6585.60 
Housing Corporation (Grants) (Grants) . (Grants) (73103.61) (73103.61) 

____ ,_Limited_. ____ ------. - -20230:16- ---- -·-20230~16-

(Project (Project 
subsidy) ·subsidy) 

13 I Kamataka Road 1 · 
-1 

- -
-1 -1 16000.00 I . -1 -1 

16000.00 
Development (48544.42) (48544.42) 
Corporation Limi.ted 

F<~->-t•l-rF;:::;;_ ~-'"'::'?2.ri 

lE'i\.~DEYEE<i: 

14 I Krishna Bhagya Jala - - - - - 11375.00 - - 11375.00 
Nigam Limited (332930.97) (332930.97) 

15 I Karnataka Neeravari - - - - - 30800.00 - - 30800.00 
Nigam Limited (118973.00) (118973.00) 

16 I Cauvery Neeravari - . - - - - 25000.00 - 25000.00 
Nigam Limit~d (50000.00) (50000.00)) 

17 I Karnataka Backward I 
-1 

532.85 - 532.851 

I 
100.00 I -1 -1 

100.00 
Classes Development (Grants) (Grants) (4478.93) (4478.93) 
Corporation Limited 

275.00 275.00 

(Project (Project 
subsidv) subsid ) 
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Audit Report (Commercial) f or the year ended 31March2005 

Subsidy /grant received during the year G uarantees received during the year and outstanding at the end of the Waiver of dues during the year 

- year •• 

Central State Others Total Cash Loans rrom Letters of Payment Total Loans lnte- Penal Total Loans Loans 
Govern- Govern- credit other credit obligation repay- rest inte- on convert-

SI. Name or Public ment ment from sources opened by under ment waived rest which cd into 

No. Sector undertakings banks banks in t>greement written wa ived Morot- equity 

respect or with off orium during 

imports foreign allowed the year 

consultants 
or 

contracts 

I 2 J(a) 3(b) 3(c) J(d) 4(a) 4(b) - 4(c) 4{d) 4(e) S(a) S(b) S(c) S(d ) 6 7 

18 Karnataka State 200.00 384. 15 . 584.15 . . - . - . . - - - . 
Women·s (Grants) (Grants) (Grants) 
Develop ment 
Corporation 

19 Knmata.ka Scheduled . 5926.03 . 5926.03 . - . . . . . - - . . 
Castes and (Grants) (Grants) (67 13.61) (6713.6 1) 
Scheduled Tribe; 
Development 
Corporation Limited 

20 The Kamataka . 700.00 . 700.00 . 500.00 . . 500.00 . . . . - . 
Minorities (Grants) (Grants) (2567.32) (2567.32) 
Development 
Comoration 

P UBLIC DISTRIBUTION SECTOR 

2 1 Kamata.ka Food and . . . . 28.00 . . . 28.00 . . - - . . 

I 
Civil Supplies (588.92) (588.92) 
Corporat ion Limited 

·-
SUGAR SECTOR -

22 Mysore S ugar . . . . 446.48 . . 446.48 . - . . . . 
Company Limited ( 166.00) (7207.76) (7373.76) 

POWER SECTOR "-

23 Kamat.aka Po "ler . . . . 11000.00 . . . 11000.00 . . - . . . 
Corporation Limited (11000.00) (65436.74) (76436.74) 

24 Visvcswaraya Vidyut . . . . . . - . . - . . . . . 
Nigam Limited (5477.28) (5477.28) 
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I Transi:nission 
·· Coi-Doration Limited 

·26 I Bangalore Electricity - 4664;18 - · 4664~18 I - I 711.67 I - I -I 71L67 
Supply Company (Grant) (Grant) (8667.85) (8667.85) 
Limited ---· 

27 I Hiibli Electricity 
- 8952.83 -. - - 8952.83 

(Grant)------(Grant) 
-Supp!JCompany 

83096.91 83096.91 
Limited (subsidy) (subsidy) 

28 I Mangalore i 
.. 3870.83 - 387Q.83 

I 
(Grant) (Grant) 

Electricity Supply 
27060.43 27060.43 

Company Limited (Subsidy) (Subsidy) 

29 I - .. -· . •. I - I 2903.37 - 2903.37 

(Project I (Project I I (17437.oo) I I I (17437.00) 
.and Development I Subsidy) Subsidy) 
Co oration Limited I 

474.59 ·37726.69. 0.00 38201.28 11758.00 71501.75 25000.00 0.00 108259.75 I o.oo I 35.60 I o.oo I 35.60. I o.oo I 0.00 
(Grants) (Grants) (Grants) (14622.59) (726107.94) (50000.00) (790730.53) 

TOTAL A 79.08 21505.06 21505.06 
(All sectorwise (sul:sidy) ·(Project (Project 
Government. subsidy) : subsidy) 
companies) 158499.64. I 158578.72 

(Subsidy) (Subsidy) 
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Audit Repon (Commercial) for the year ended 31March2005 ~· 

Subsidy /grant recelnd during the year Guarantees received during the year and outstanding at the end of the Waiver of dues during the year 
vear •• 

Central State Otbus • Total Cash Loans from Letters of Payment Total Loans lnte- Penal Total Loans Loans 
Govern· Govern· credit other credit obligation repay· rest lnte· on COnYerl• 

SL Name or Public ment ment from sources opened by under ment waived rest which ed Into 

No. Sector undertaklllgs banks banks ln agreement written waived Morot· equity 

respect of with off orium during 
~ the year 

Imports foreign ' 
allowed 

' consultants ' 
or ~ 

l , 
-

contracts 

1 2 '~. 3(a) 3(b) 3(c) 3(d) 4(a) 4(b) 4(c) 4(d) 4(e} 5(a) 5(b) 5(c) S(d ) 6 7 

B. WORKING STATUTORY CORPORATIONS 
TRANSPORT SECI'OR L, .:J 

·~ 
\. 

I. Kamataka State - 6353.20 - 6353.20 . . - . - - - - - -
Road Transport (Subsidy) (Subsidy) 
Corporation 

2. Bangalore - 3621.04 - 3621.04 - - - . - - - - - - . 
Metropolitan (Subsidy) (Subsidy) 
Transpon 
Corporation 

3 North Western . 2786.28 - 2786.28 - 264.00 . - 264.00 . . . . . . 
Kamataka Rgad (Subsidy) (Subsidy) (264.00) (264.00) 
Transpon 
Corporat ion 

4 North Eastern - 1120.67 . 1120.67 . - - . 
Kamataka Road 

- - . - - - -
Transpon (Subsidy) (Subsidy) 

Corporation 

FINANCING SECTOR 

5 Kamataka State - - - . - - - . - . - - - . . 
Financial (50872.68) (50872.68) 
Corporation 
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6 I Kamataka State . " 266.41 - 266.41 - 438:95 - -. 438.95 
Warehousing (Subsidy) (Subsidy) (634.72) (634.72) 
Corporatioµ .. 

. . - ~~ ... ---· - -· - . t· .- '\ 

... 

TOTALB(all 0.00 14147.60 0.00 14147.60 0.00 702.95 0.00 0.00 102.95 I o;oo I · o.oo I o.oo I o.oo I o.oo I 0.00 
sector wise (Subsidy) · (Subsidy) (51771.40) (51771.40). 
Statuwry 
Corporations) 

• 
Gra111d Total 474.59 37726.69 ·O.QO 38201.28 11758.00 72204.70 25000.00 0.00 108962.70 0.00 35.60 0.00 35.60 0.00 0.00 

-~ 

(14622.59) (A+B) ((;rauts) (Grants) ---~-(Grants) (777879.34) (50000.00) (842501.93) 

79.08 21505.06 21505.06 

(Subsidy) (Project .· (Project 
subsidy) . subsidy) 

172647.24 172726.32 

(Subsidy) (Subsidy) 

(90.89) (90.89) 

.<) 

U3 
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Audit Report (Commercial) for the year ended 31 March 2005 

Subsidy /grant received during the year Guarantees received during the year and outstanding at the end or the Waiver or dues during the year 
vear •• 

Central State Others Total Cash Loans from Letters of Payment Total Loans lnle- Penal Total Loans Loans 
Govern- Govero- credit other credit obligation repay- res I inle- on convert-

SI. Name of Public ment ment from sources opened by under ment waived rest which ed Into 

No. Sector undertakings banks banks in agreement written waived Moro!- equity 

respect or with off orium duri.ng 

imports foreign allowed the year 

consultants 
or 

contracts 

1 2 3(a) 3(b) 3(c) 3(d) 4{a) 4(b) 4(c) 4(d) 4(e) 5(a) 5(b) 5(c) 5(d) 6 7 

INDUSTRY SECTOR 

2 The Mysore Lamp - - - - 1400.00 - - - 1400.00 14.00$ 14.00$ - -
Works Limited 

- -
(698.00) (698.00) 

Grand Total (C) 0.00 0.00 0.00 0.00 1400.00 - 0.00 0.00 1400.00 0.00 14.00 0.00 14.00 0.00 0.00 

(698.00) (90.89) (788.89) 

Gra nd Total or 474.59 37726.69 0.00 38201.28 13158.00 72204.70 25000.00 0.00 I 10362.70 0.00 35.60 0.00 35.60 0.00 -
(A+B+C) (Grants) 

(Grants) (Grants) 
(15320.59) (777970.23) (50000.00) (843290.82) 14.005 14.005 

79.08 
(Subsidy) 21505.06 21505.06 

(Project (Project 
subsidy) subsidy) 

172647.24 172726.32 

(Subsidv) <Subsidvl 
Note: 

Except in respect of companies and corporations, which finalised their accounts for 2004-05 
(SI.no. A- l ,4,S,6,7,9,11to 23,25,27,28, B-1,2&5) figures are provisional and as given by the companies/corporations. 

•• Guarantees outstanding at the end or the year is shown in brackets . 

$ Guarantee commission waived. 
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[ANNEXURE4 
(Refetred lto in Paragraph 1.7) 

Annexures 

Statement showing rnlancial position of Statutory corporatfto:ns 
. I . 

I 

I 

I 
I 

• Excluding depreciation fund. I - . 
# Capital employed represel\ts n~t fixed assets (including capitai works-in-progress) JPl!us 

working tapital. I · 
! 
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Audit Repon (Commercial) for the year ended 31 March 2005 

2. 

SI. 
No. 

A. 

B. 

c. 

' 

Bangalore Metropolitan Transport Corporation, Bangalore 
(R upees m crore 

Particulars 2002-03 2003-04 2004-05 

-
Liabilities 

Capital (including capital loan and equity 64.72 64.72 64.72 
capital) 

Borrowings (Government) 0.72 0.12 -

(Others) 40.07 34.97 28.93 

Funds· 22.14 103.43 197.2!'.l 

Trade dues and other current liabilities 52.39 ) 8.56 64.02 
(including provisions) 

Total 180.04 262.40 354.91 

Assets 

Gross Block 229.90 279.71 379.67 

Less : Depreciation 110.46 124.00 152.53 

Net fixed assets 119.44 155.71 227. 14 

Capital works-in-progress (including cost 6.80 33.49 27.01 
of chassis) 

Current assets, loans and advances 53.20 72.52 100.32 

Deferred Cost 0.60 0.68 0.44 

Accumulated losses - - -

Total 180.04 262.40 354.91 

Capital employed ' 127.05 203.16 290.45 

Excluding depreciation fund. 
Capital employed represents net fixed assets (including capital works- in- progress) plus 
working capital. 
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Annexures 

3. 
. . I . . . 

North Western Karn~taka Road Transport Corporation, Hu.bin 
I 

:t~~~ 
A. Liabilities 

I 
Capital (including capital loan and equity 93.64 
ca ital I · 

93.64 102.63 

I 
Borrowings (Government) i 1.05 1.05 1.05 

. (Others) I 105.93 111.86 121.92 
i 

Funds· i· 
19.83 22.04 24.76 I 

Trade dues and other curretlt liabilities 116.09 110.86 120.03 
(includin rovisions i 

Total 336.54 339.45 370.39 

B. Assets 

Gross Block 345.99 358.21 377.61 

. Less: Depreciation . 215.37 221.76 236.85 
. I 

Net fixed assets (Goodwill): . 130.62 136.45 140.76 
I 

Capital works-in-progress (including cost 8.32 11.84 8.99 
of chassis) I 

Current assets, loans and advances 91.85 75.72 56.55 
i 

Deferred revenue ex endihire 0.38 0.38 0.41 

Accumulated losses I 105.37 115.06 163.69 

Total 336.54 339.45 370.39 
c. Capital employed # 114.70 113.15 86.30 

I 
\ 

I 
i 

# 
Excluding depreciation fund. ! .· . 
Capital employed represents 1iet fixed assets (including capital works- in- progress) plllls 
working capital.· I • · · · ·· . . 
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i · Audit Report (Commercial) for the year ended 31March2005 

. i 
I 

41. No:rtlll Easterl!ll Karnafaka Road T:ransport Corporation? Gullbarga 
· · (Ru ees in ciroire) 

se f·~;f2.oo~~.~s~::,;:l:: 
N.60 'X rovisiona11~ 

Borrowin s (Government) 

(Others) 

Funds* 

Trade dues and other current 
liabilities (includin rovisions) 

· Total 

B. Assets 

Gross Block 

Less: De reciation 

Net fixed assets 

· Capital works~in-progress (including 
cost of chassis) 

Investments 

Current assets, loans and advances 

Deferred revenue· ex enditure 

Accumulated losses 

Total 

C. · Capital employed. n 

* Excluding deprecia~ion fmrnd. · 

83.50 

0.87 

60.48 

14.43 

79.26 

238.54 

189.09 

135.64 

53.45 

7.23 

0.05 

39.60 

0.35 

.137.86 

238.54 

21.02 

83.50 92.50 

0.87 0.87 

44.47 36.14 

17.63 20.69 

93.41 136.77 

239.88 286.97 

184.62 178.72 

132.15 136.56 

.... 52.47 42.16 

6.02 12.15 

0.05 0.05 

30.03 41.02 

0.55 0.52 

150.76 191.07 

239.88 286.97 

H4.89 H 41.44 

# Capitai employed 'irepreseJilltS net fl!Xecl assets (including ca'pital works~ in-progress) pluns 
working capital. - · · 
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5. Karnataka State Financia:l Corporation·, Bangalore 
. . I . 

A. Liabilities 

B. 

c. 

Paid u ca ital 97.85 97.85 97.85 

Share a lication mone i 26.83 26:83 26.83 
. . . I 

Reserve fund and other reserves !and sur lus 4.25 4.25 4.25 

Borrowin s ' 

i) Bonds and Debentures . 743.84 713.85 739.45 

ii) Fixed De osits 14.51 14.61 24.85 

iii) Industrial Development BarJ of India 1088.82 1084.46 945.12-
& Small Industries Developclent Bank .. 
of India · .· · I 

iv) Reserve Bank oflndia 30.05 29.11 0.00 

v) Loan towards Share Capital-!Industrial 9.18 9;13 9.18 
Develo ment Bank of India I 

(vi) Others (including State Gov~rnment) 159.77 56.63 145.75 

Other liabilities· and Provisions I 479.13 421.15 486.11 

Total I 2654.23 2457.92 2479.39 

Assets 

Cash and Bank balances 61.69 61.06 133.52 

Investments 83.98 77.70 70.09 

Loans and Advances 1831.63 1635.26 1589.13 

Net fixed Assets 11.18 9~63 9.00 

Other assets 51.24 60.64 66.76 

Miscellaneous ex enditure 614.51 613.63 610.89 

Total 2654.23 2457.92 2479.39 

2225.27 2100.84 2010.78 

' 

* . Capital. ~mploy~d repres~nts •the l"ean :f th~ aggr~~ate of opening. and dosing ·~afances of 
paid-llIJP capita], loans in lieu of '1capitaH, seed money, debentures, reserves (other than 
those which have been fimded specifically and backed by investments outside), !bonds, 
deposits and borrowings (indudin:g refinance). 
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I Audit Report (Commercial) for the year ended 31 March 2005 

I 
I 

I 
6. · Karnataka State Warehousing Corporation, Bangalore 

' 
A.' Liabilities 

Paid-u ca ital 9.90 9.90 

Reserves and Su lus 31.70 37.37 

Borrowings (Government) 12.80 12.80 

(Others 3.20 2123 

I Trade dues and Current liabilities 16.03 20.07 
(including rovisions) 

! Total 73.63 101.37 

B. Assets 

Gross block 36.74 58.60 

Less: De reciation 4.92 5.88 

Net fixed assets 31.82 52.72 

Ca ital work-in- rn ess 21.40 . 24.28 
. j 

0.12. Investment 0.12 

Current assets, loans and advances 20.16 24.25 
i Miscellaneous 0.13 

Total 73.63. 101.37 
! 

Capital employed •• · c. 57.35 81.18 

9.90 

40.11 

12.80 

29.77 

19.63 

112.21 

87.33 

7.16 

80.17 

3.44 

0.12 

28.48 

112.21 

92.46 

Capital employed represents net fixed assets, (including capital work-in-progress) 

l 
I 
I 
I 

plus working capital. · · · 
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tNNEXURE 5 
(Refer~ed to in Paragraph 1.7) 

I 

Statement shown1rng w+k!ng results of Statutory corporations 
! 

Karnataka State Road!. Jrainsport Corporation, Bangalore 

i 

Operating: 

a) Revenue 680.63 749.16 

b) Expenditure 651.92 716.58 

c) Surplus(+) I Deficit(-) (+) 28.71 (+) 32.58 

Non-operating: 

· a) Revenue 47.18. 41.67 

b) Expenditure 45.92 40.80 

c) Surplus (+)/Deficit(-) (+) 1.26 (+) 0.87 

I 

Total I 

a) Revenue I . 727.81 790.83 
I 

697.84 757.38 b) Expenditure 1 

c) Net prior period Expenses/crekits(-) (-)2.77 7.58 
I 

c Net rofit (+)/Loss(-) 
I 

(+) 32.74 +) 25.87 I 

Interest on ca ital and loans I 25.83 17.57 

58.57 43.44 

42.61 29.16 

I 
i 

Annexures 

798.99 

830.99 

(-) 32.00 

96.47 

36.65 

(+) 59.82 

895.46 

867.64 

(+) 1.19 

26.63 

13.11 

39.74 

15.99 

Return on capital employed repr~sents net surplus/deficit plus total interest-charged to 
profit & loss account (less intere~,t capitalised) 
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Audit Reporl (Commercial) for the year e1ided 31March2005 

2. Bang~lore Metropolitan Transport Corporation, Bangalore 

SW 
:.#6. 

1 · Operating: 

a) Revenue 

b) Expenditure 

c) Su lus (+)/Deficit (-) 

2 . Non~operating: 

·a) Revenue 

b) Expenditure 

. c) Su lus (+)/Deficit(-) 

3 Total 

a) Revenue 

b) Expenditure 

c) Net prior period Expenditure . 

' d) Net rofit (+)/loss (-) 

4 Interest on ca ital and loans 

5 

6 

~ 

341.97 

331.24 

(+) 10.73 

31.36 

14.44 

(+) 16.92 

373.33 

345.68 

(+).27.65 

5.45 

33.10 

26.05 

(Ru ees in crore) 

441.16 506.18 

397.06 479.52 

(+) 44.10 (+)26.66 

45.06 66.01 

' 9.02 12.66 , . 

(+)36.04 (+)53.35 

. 486.22 572.19 

406.08 492.18 

(+) 80.14 (+) 80.01 

3.34 1.85 

83.48 81.86 

41.09 28.18 

* Return on caplitall emplloyecl! represen.ts n.et surpluns/deficit plus total interest charged! to 
profit & loss account Oess iirnterest capitalised) 
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Annexures 
I 

I 
North Western Karnataka Road.Tiranspo:rt Co:rporatfton, Hulbli . · 

I · · (Ru ees fan. iciroire) 

r{iliB.~tt~~~~l 
OpeJrating: 

a) Revenue 507.83 543.67 556.76 

b) Expenditure . 517.43 567.11 619.83 

. c) Surplus (+)/deficit(-) (-) 9.60 (-) 23.44 H 63.07 

2 

3 

4 

5 

6 

Nonmoper~ting : 

a) Revenue 

b) Expenditure 

c) Surplus (+)/deficit (-) 

Total 

a) Revenue 

b) Expenditure 

c) Net rofit (+)/loss(-) 

I 

I 
I 

48.67 

26.79 
. ' 

(+) 21.88 

556.50 

544.22 

(+) 12.28 

13.51 

25.79 

22.48 

I 
1. 

I 
~~~-'-~~~~-'------,--.~ I . • 

41.21 45.04 

27.46 30.59 

(+) 13.75 (+) 14.45 

584.88 601.80 

594.57 . 650.42 

(-) 9.69 (-) 49.42 

10.50 8.81 

0.81 (-)40.61 

0.72 

* . Return on· capital empl~yed reptesents net surplus/deficit plus total interest charged to 

Profit and .loss account (less inte~est capitalised) . . . ' . I . 
I 

I · 123 
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Audit Report (Commercial) for the year ended 31 March 2005 

4. North Eastern Karoataka Road Transport Corporation, Gulbarga 

SI. 
I No. 

I 

2 

3 

4 

5 

6 

<Ruoees in crore) 
I 2004-05 

Particulars 2002-03 2003-04 
' (provisional) 

Oper ating : 

a) Revenue 264.33 307.49 324.7C 

b) Expenditure 283.92 322.75 371.7C 

c) Surplus (+)/deficit (-) (-)19.59 (-)15.26 (-) 46.9e:! 

Non-operating : 

a) Revenue 19.25 16.91 21. 1= 

b) Expenditure 13.95 12.39 10.5-

c) Surplus (+)/deficit(-) (+)5.30 (+)4.52 (+) 10.6 

Total 

a) Revenue 283.58 324.40 345.8 

b) Expenditure 297.87 335.14 382.2 

c) Net prior period Expenditure 0.69 2.16 3.9-

c) Net profit (+)/loss(-) (-) 14.98 (-) 12.90 (-) 40.3-

Interest on capital and loans 7.51 5.07 2.9-

Total return on Capital employed· (-)7 .47 (-)7.83 (-) 37.3-

Percentage of return on capital employed - -

Return on capital employed represents net surplus/deficit plus total intere t charged to 
profit and lo s account (less interest capitalised) 
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Annexures 

5. Karnataka State Financial Corporation, Bangalore 

(R u pees m crore ) 

SI. Particulars ~· 2002-03 2003-04 2004-05 
No. 

-· r 

1 Income 

a) Interest on Loans 181.05 207.98 205.3 1 

b) Other Income 18.34 24.00 12.64 

Total (1) 199.39 231.98 217.95 

2 Expenses 

a) Interest on long term and short 238.89 187.40 176.70 
term loans 

b) Other Expenses 53.47 45.59 40.46 

c) Provision for non performing 44.77 (1.88) {l .95) 
assets 

Total (2) 337.13 231.11 215.21 

3 Profit (+)/Loss(-) before tax {1-2) (-)137.74 (+) 0.87 (+) 2.74 

4 Provision for tax - - -

5 Other appropriations - - -

6 Amount available for dividend - - -
7 Dividend - - -

8 Total return on Capital Employed 101.15 188.27 179.44 

9 Percentage of return on Capital 4.54 8.96 8.92 
employed 
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Audit Report (Commercial) for the year ended :fl March 2005 

Kairnataka State Warehousing Corporation, Bangalore 

'.'SliJ'.; 
':&Ji 

1 

2 

3 

4 

5 

6 

7 

8 

Income: 

a) Warehousing charges 

b) Other income 

Total (1) 

Expenses: 

a) Establishment charges'· 

b) Other expenses 

Total (2) 

Profit before tax 

Provision for tax 

Amount available for dividend 

Dividend for the ear 

Percentage of return on 
em lo ed 

Capital 

126 

21.42 

3.46 

24.88 

5.75 

9.72 

15.47 

. 9.41 

0.06 

9.35 

0.45 

10.87 

18.95 

(Ru ees in crore) 

22.54 

2.37 

24.91 

5.87 

9.95 

15.82 

9.09 

3.30 

5.79 

0.75 

9.73 

11.98 

24.65 

1.69 

26.34 

6.13 

17.69 

23.82 

2.52 

2.52 

0.26 

'6.57 

7.10 



Annexures 

I 

IANNEXURE· 6 
. (Referf ed to in Paragraph 1.12) 

Statement showing operational performance of Statutory corporations 

Working Statutory corporatijns . 
t 

· 1. Karnataka State Road !Transport Co.l'poration, Bangalore 

Avera e number of vehicles held 4259 4396 4567 

Avera e number of vehicles on road 4053 4189 4347 

Percenta e of utilisation of vehicles 95.2 95.3 95.2 

Number of em lo ees 23655 23626 24989 

Em lo ees vehicle ratio I 5.55 5.37 5.47 
I 

4876 Number of routes o erated at the end 0f the ear 4501 4608 

Route kilometres I 362725 380964 398380 

Kilometres covered (in lakh) - Own btses onl 
I 

a) Gross I 5466.41 5428.04 5608.62 

b) Effective 5366.23 5276.00 5445.90 

c) Dead 100.18 152.04 162.72 
I 

Percenta e of dead kms. to ross kilometres · L.83 2.80 3.00 

Avera e kilometres covered er bus ~r da 362 367 367 

Average operating revenue per kilometre (in paise) 1361.40 1406.80 1541.30 
Increase in operating revenue per /kilometre over 44.10 45.40 134.50 
previous year's income 1 

I (3.35) (3.33) (9.56) 
( er cent) I 

Average expenditure per kilometre (p~se) 1300.40 1360.80 1495.50 

Increase in operating expenditure pe~ kilometre over 14.90 60.40 134.70 
previous year's expenditure 

1 (1.16) (4.64) (9.90) I 

( er cent) I 

Profit/Loss er kilometre ( aise) 61.00 46.00 . 45.80 

48 49 50 
I 

0:5 Avera e number of breakdowns er lakh kilometres 0.9 0.5 ;;_· 

Avera e number of accidents er lakh lkilometres 0.17 0.16 0.17 

Pas sen er kilometres o erated (in crore) 2089.75 2169.31 2291.25 

I 68.44 69.7 70.7 

Kilometres obtained per litre of : 

Diesel oil 5.02 5.08 5.38 

En ine oil 2626 -,_4128 6678 
\. 

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

2. Bangalore Metropolitan Transport Corporation, Bangalore 

~1~W§,\\i~~~~p~; 1'.r~~~\~"~g~~2~E:;;;~~~~0~ 
Average number of vehicles held 2372 2515 3048 

h. verage number of vehicles on road 2253 2409 2863 

Percentage of utilisation of vehicles 95.00 95.80 93.90 

Number of emplovees 14367 15615 17759 

Employees vehicle ratio 6.06 6.21 5.60 
i 

Number of routes operated at the end of the year ·NA 1523 1690 

Route Kilometer.s 26959 31821 35371 

Kilometers operated (in lakh) - Own buses only 

~)Gross 1923 2075 2484 

b) Effective 1867 2022 2400 
i 
c) Dead 56 53 84 

Percentage of dead kms. to gross Kilometers 2.90 2.60 3.38 
I 

Average Kilometers covered per bus per day 227 229 23Q 

f..verage operating revenue per kilometre (in paise) 1684.91 1869.67 1924.31 
Jncrease in operating revenue per kilometre over 

215.51 184.76 54.64 
previous year's income 
I 

(per cent) 
(14.67) (10.97) (2.92) 

Average expenditure per kilometre (paise) 1560.13 1561.50 1655.22. 

Increase in operating expenditure per kilometre over 127.03 1.37 93.72 
previous year's expenditure (8.86) ·{0.09) (6.00) 
(per cent) 

Profit/Loss per kilometre (paise) 124.78 308.17 269.09 

Number of operating depots 20 24 24 

. Average number of breakdowns per lakh kilometres 1.50 1.20 1.20 
I . • 

Average number of accidents per lakh kilometres 0.22 0.23 0.18 

Passenger kilometres operated (in crore) 785 893 1275 

bccupaiicy ratio 67.80 69.00 67.00 

Kilometers obtained per liter of: 

Diesel oil 4.60 4.76 4.74 

! 
Engine oii 1 · 988.80 1099.00 1258.70 

· ' NA: Not available. 
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. . i . . 
North Western Karnafaka Road Transport Corporation, Hubli 

I 

3. 
I . 

~==~~=' 

Avera e number of vehicles held 
! 

Avera e number of vehicles on road i 

Percenta e of utilisation of vehicles [ 

Number of em lo ees 

Em lo ees vehicle ratio 
' 

Number of routes o erated at the endi of the ear 

Route kilometres [ 

Kilometres o erated (in lakh) - Own buses onl 

a) Gross 

b) Effective 

c) Dead 

Percenta e of dead kms. to ross kildmetres 
' 

Avera e kilometres covered er bus 1 er da 

Average operating revenue per kiloketre (in paise) 
Increase in operating revenue per j kilometre over 
previous year's income I 

( er cent) : 
I 

Average expenditure per kilometre. (paise) 
! 

Increase in operating expenditure per kilometre over 
previous year's expe".nditure j 

( er cent) · i 
I 

Profit/Loss er kilometre I 

I 

Avera e number of breakdowns er lakh kilometres 
I 

Avera e number of accidents er Jakh kilometres 
I 

Passen er kilometres o erated (in crore) 

I 

Kilometres obtained per litre of: 

Diesel Qil 

En ine oil 

1 · 129 

! 

3579 

3440 

96.10 

20812 

5.82 

5493 

429700 

4447.84 

4381.68 

66.16 

1.49 

348.90 

1262.30 

151.20 

(13.61) 

1234.50 

56.90 

(4.83) 

(+) 27.80 

46 

1.22 

0.14 

1887.75 

71.80 

5.13 

892.40 

3590 

3415 

95.10 

21330 

5.94 

5523 

433228 

4433.56 

4361.41 

72.15 

1.63 

349.00 

1269.20 

6.90 

(0.55) 

129020 

55.70 

(4.51) 

(-) 21.00 

48 

0.10 

0.14 

1948.31 

74.50 

5.35 . 

"1024.20 

3290 

3150 

95.30 

20507 

5.55 .. 

5594 

440922 

3869.70 

3794.62 

75.08 

1.60 

341.00 

1326.19 

56.99 

(4.49) 

1370.55 

. 80.35 

(6.23) 

44.36 

48 

0.12 

0.15 

1658.60 

73.10. 

5.36 

1036.00 



Audit Report (Commercial) for the year ended 31March2005 

4. North Eastern Karnataka Road Transport Corporation, Gulbarga 
•. 

llt~~1t~f ~~f k t<;s;:·:!J""~~~1i~~r~~f~~!.,~~;_R{fA!~1i{\K]~:[g~··''';}g ••,;.: ., ... "·'·):)·'.(~':;;"iff:{J~;;~:r;~::ht.'i;'.,\'./.i: ~\1~~~~~~~\'.~"I: ~s[~\n%f~,t~~i~ii1 I t~iT t~~r2~~l;1· 
Average number of vehicles held 2070 1934 2386 

Average number of vehicles on roack. 1915 1818 2291 

Percentage of utilisation of vehicles 92.50 94.00 96.00 

Number of employees 11343 10943 10410 

Empioyees vehicle ratio 5.48 5.66 4.36 

Number of routes operated at the end of the 2436 2532 2888 
,year 

Route Kilometres. 232000 226605 235544 

Kilometres operated {in lakh) -Own buses only 

a) Gross 2201 2052 1759 

b) Effective · 2155 2007 1718 

c) Dead 46 45 41 

Percentage of dead kms. to gross kilometres 2.09 2.19 2.40 

Average kilometres covered per bus per dav 309.00 321.00 316 

Average operating revenue per kilometre (in 1134.60 1161.90 1230.10 
paise) 

Increase in. operating revenue per kilometre 59.00 27.30 68.20 
over previous year's income 

(per cent) 
(5.49) (2.41) (5.87) 

Average expenditure per kilometre (paise) 1249.60 1274.60 1384.70 

Increase irt operating expenditure per 26.80 25.00 110.10 
kilometre over previous year's expenditure (2.19) (2.00) (8.64) 
(per cent) 

Profit/Loss per kilometre (-) 115.00 (-) 112.70 (-) 154.60 

Number of operating depots 27 28 .29 

A vera:ge number of breakdowns per lakh 3.30 2.20 0.22 
kilometres 

Average number of accidents per lakh 0.13 0.12 0.14 
kilometres 

Passenger kilometres operated (in crore) 
v 
< 719.77 946.03 1000.46 . 

Occupancy ratio 71.50 70.00 72.80 

Kilometres obtained per litre of: . 
Diesel oil 4.97 5.38 5.44 

·Engine oil 870.00 3817 1109 

130 



5. Kairnataka State Finanbna1 Corporation, Ballll.galore 

~.pplications pending at the 

A lications_,n;ceived ...... 
"'" Total 

A lications sanctioned 

Applications cancelled/ 

withdrawn/rejected/reduced 

Applications pending atthe 

close of the year 

Loans disbursed 

Loan outstanding at the close 
of the ear 

Amount overdue for recovery 
at the close of the year : 

a) Principal 

b) Interest 

Total 

Amount involved in 

recovery certificate cases -

Percentage of overdue to the 
total loans o_utstanding 

80 
! 

f1397 

(11477 

11345 

I 

I 

I 
I 

I 
I 

85 

47 

-

-

-

-

27.11 

433.59 

460.70 

333.03 

117.78 

15.89 

261.25 

2617.18 

675.34 

1664.15 

2339.49 

1121.86 

25,88 

I 131 

I 

47 15;89 

1382 392.55 

1429 408.44 

1307 299.69 

60 71.05 

62 37.70 

1126 242.86 

- 1576.75 

. 718.54 

- 1980.47 

- 2699.01 

858.24 

45.57 

Annexures 

.._.•r 

62 37.68 

1319 391.01 

1381 428.3~ 

1242.00 241.75 

77 i62.19 

62 24.75 

992 239.83 

1455.74 

630.16 

2300.52 

- 2930.68 

1025.19 

43.29 
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Audit Rep[J[:t"'(Commercial)for the year ended 31March2005 

6. Kall."nataka State Warehousing.Corporation, Bangalore 

Number of stations covered 107 109 

Storage capacity created up to the end of the year 
(tonne in lakh) 

a) Owned 
3.29 3.46 

b) Hired 3.73 3.07 

Total: 7.02 6.53 

Average capacity utilised during the year (tonne in 6.40 5.44 
lakh) 

Percenta e of utilisation 91.16 83.30 

er ear (Ru ees) 281.25 414.34 

170.31 290.81 

132 
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2.42 

6.47 

4.35 

65.50 

566.67 

546.21 
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ANNEXURE 7 

(Ref errecll to in Paragraph 1.28) 

Statement showing paid-up capital, investment and summarised working results of 619-B companies as per their latest finalised accounts 
' . . . . -

Karnataka, I Working J 2004-05 I 3.24 I 1:35 I -- I 0.62 I o.68, 1 I -- J, 1.34 I -- I 6.85 J. 337 I -- I 7.47 . I o.s1 , r ' 4.72 
State Seeds 

·f··· i I Corporation 
I I I I (41.67 I 

(19.14 per 
Limited per cent) cent) 

--·--z-1 Karnataka 
----· --·-

Working 2004-05 0.50 -- 0.50 

I 
--

I 
--

I 
--

I 
--

I 
--

I 
--

I 
--

I 
--

I 
o.so I -- I (+) I ' (+) 0.29 

Asset . '. o.o5· 
Management (100 
Company per 
Private cent) 
Limited 

3 I Karnataka Working 2004-05 0.01 -- O.Ql -- -- -- -- -- -- -- -- O.Ql -- (a) I (b) 

Trustee (100 
Company per 
Private cent) 
Limited 

4 I Food Working 2004-05 I o.rn I 0.05 -- -- -- -- -- -- -- -- o.o5 I -- I I 0.06 I 0.04 
Karnataka (equity) 
Limited (50 per 7.50 

cent) (grants) 

, (a) lP'ro!tU for tbe year Rs.H,387 
Cbl Accumuiated profit - Rs.20, 706 
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4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

ANNEXURE-8 

(Referred to in Paragraph 2.1.8 ) 

Statement showing Hist of Schemes operated by social wellfare companies 

Land Purchase Scheme 

Ganga Kalyana Scheme 

Self-Empl'oyment 
Programme 

Devadasi 
Programme 

Rehabilitation 

Safai Karamacharis 
Rehabilitation Programme 

l\1argin l\1oney 
Schemesffenn Loan/ Direct 
Loan sponsored by Central 
Agencies like NSCFDC, 
NSTFDC, NBCFDC, 
NMDC,NHFDC 

Job-oriented 
Programme 

Training 

Educational loan (Arivu) 
Schemes 

Udyogini Scheme 

Women Training Programme 

Urban Stree Shakti Scheme 

NORAD Scheme (Centrally 
Sponsored) 

Swashakti Project (World 
Bank assisted scheme) 

Yes 

Yes Yes ·Yes 

Yes. 

Yes Yes 

Yes 

Yes Yes Yes 

Yes 

·Yes 

Yes 

Yes 

Yes 

.Yes 

Yes 
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I ANNEXURE ~ 9 . 
(Referred fo in Paragraph 2.1.8) 

I 

Annexures 

Statementof physical and f:mancfal ~rgets set and achievements recorded for the five yearn 
in Social welfare companies i · 

Karnataka Scheduled Castes and Scheduled! Tribes Development Corporation Limited 
, I . 

2000-01 4,495.00 I 25,283 7,870.68/(175.00) 

2001-02 12,773.79 I 28,655 5,584.39/(43.71) 
I 

2002-03 9,152.13 1
1 18,161 6,227.75/(68.04) 
I 

2003-04 10,666.46 [ 25,369 5,484.87 /(51.42) 

2004"05 5,669.40 122,380 5 ,532.60/(97 .58) 

·he Karnataka Minorities Developm~nt Corporation Limited 
. ' 

2000-01 1,698.00 

2001-02 2,470.35 

2002-03 1,470.00 

2003-04 4,108.90 

2004-05 1,737.50 

I 8,678 I 

I 

113,713 

I 12,696 

! 9,989 
I 

i 9,035 
I 

1,476.18/(86.94) 

.. 1.565.23/(63.36) 

. 1,575.20/(107.15) 

1,405 .46/(34.20) 

1,428.64 I (82.22) 

Karnataka Backward CI.asses Develo~ment Corporation Limited 

2000-01 2,202.66 112,650 2,290.07/(103.96) 

2001-02 . 2,610.98 '. 11,705 2,378.86/(91.10). 

20Q2-03 2,406.00 j 17,895 3,160.06/(131:34) 

. 2003-04 . 2,973.04 [ 12,869 3,031.36/(101.96) 

2004-05 2,109.84 i 12,515 2,432.69 /(115.30) 
. I 

Karnataka Women Development Co..Poration 
I 

2000~01 241.64 I 2,115 235.57/(97.48) 

2001-02 238.00 I 3,398 246.98/(103.77) 
I 

2002-03 313.10 1. 3,727 271.17 /(86.60) . 

2003-04 325.00 : 5,581 302.87 /(93~19) 
I 

2004-05 480.05 [28,739 450.97 I (93.32) 

; 

i 

135 . 

21,154/(83.61) 

20,035/(69.91) 

17,974/(98.97) 

26,737/(105.00) 

17 ,165/(76.69) 

10,869/(125) 

9,961/(72.64) 

11,173/(88) 

7,981/(79.9) 

7,282 /(80.60) 

14,793/(116.94) 

12,982/(110.~0) 

22,938/(1~8.18) 

14,093/(109.51) 

12,390 I (99.00) 

3,115/(143.21) 

3,070/(90.34) 

4,520/(121.27) 

6,189/(110.89) 

~5,117 I (122.19) 
~ 
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. ANNEXURE - 10 
. (Referred to in Paragiraph 2.1.9) 

Statement showing un~utilised funds in Sod.al welfare companies 
(R . I kb) uoees m a 

I'·~····· (%~!~'.~;~~--i~~f~;.;q~m:::~~'.~:~~\Jf-~~~(0-1,p, 11111 .. U:!i 

":-"f'.. ::;:~.; .,. .... ,..,.,. 

:Karnataka Scheduled Castes and Scheduled! Tribes Development Comoiration Limited 
Safai Karmachari Rehabilitation Scheme ; . 2,187.73 

I Devadasi Rehabilitation Programme 51.46 
Special C.~ntral Assistance toTribal Sub Plan 105.47 

i Micro Credit Scheme 3,227.63 
Land Purchase Scheme 520.33 

I Self-employment programme 540.88 
Total 6,633.50 

i 
' •The Karlllataka Minoritii.es Develcmment Cornoraticm. JLimited 

Vocational Training Scheme 108.00 
Subsidy scheme 546.09 

Total 654.09 

! Kamataka Backward Classes Development Corporation Limited 
Ganga Kalvana Scheme 895.80 

I New - Swarnima Scheme ~ 1'.W.08 
Job~oriented Training 19.16 

I Subsidy schemes 60.48 
Tota.i JL,106.52 

I 
,..,., 

I Karnatalka Women Development Corporatiolll 
I Devadasi Rehabilitation Scheme 570.43 
I State Resource Centre 51.23 
I Marketing Assistance 21.39 

. Mahila Arthika Swavalambana Yojane (MASY) 185.96 
RWDEP/State 83.17 
Lambani Training Programme 19.34 
Santhwana . 22.26 
SCP Grant 46.92 
Nagara Stree Shakthi 87.92 
WTP 2.32 
Udyogini 90.91 

Total 1,181.85 
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I 
ANNEXURE-11 . . I . 

(Refer:ired to in Paragmplbt 2.1~21) 
Details of impl~meimttation of other schemes ~ncll aml!ilt observatfon in Social welfare 

· , · I 
compames, I 

. I 
,..,,.,,.~,.,,-+,,..,..,.,~,--.,.,,....,.., 

Laltlld! Puurclbtase Sclbteme 

This scheme introduced in 1990 
under the name "Bhoo Odetana 
Y ojane" is to make vast landless 
Scheduled Castes and Scheduled 
Tribes communities to own land 
to earn self respect and economic 
independence. The scheme was 

The annual targets have been scaled down drastically from 
8,800 fkmilies to 2,000 families. The company failed to 
achieve !even these low targets. The performance was only 50 · 
percent in case of Scheduled Tribes. . 
The Coriipany could not achieve the target of assistance mainly 
due to j its failure tci raise the matching loans from 
NSCFDC/NSTFDC. · 

to operate on 50 per cent loan 0 

and 50 per cent subsidy ( to be 
given by the State Government) 

Even thbugh the chances of striking water in the proposed dry 
land ha~ to be done .. by Senior Geologist, the same was, 
howevet, not done. · 

Micro Cred!it Scheme 
The project cost was Rs.10,000-
per · unil:~-(uptp 2001-03), out of 
which Rs.5,000 was subsidy to 
be released only after ____ the 
repayment of loan. The unit cost 
was revised . in 2002-03 to 
Rs.25,000, out of which 
Rs.15,000 was loan and 
Rs.10,000 was subsidy 

The cerhficates produced by the beneficiaries we~e accepted 
without:any verification from the issuing authorities. 
Legal qpinions on the lands .to be purchased only were 

I . . . 
available and no survey showing. the extent of land were 

I . 
conducted. . 
There. isj no system of purchase and distribution of the land, to 
the beneficiaries. Both the buyer and seller approflch the 
Compa9y for financing the deal 

I 

e The utilisation in respect of scheduled castes was 50 per cent 
i . . 

only; I , . . 
CJ> The subsidy being a back-end subsidy, should be released to 

beneficibes ·· only after repayment of loan in full. The 
subsidie~ were, however; adjusted/appropriated to the loan 

: I ,· . , . ' . , 

accounts, which was against the scope of the scheme. 
- s At Kolaf district, Rs.3.7S lakh w~s disbursed during November 

2001 to jsri.. Ven~ateshwara Rur_al _Development Organisation, 
Bangalore, m which 25 beneficranes of the scheme were the 
members. But when the company tried' to recover the;loan, it· 
was fotlnd that there was ·no 'such organisation aild the 
beneficibes were non-existent. The Government ·stated that 
the said I organisation was in existence and company would be 
directed1to take legal action. • · . , 

<ill Out of 4n-utilised funds· of Rs.4.94 crore;.only .. Rs).50 crore 
was returned to NSCFDC. . 
The ophation of the scheme thro~gh Karnataka . Leather 
Industri~s Development Corporation (LIDKAR) resulted in I . . . 
locking up of funds to the extent of Rs.54.50 lakh. UDKAR 
has bee~ incurring heavy losses and as such· chances of 
recove~ of this amount is remote. 
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Th~ scheme launched for women 
of I Backward Classes living 
below th~ poverty line is 
implemented through Self-help 
grqups (SHG's) or NGO's in 
which beneficiaries should be a 

I ' 
m~mber 

N©RAD Scheme 
I 

0 The selection of SHGs/NGOs as per the list of Women and 
Child Welfare Department is adopted and ratification of 
District Committee obtained subsequently; thus the selection is 
not made by Distiict Committees. 

Gl The business units which should have been insured for the 
entire repayment period, were not insured except cows. 

0 The scheme was not implemented in Bidar District for want of 
staff 

Th'e Scheme gives assistance to The projects implemented so far do not indicate that the Company 
prbjects sponsored by Public has focused on one of the main objective of the loan assistance 

I 

Sector undertakings/ Companies/ under NORAD i.e., setting up of ancillary industries on their own 
Women's Development Centre or absorbing them in the sponsor's projects after training. Progress 

I 

ofi Universities/Autonomous achieved since 2000-01 on 17 projects involving Rs.32.85 lakh 
oiganisations/ Voluntary was also very meagre for four years 
Origanisations for taking up of 

· 'Efriployment and Income-
geherating . trammg-cum-
Prbduction units for Women'. 

~~i~f ~~~~~~r~ir .0Wi'~a~~~5;~,~~s~·'e~~~i~~~,~:~··'·~1~~~~~~~~~~~ 
Awlivllll Scheme · 

i 

Tile Government of Karnataka 
introduced . (October 1999) the 
Avivu scheme with an .intention 

I • 

to 1help the students belonging to 
I ! 

Backward Classes. Under this 
scheme students of backward 
classes who are doing 
prbfessional courses such as 
medical and engineering will be 
gi~en education loan of 
. I 
R~.10,000 per annum during the 
nohnal duration of the course at 

. I 

th¢ rate of two per-cent per 
anpum to 'be repaid after the 
co!i1pletion. of the course . or 
talGn of the em lo ment 

® As against the target of 1,400 the Company was able to assist 
only 156 students (11 per cent) Further, out of 156 students 
who availed the loan only 8 students have . drawn· all four 
installments of the loan. The reason for such poor 
perf orrilance has not been analyzed by the Company. 
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' 

~NNEXURE -12 
I 

(Refened to in Parngraph 2.1.30) 
Statement showing the i:rireg?larities noticed iin Social welfare compmmies. 

I 

~~alrllllatak~~sc11eatiii~1l1~i!t~~r~~afs~ll"tttl11~mwr.I~f~~~~~JQnm~tit'~~5~po~~~~P'iilfmJilt~~t 
Auto Lmrn1- Based on certain allegations of misappropriation in the scheme District . , I 
Manager Bangalore (Urban) conducted the _enquiry and found that there was no proper 
documentation, release of two autos ~o the same beneficiary, interference ofrecoveey agents 
in approval process, high incidence lof proposal from banks and about 75 per cent of the 
owners of the autorikshaws were not the original beneficiaries. 
On the basis of the report, an enqufryj com~ittee was formed, in August2.004 which selected 
112 cases, out of 2500 cases (sancti0ned between 1997-2003). The committee found that 
only 30 beneficiaries had got the autbs; in 52 cases autos were sold; in 4 cases beneficiaries 
were not found at the given address~ in 14 cases caste certificates were found to be forged 
and in 12 cases benefits were given t~ the same beneficiary. 
The Company during .December 200~ requested the Government to conduct a COD enquiry 
into the entire operation of the scheme. 

li:}JUJtle'dl\:.~ ,~,·~ ,wJTillll"~" ... .;I~e" '"""' ,;~ "" '"'~" ,.,,,., .... " (.: ,,,. 

The following mis-appropriation cases by the co-operative banks.were noticed: 
Thygaraja Co-op Barne, Bal!l!.gafor~: An amount of Rs.27 .55 lakh sanctioned to the bank 
for disbursement of loan/subsidies tb 106 beneficiaries on 21 July 1999, was found to be 
misappropriated by the bank official~. 
Mmath Co-op. Ballllk, Davallllgere~ Loans amounting to Rs.42.08 lakh sanctioned, was 
misused b~ the -~ank an_d a sum of *s.30.00 lakh is st~ll due from that bank. Company has 
stated that m case of Millath Co- op1· Bank the money is recovered at the rate of Rs 50, 000 
per month. 
PLD Bal!l!.k, Clhincholi: A case of pusappropriation was reported but the Company does 
not have the details of money misap~ropriated. RBI had seized the records and investigation 
was under progress. / 
Gowmnpam Vyavasaya Albhlivm~hi Sahakarn Baltllk Niiyamita: In respect of loans 
sanction~d durin~ ~997-98 a sum ofjRs.l~.01 lakh is stil~ du~ froi_n the _soc~ety and in ~iew 
of gross irregulanties taken place the society, the. matter is under mvestigat10n by Registrar 
of Co-operative Societies. I · · 

~\<I(a~i[t~li~ria'CR:«air,a~~(~~s~sJQe:Y.~n9am:~1Aw~~o1F'P:8~~Jiojlfit1rimnffdti~~1~f;t7f~~~~t~lf~~~~2~~i?:~~~~ 
A sum of Rs.16.53 lakh misappropriated by the District Manager, Bangalore Urban during 

I 

2003-04, by short remitting the m:oqey collected from beneficiaries into the bank. Though 
the amount was refunded on 10 April 2004, the main reason for this was the failure to write 
cash book daily; failure to obtain rbquired documents of sanction; sanctioning of loan to 
non-applicants and non-maintenancb of disbursement and receipt registers. 

o Although common loan dobuments and securities obfhlned by banks have to be 
forwarded to. the companie~, the Company received documents only in respect of 

I 

9,415 loans as against 26,042 loans sanctioned during 2000-2003. 
e Where loans were to be giydn through co-operative societies, such societies should 

have been established exclu~ively for the members of the respective communities 
whereas, in contravention to[ this, loans were released to various societies, including 
credit societies. Further, three societies misappropriated Rs.1.85 crore by including 
fictitious names. I 

.o Test check of records of (Bangalore (Urban) district office in respect of New 
Swarnima Scheme revealed that loan was· released without proper documentary 
evidence, to beneficiaries M same family, to families having· income more than 
Rs.75000 per annun. Scrutiny of available documents indicate.ct mismatches in 
names/caste of beneficiariek and non-authentication of agreements with self help 
groups. The Company had placed the Manager under suspension and the matter 
was under investigation by i retired District and Sessions Judge. 

! 
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@ On a test check of loan registers of variqus schemes of Bangalore Urban and Rural 

! district, it was observed that out of 2,837 loans granted even first installinent of 
re-payments were not received in 1,430 cases. 

(j) The Chartered Accountants who conducted inspection of the Company on"behalf of 
National Backward Classes Finance Development Corporation noticed a difference 

! pf Rs.1.15 crore as at 31 March 1999, between individual loan accounts and General 
Ledger control· accounts. Audit, however, observed that reconciliation was still 
pending and the difference had increased to Rs.2.16 crore as on 31 March 2005. 
The Company replied that the Demand drafts/cheques were being received without 
beneficiarv details and spedal drive would be taken for reconciliation of accounts 

;;Karnaij\1'~;rst~t~/WQID.~!fl!~'»'ev~!QPm~tl~±@o.~IQQlifiltnpii'fi'.ii;W,~;,0:t~M~i:f~l:1~~;;~r;~;,;J)];r;,;;~~1';;;;~F:1;J~Jf!fJ~0~;~~;~,'~ 
i A sum of Rs.80.62 lakh remained with the district offices as un-spent balances as at 31 
l March 2005 without returning to Head Office at the end of the year. The company has not 
exercised any control over the submission of periodical accounts by the District Officers, for 
the funds placed at their disposal and for the refund of balances. 
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ANNEXURE - 13 
Statement showing the year wise Annual work plan and amount spent * on various projects of the Karnataka Neeravari Nigam Limited 

(Referred to in Paragraph 2.2.7) 
1999-2000 2000-01 2001-2002 2002-003 2003-2004 2004-2005 TOTAL 

Projects 
BE AE % BE AE % BE AE % BE AE % BE AE % BE AE % BE AE % 

Ghataprabha 
107.75 49.72 46.14 235.00 54.40 23.15 155.00 108.89 70.25 150.00 102.10 68.07 135.00 78.83 58.39 120.00 87.67 73.06 902.75 481.61 53.35 

Malaprabha 
89.00 

60.25 67.70 83.00 44.43 53.53 75.00 74.88 99.84 70.00 59.44 84.92 40.00 45.24 113.10 40.00 41.28 103.20 397.00 325.52 82.00 

Hiooanzi 
42.00 

9.07 21.60 75.00 4.33 5.77 25.00 9.48 37.92 70.00 9.58 13.69 35.00 19.10 54.57 65.00 53.23 81.89 312.00 104.79 33.59 

Markandeva 
50.00 9.83 19.66 75.00 48.83 65.11 50.00 50.90 101.80 50.00 41.41 82.81 40.00 59.33 148.33 30.00 37.76 125.87 295.00 248.06 84.09 

Harinala 
12.65 

15.66 123.79 12.7 1 11.54 90.79 17.00 5.39 31.71 7.00 4.20 59.99 4.00 1.45 36.25 3.00 13.70 456.67 56.36 51.94 92.16 

47.6 1 .. 
U.T.P 10.98 23.06 200.00 ..;o.06 25.03 100.00 95.29 95.29 140.00 6 1.32 43.80 122.00 115. 11 94.35 92.00 13 1.50 142.93 701.61 464.26 66. 17 

Singatalur 
43 .34 

7.50 17.3 1 79.29 5.48 6.91 35.00 4.17 11.91 40.00 1.14 2.84 40.00 1.73 4.33 18.00 7.24 40.22 255.63 27.26 10.66 

Shima Lift 
15.42 

1.99 12.91 13.00 1.43 11.00 10.00 2.62 26.20 25.00 2. 12 8.46 20.00 3.32 16.60 23.00 13.94 60.6 1 106.42 25.42 23.88 

Gandorinala - 8.16 0.00 25.00 27.08 108.32 25.00 16.02 64.08 28.00 16.19 57.82 20.00 10.87 54.35 30.00 11 .22 37.40 128.00 89.54 69.95 

TungaLift - - 2.00 0.00 0.00 2.00 0.00 0.00 5.00 0.00 0.00 5.00 - - 0.20 - - 14.20 - -

Kalasa Nala - - - - 0.01 0.00 3.00 0.00 0.00 10.00 0.00 0.00 15.00 0.34 2.27 0.40 0.40 100.00 28.40 0.75 2.64 

Bandhura Nala - - - - O.Q2 0.00 3.00 0.00 0.00 5.00 0.00 0.00 15.00 0.02 0.13 0.40 0.10 25.00 23.40 0.14 0.60 

Doodhganga - - - - - - - - - - 7.55 0.00 20.00 4.84 24.20 12.00 13.26 110.50 32.00 25.65 80. 14 

Basapura - - - - - - - - - - - - 2.50 0.10 4.00 5.00 1.57 31.40 7.50 1.67 22.27 

Itagi-Sasal wad - - - - - - - - - - - - 2.50 - - 4.00 0.17 4.25 6.50 0.17 2.62 

Bennithora - - - - - - - - - - - - - 8.96 - 45.00 15.80 35. 11 45.00 24.76 55.02 
Lower 
Mullamari - - - - - - - - - - - - - 4.53 - 22.00 8.22 37.36 22.00 12.75 57.95 

Varahi - - - - - - - - - - - - 2.74 - 21.00 16.60 79.05 21.00 19.34 92.10 
Amarja 
Proejct - - - - - - - - - - - - - - - - - - - -

Total 407.77 173.16 42.47 800.00 247.61 30.95 500.00 367.64 73.53 600.00 305.04 50.84 516.00 356.51 69.09 531.00 453.66 85.44 3354.77 1,903.62 56.74 

BE - Budget Estimates; AE - Actual Expenditure; % - Actual as percentage of budget 
• excluding interest on borrowing, asset maiote.naoce expenditure and other general headoffice and regional office overheads. 
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ANNEXURE-14 
(Referred to in Paragraph 2.2.9) 

Statement of mobilisation of funds compared with actual expenditure in Karuataka Neeravari Nigam Limited 
(R 

Planned Actual Mobilisation Actual Expenditure 

Year 
Opening Actual 
BaJance Borrowings Others Total Borrowings Others# Total funds Works Others* Total 

available 
1999-00 11.61 600 - 600.00 475.32 100.83 576.15 587.76 173.16 63.27 236.43 

2000-01 351.33 580 175.00 755.00 185.65 67.9 253.55 604.88 247.61 81.02 328.63 

2001-02 276.25 350 103.00 453.00 274.98 246.61 521.59 797.84 367.64 103.68 471.32 

2002-03 326.52 350 337.67 687.67 221.10 314.03 535.13 861.65 305.04 134.62 439.66 

2003-04 421.99 250 386.68 636.68 200.00 206.44 406.44 828.43 356.51 159.17 515.68 

2004-05 
(provisional) 312.75 250 420.00 670.00 308.00 491.36 799.36 1112.11 453.66 544.23 997.89 
Total 2380 1422.35 3802.35 1665.05 1427.17 3092.22 4792.67 1903.62 1085.99 2989.61 
*Represents net expenditure 011 Interest, Asset maintenance, Overheads etc of Ref(istered office and Central office 

#Represents mobilisation thro11Rh share capital, income from interestlm11t11al f11nds etc 
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351.33 

276.25 

326.52 

421.99 

312.75 
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ANNEXURE ~ 15 . , I 
(Referred to ii Paragraph 2.3.11) 

Statement showing the ll"oom occupancyl in hotels of The Karnatalrn State Toumrism 
· Devefopmellit Omrpoiration Limited. . I 

2 

3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 

I· 

--· Mayura Vijayanagar, Tungabl)adra 
Dam 

32 
48 

37:94 
25 I 
50 I 
43.44 
56 I 
36 I 
65 I 

5o I 
46 I 

27 
38 
46 
52 
42 
37 
41.83 
60 
35 
66 
50 
51 

24 
58 
28 
49 
43 
37 
32.62 
66 
41 
61 
44 
46.74 

I · 15 
16 

48 I 
43.81 

37 50 
29 29.7 

==-I 

17 
18 
19 
20 Prakruthi, M.K. Halli 
21 Bahamani, Gulbarga 

22 Netravathi, Man alore 
23 Barid Shahi, Bidar 
24 Bha amandala 
25 Yat:rinivas, Aihole 

43 I 
57;6[ 
42 I.· 
34. I 
Not I 
availhble 
28 I 
16.3® 
- ;. I 

48 39 
73.65 47.27 
51 48.41 
39 30 
p p 

18 p 

2.'18 p 

Over all occu anc 42.W 41.36 42.14 
# 2 Hotels Viz., Aih,ole and Bha amandala were a1 eried durin 2003-04 

X - Under total renovation; A - Unit closed; lP' - Privatised; 
. . . .· . I 

I 
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24 
53 
17 
49.23 
40.07 
43 
28 
42 
53.5 
62.9 
35 
41 
61 
26.25 
32 
60' 
52 
32 
p 

p 
p 

30# 
36# 
40.63 

~~Q4~Q5tt~t~~ 
26 
26 

13 
x 
A 
49 
38 
44 
37 
32 
33 
62 
34 
31 
5 
p 

38 
59 
49 
p 
p 

p 
p 
24 
16 
34.22 

'c 
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_ANNEXURE = 16 
(Referred to illll Pauragraph 3.22) 

~tatement sll:mwing the depairtment=·wise outstandh:n.g lllllspectfon Repo_rts (IRs). 

Agriculture and Horticultur 
De artinent 

i Animal Husbandry, Fisheries ·2 
and Forest De artinent 

4 13 89 . 1995-1996 
! Commerce and Industries 3 31 69 490 . 1994-1995 

De artment 
4 
I 

Co~operation Department 1. 3 29 ·· 1998,-1999 
I 

5 Energy and Labou.r Department 3 254 1,348 1993-1994, . 
i 

.. ... 
6 Finance Department 2 8 

-·-j 

J07 1998-1999 
I 
i Food and Civil Supplies, I 
? Institutional Finance an 1 3 . 15 .· 2000-2001 

Statistical Pe artment 

8 Home and Transpor 5 59 217 1997-1998 
De artment 

9 Department of Housing 1 1 4 2002-2003 
I 
I 

io Urban Developmen 1 3 8 1998-1999 
i De artment 
i Information, · Tourism an 

11 4 10 17 1_996-1997 
Youth Services De artment 

12 Irrigation Department 3 669 2,126 1990-1991. 

13 · Public wbrks Department 2 3 26 1999-2000 

i4 Rural - ·Development an 1 3 ll· ·1999-2000 
·. i Pancha at Ra' De artment \ 

is Social Welfare Department 4 14 97 1995-1996 ·,' 

6 Information Technolog 1 3 27 1999-2000 
De artment 

TOTAL 70 1125 4,675 

_, l '· 
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