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

Chapter I – Overview of Government companies and Statutory corporations





1.1
As on 31 March 2005 there were 51^ Government companies 
(33 working companies and 18( non-working companies() and three Statutory corporations (all working) as against 48 number of Government companies 
(31 working companies and 17 non-working companies) and three Statutory corporations (all working) as on 31 March 2004 under the control of the State Government.  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 Comptroller and Auditor General of India (CAG) as per provisions of Section 619(2) of the Companies Act, 1956.  These accounts are also subject to 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:

	Sl.
No.
	Name of the corporation
	Authority for audit by the CAG
	Audit 
arrangement

	1.
	Andhra Pradesh State Road Transport Corporation.
	Section 33(2) of the Road Transport Corporations Act, 1950.
	sole audit by CAG.

	2.
	Andhra Pradesh State Financial Corporation.
	Section 37(6) of the State Financial Corporations Act, 1951.
	audit by the Chartered Accountants and supplementary audit by CAG.

	3.
	Andhra Pradesh State Warehousing Corporation.
	Section 31(8) of the State Warehousing Corporations Act, 1962.
	audit by the Chartered Accountants and supplementary audit by CAG.


The State Government had constituted the Andhra Pradesh Electricity Regulatory Commission (APERC) and audit is entrusted to the CAG under Section 104(2) of the Electricity Act, 2003@. 


Investment in working PSUs

1.2 As on 31 March 2005, the total investment in 36 working PSUs 
(33 Government companies and three Statutory corporations) was Rs.33,131.06 crore$ (equity: Rs.8,110.57 crore, share application money: Rs.156.89 crore and long-term loans#: Rs.24,863.60 crore) as against 
34 working PSUs (31 Government companies and three Statutory corporations) with a total investment of Rs.30,088.15 crore (equity: Rs.7,932.03 crore, share application money Rs.144.62 crore and long-term loans: Rs.22,011.50 crore) as on 31 March 2004.  The analysis of investment in working PSUs is given in the following paragraphs.

Sector-wise investment in working Government companies and Statutory corporations

1.3
The investment (equity and long term loans) in various sectors and percentage thereof at the end of March 2005 and March 2004 are indicated below in the pie charts.

Sector-wise investment in working 
Government companies and Statutory corporations 


Amount: Rupees in crore

As on 31 March 2005

Total investment Rs.33,131.06

(Figures in brackets indicate percentage of investment)
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As on 31 March 2004

Total investment Rs.30,088.15
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Working Government companies

1.4
The total investment in working Government companies at the end of March 2004 and March 2005 was as follows:

(Rupees in crore)

	Year
	Number of  companies
	Equity
	Share application money
	Loan
	Total

	2003-04
	31
	7634.43
	143.62
	19958.02
	27736.07

	2004-05
	33
	7809.46
	156.89
	22648.51
	30614.86


There was increase in investment during the year mainly due to increase in equity and loans of power sector companies.  The summarised statement of investment in working Government companies as on 31 March 2005 in the form of equity and loans is detailed in Annexure-1.
As on 31 March 2005, total investment of working Government companies comprised 26 per cent of equity capital and 74 per cent of loans as compared to 28 per cent and 72 per cent respectively as on 31 March 2004.

Working Statutory corporations

1.5
The total investment in three working Statutory corporations at the end of March 2004 and March 2005 was as follows:

(Rupees in crore)

	Name of Corporation
	2003-04
	2004-05

	
	Capital
	Loan
	Capital
	Loan

	Andhra Pradesh State Road Transport Corporation
	201.27
	1040.98
	201.27
	1235.89

	Andhra Pradesh State Financial Corporation
	89.72
	1011.29
	92.22
	977.86

	Andhra Pradesh State Warehousing Corporation
	7.61
	1.21
	7.62 
	1.34 

	Total
	298.60
	2053.48
	301.11
	2215.09


 The summarised statement of investment in working Statutory corporations in the form of equity and loans is detailed in Annexure-1.
As on 31 March 2005, the total investment in working Statutory corporations comprised 12 per cent of equity capital and 88 per cent of loans as compared to 13 per cent and 87 per cent respectively as on 31 March 2004.

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

1.6
The details regarding budgetary outgo, grants/subsidies, guarantees issued, waiver of dues and conversion of loans into equity by the State Government to the working Government companies and working Statutory corporations are given in Annexures-1 and 3.

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

(Rupees in crore)

	Particulars
	2002-03
	2003-04
	2004-05

	
	Companies
	Corporations
	Companies
	Corporations
	Companies
	Corporations

	
	No.
	Amount
	No.
	Amount
	No.
	Amount
	No.
	Amount
	No.
	Amount
	No.
	Amount

	Equity capital outgo from budget
	4
	18.80
	--
	--
	5
	44.76
	1
	2.00
	8
	189.61
	1
	2.50

	Loans given from budget
	14
	2165.62
	--
	--
	11
	2006.19
	-
	-
	9
	927.81
	1
	106.00

	Grants/subsidy towards

i) projects/

programmes/
schemes

ii) other

subsidy

Total subsidy
	11

10

---

16
	247.15

2093.81

---------

2340.96
	--

2

---

2
	--

100.55

--------

100.55
	12

11

----

19
	633.07

2208.00

----------

2841.07


	1

--

1
	-

252.00

---------

252.00
	10#
7@
------

15
	981.94

2581.81

----------

3563.75


	-

1(
----

1
	-

167.50

---------

167.50

	Total outgo
	
	4525.38
	
	100.55
	23^
	4892.02
	2
	254.00
	19^
	4681.17
	2^
	276.00


During the year 2004-05, the Government had guaranteed loans aggregating Rs.2,466.53 crore obtained by five working Government companies
(Rs.2,291.53 crore) and two Statutory corporations (Rs.175 crore).  At the end of the year, guarantees of Rs.20,564.66 crore against 13 working Government companies (Rs.20,120.47 crore) and two working Statutory corporations (Rs.444.19 crore) were outstanding.  The Government had forgone 
Rs.5.25 crore* by way of interest waiver in respect of two companies 
and allowed moratorium on loan repayment of Rs.728.42 crore to six companies** during the year.  The guarantee commission paid/payable to Government by 10 Government companies during 2004-05 was 
Rs.37.64 crore.

Finalisation of accounts by working PSUs

1.7
The accounts of the companies for every financial year are required to be finalised within six months from the end of the relevant financial year under Sections 166, 210, 230, 619 and 619-B of the Companies Act, 1956 read with Section 19 of the Comptroller and Auditor General’s (Duties, Powers and Conditions of Service) Act, 1971.  They are also to be laid before the Legislature within nine months from the end of the financial year.  Similarly, in the case of Statutory corporations their accounts are finalised, audited and presented to the Legislature as per the provisions of their respective Acts.

As can be seen from Annexure-2,  out of 33 working Government companies, only 11 working Government companies and out of three working Statutory corporations, one working Statutory corporation had finalised their accounts for the year 2004-05 within the stipulated period.  During October 2004 to September 2005, 24 working Government companies finalised 30 accounts for previous years.  Similarly, during this period one working Statutory corporation finalised accounts for previous year.

The accounts of 22 working Government companies and two Statutory corporations were in arrears for periods ranging from one year to eight years as on 30 September 2005, as detailed below:

	Sl.

No.
	Number of working 
	Year from which accounts are in arrears 


	Number of years for which accounts are in arrears
	Reference to Sl.No. of
 Annexure –2

	
	Government companies
	Statutory corporations
	
	
	Government companies
	Statutory corporations 

	1
	1
	--
	1997-98 to 2004-05
	8
	A-18
	-

	2.
	1
	--
	1998-99 to 2004-05
	7
	A-6
	--

	3.
	1
	--
	1999-2000 to

2004-05
	6
	A-19 
	--

	4.
	1
	--
	2000-01 to 2004-05
	5
	A-17
	--

	5.
	1
	--
	2001-02 to 2004-05
	4
	A-3
	--

	6.
	5
	--
	2002-03 to 2004-05
	3
	A-2,5,7,20,21
	--

	7.
	5
	--
	2003-04 to 2004-05
	2
	A-4,12,14,31,33
	--

	8
	7
	2
	2004-05
	1
	A-8,10,11,22,29, 30,32
	B-1,3

	
	22
	2
	
	
	
	


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

Financial position and working results of working PSUs

1.8
The summarised financial results of working PSUs (Government companies and Statutory corporations) as per the finalised accounts are given in Annexure-2.  Besides, statements showing the financial position and the working results of individual working Statutory corporations for the latest three years for which the accounts have been finalised are given in Annexures-4 and 5 respectively.

According to the latest finalised accounts of 32** working Government companies and three working Statutory corporations, 10 companies and one corporation had incurred an aggregate loss of Rs.255.95 crore and 
Rs.42.02 crore respectively; 18 companies and two corporations earned an aggregate profit of Rs.764.95 crore and Rs.16.80 crore respectively, while three companies( were working on ‘no profit no loss’ basis.  One company (Sl.No.A-14 of Annexure-2) has not prepared profit and loss account as the Company was yet to commence the business.


Profit earning working Government companies and dividend

1.9
Eight companies (Sl. Nos.A-9,13,15,23,24,25,27 and 28 of 
Annexure-2) out of 11 working Government companies which finalised their accounts for 2004-05 by September 2005, earned a profit of Rs.742.39 crore but only one company, i.e., The Singareni Collieries Company Limited declared a dividend of Rs.86.66 crore.  The dividend as a percentage of share capital of the said profit making company worked out to five per cent.  The remaining profit making companies did not declare any dividend.  The total return by way of dividend of Rs.86.66 crore, worked out to 1.09 per cent on total equity investment of Rs.7,966.35 crore in all working Government companies for the year 2004-05 as against 1.11 per cent in the previous year. 
Similarly, out of 24 working Government companies which finalised their accounts for previous years by September 2005, nine companies earned an aggregate profit of Rs.17.32 crore and seven(( companies earned profit for two or more successive years. Three companies (Sl.No.A-10,12 and 33 of 
Annexure-2) declared dividend of Rs.1.25 crore.  The dividend as a percentage of share capital of the said profit making companies worked out to 13.63 per cent.

Loss incurring working Government companies

1.10
Three companies (Sl. Nos.A-6,17 and 21 of Annexure-2) out of the ten loss incurring working Government companies had accumulated losses aggregating Rs.792.36 crore which exceeded their aggregate paid up capital of Rs.41.51 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 loans, subsidy, etc.  According to available information, the total financial support so provided by the State Government, by way of loan, subsidy/grant etc., during 2004-05 to three companies amounted to 
Rs.904.50 crore.  


Profit earning Statutory corporations and dividend

1.11
One corporation (Andhra Pradesh State Financial Corporation) which, finalised accounts for 2004-05 by September 2005, earned a profit of Rs.6.91crore.  Despite earning profit, this Corporation had accumulated loss of Rs.134.70 crore as on 31 March 2005, which exceeded its paid up capital of Rs.92.22 crore.  

Similarly, one corporation (Andhra Pradesh State Warehousing Corporation) which finalised its accounts for 2003-04 by September 2005, had earned a profit of Rs.9.89 crore and declared a dividend of Rs.1.52 crore.

Loss incurring Statutory corporations

1.12
The only loss incurring Statutory corporation, i.e., Andhra Pradesh State Road Transport Corporation, which finalised its accounts for the year 2003-04 by September 2005, had incurred loss of Rs.42.02 crore.  The accumulated loss of Rs.1,018.83 crore exceeded the paid up capital of Rs.201.27 crore.  The Corporation was provided  financial support in the form of loan and subsidy of Rs.273.50 crore by the State Government. 

Operational performance of working Statutory corporations

1.13
The operational performance of the Statutory corporations is given in Annexure-6.

Return on capital employed

1.14
  As per the latest finalised accounts (up to September 2005), the capital employed( worked out to Rs.23,527.72 crore in 29 working Government companies (excluding three( no profit no loss companies) and total return# thereon amounted to Rs.2,167.18 crore which is 9.21 per cent as compared to total return of Rs.2,280.24 crore (11.19 per cent) in the previous year.  Similarly, the capital employed and total return thereon in case of working Statutory corporations as per the latest finalised accounts (up to September 2005) worked out to Rs.1,669.01 crore and Rs.175.68 crore 
(10.52 per cent) as against total return of Rs.1,702.50 crore and 
Rs.182.22 crore (10.70 per cent) in the previous year.  The details of capital employed and total return on capital employed in case of working Government companies and Statutory corporations are given in Annexure-2.

Reforms in Power sector

Status of implementation of Memorandum of Understanding (MOU) between the State Government and the Central Government

1.15
In pursuance of the decision taken at the Chief Ministers’ conference on Power Sector Reforms, an MOU was signed on 9 March 2001 between the Ministry of Power, Government of India (GOI) and the Department of Energy, Government of Andhra Pradesh (GoAP) for implementation of a reform programme in power sector with identified milestones.  Status of implementation of the reform programme as on 30 September 2005 is given in Annexure-7.

Andhra Pradesh Electricity Regulatory Commission

1.16
Andhra Pradesh Electricity Regulatory Commission (APERC) with three members, including a Chairman, appointed by the State Government was constituted on 31 March 1999 under the provisions of the Andhra Pradesh Electricity Reform Act^ (APER Act) to act as a regulator of the electricity sector in the State. The audit of accounts of the Commission is undertaken by CAG under Section 104 (2) of the Electricity Act, 2003.  The Commission had finalised its accounts up to 2002-03 as on 30 September 2005. 

Non-working PSUs

Investment in non-working PSUs

1.17
As on 31 March 2005, the total investment in 18 non-working PSUs (all Government companies) was Rs.782.85* crore (equity: Rs.74.94 crore, share application money Rs.3.72 crore and long-term loans: Rs.704.19 crore) as against Rs.753.84 crore (equity: Rs.85.08 crore, share application money: Rs.0.50 crore and long-term loans: Rs.668.26 crore) in 17 non-working PSUs (all Government companies) as on 31 March 2004.

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

(Rupees in crore)
	Sl.

No.
	Status of non-working Government companies
	Number of companies
	Investment in companies

	
	
	
	Equity
	Long term loans

	(i)
	Under liquidation(  
	10
	55.98
	104.49

	(ii)
	Under closure( 
	4
	0.88
	599.70

	(iii)
	Under merger( 
	1
	1.12
	--

	(iv)
	Others( 
	3
	20.68
	--

	
	Total
	18
	78.66
	704.19


Of the above non-working PSUs, 14 Government companies were under liquidation or closure under Section 560 of the Companies Act, 1956 for one to 13 years with a substantial investment of Rs.761.05 crore. Liquidators were also appointed in respect of 10 companies.  Effective steps need to be taken for their expeditious liquidation/merger or revival.

Sector-wise investment in non-working Government companies
1.18
The investment (equity and long term loans) in various sectors and percentage thereof at the end of March 2004 and 2005 are indicated below in the pie charts:

Sector wise investment in non-working Government companies

Amount: Rupees in crore

As on 31 March 2005

Total investment Rs.782.85

(Figures in brackets indicate percentage of investment)
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As on 31 March 2004 

Total investment Rs.753.84
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Total establishment expenditure of non-working PSUs

1.19
The year-wise details of total establishment expenditure of non-working PSUs (for which information was available) and the sources of financing the same during last three years up to 2004-05 were as given below:

(Rupees in crore)

	Year
	Number of PSUs
	Total establishment expenditure
	Financed by

	
	
	
	Disposal of investment/
assets
	Others

	2002-03
	6
	2.04
	0.31
	1.73

	2003-04
	4
	1.63
	1.17
	0.46

	2004-05
	2(
	2.59
	--
	2.59


Finalisation of accounts by non-working PSUs

1.20
Ten companies out of 18 non-working companies were under liquidation and the remaining eight companies were closed/defunct.  The accounts of all eight closed/defunct companies were in arrears for periods ranging from two to 22 years as on 30 September 2005 as can be seen from Annexure-2.

Financial position and working results of non-working PSUs

1.21
The summarised financial results of non-working PSUs 
(all Government companies) as per the latest finalised accounts are given in Annexure-2.
The summarised details of paid-up capital, net worth, cash loss and accumulated loss of non-working PSUs( as per their latest finalised accounts are as given below:

(Rupees in crore)

	Particulars
	Paid-up capital
	Net worth
	Cash loss 
	Accumulated loss 

	Non-working companies
	21.01
	(-)246.24
	178.27
	267.46


Status of placement of Separate Audit Reports of Statutory corporations in Legislature

1.22
The following table indicates the status of placement of various Separate Audit Reports (SARs) on the accounts of Statutory corporations issued by CAG in the State Legislature by the Government.

	Sl.

No.
	Name of Statutory corporation
	Year up to which SARs placed in Legislature
	Years for which SARs not placed in Legislature

	
	
	
	Year of SAR
	Date of issue to the Government
	Reasons for delay in placement in the Legislature

	1.
	Andhra Pradesh State Road Transport Corporation
	2002-03
	2003-04
	22-6-2005
	SAR  is under print

	2.
	Andhra Pradesh State Financial Corporation
	2003-04
	2004-05
	--


	Under finalisation



	3.
	Andhra Pradesh State Warehousing Corporation
	2002-03
	2003-04
	--
	Audit under progress


Disinvestment, privatisation and restructuring of Public Sector Undertakings

Restructuring programme of Government of Andhra Pradesh

1.23
Government of Andhra Pradesh had constituted a Committee to study the working of PSUs and to make suitable recommendations. 

As a follow up to the Committee’s recommendations, the State Government undertook public sector reforms which included the following:
· An autonomous body by name “Implementation Secretariat” was formed (April 1998).

· The reforms were implemented in two phases viz., Phase-I covering the period from January 1999 to December 2003 and Phase-II from 2002-03 to 2005-06.

· As a part of the reform programme under Phase-I in one Government company (Sl.No.A-21 of Annexure-1) all manufacturing units except the one has been privatised.  Three Government companies (Sl.No.C-4,6 and 14 of Annexure-1) were closed and four Government companies 
(Sl.No.A-1,2,3 and 10 of Annexure-1) were downsized/restructured.

· Under Phase-II of the reform programme, three Government companies (Sl.No.C-1,12 and 18 of Annexure-1) were closed and five Government companies (Sl.No.A-6,16,30,31 and 32 of Annexure-1) and one Statutory corporation (Sl.No.B-3 of Annexure-1) were downsized/ restructured.

1.24
On the recommendations of the Committee, voluntary retirement scheme (VRS) was introduced in 14^ working Government companies and one* Statutory corporation.  At the end of March 2005, 15,702 employees (15,526 from Government companies and 176 from Statutory corporation) were discharged after payment of Rs.439.88 crore (Rs.423.80 crore by working Government companies and Rs.16.08 crore by Statutory corporation) towards retirement compensation.  Similarly in respect of nine** non-working Government companies, 7,647 employees were discharged under VRS for which a compensation of Rs.100.42 crore was paid.

Results of audit by Comptroller and Auditor General of India

1.25
During the period from October 2004 to September 2005, the accounts of 29 companies (28 working and one non-working) and one working corporation were selected for review.  As a result of the observations made by CAG, two working companies (Sl.No.A-10 and 29 of Annexure-2) revised their accounts.  In addition, the net impact of the important audit observations as a result of review of the remaining PSUs (all working) was as follows:

	Details
	No. of accounts
	(Rupees in crore)

	
	Government companies
	Statutory corporations
	Government companies
	Statutory corporations

	Increase in profit
	4
	2
	10.93
	1.99

	Decrease in profit
	8
	2
	95.59
	17.68

	Increase in loss
	9
	1
	303.11
	12.76

	Decrease in loss
	2
	-
	0.23
	-

	Non-disclosure of material facts
	6
	1
	464.15
	4.62

	Short provision / excess provision not effecting profit & loss Account / revenue account
	5
	-
	8.72
	-

	Misclassification 
	6
	2
	216.92
	26.06

	Other mistakes
	7
	1
	162.21
	5.36


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

Errors and omissions noticed in the case of working Government companies

Central Power Distribution Company of Andhra Pradesh Limited 
(2003-04)

· Revenue from sale of power included Rs.22.45 crore being the net excess difference in the consumer ledgers as compared to financial ledgers without analysing the reasons for the difference between the two ledgers.

· Incentive of Rs.8.09 crore payable to high-tension consumers was not accounted for, resulting in corresponding understatement of loss for the year.

Eastern Power Distribution Company of Andhra Pradesh Limited 
(2003-04)

· Provision for leave encashment of Rs.27.46 crore was not provided in  the accounts.  As a result, the profit of Rs.1.64 crore shown in the accounts would be converted into loss of Rs.25.82 crore.

Transmission Corporation of Andhra Pradesh Limited (2003-04) 

· Non-accounting of incentive of Rs.9.03 crore on securitisation scheme receivable from Power Grid Corporation of India Limited resulted in understatement of ‘Profit  before Tax’ for the year.

· Due to incorrect computation, contribution towards terminal benefits was short-provided by Rs. 9.44 crore resulting in corresponding overstatement of surplus for the year.

Andhra Pradesh State Housing Corporation Limited (1999-2000)

· Loans and Advances of Rs.214.11 crore, disbursed to beneficiaries for construction of houses 10 years ago, were not accounted for and continued to be shown as ‘schemes in progress’ pending determination of inhabitability or otherwise of the houses.  Provision for doubtful recovery of such loans and advances was not made, resulting in understatement of ‘Excess of expenditure over income’ by the same amount. 

· Non-provision towards doubtful recovery of advances given to Executing Agencies for which accounts were not rendered for more than 10 years resulted in understatement of ‘Excess of expenditure over income’ by Rs.53.71 crore.

Andhra Pradesh Industrial Infrastructure Corporation Limited (2000-01)

· Contrary to the Accounting Policy, rental charges, interest on rental charges, water and maintenance charges pending recovery for more than five years were not provided, resulting in understatement of loss for the year by Rs. 8.37 crore.

Andhra Pradesh Mineral Development Corporation Limited (2002-03)

· Non-maintenance of Reserve Account to adjust any shortage or excess on removal of over burden with reference to  over burden/ROM ratio envisaged in the Project report resulted in over charging of expenditure to  the Profit and Loss Account by Rs.6.34 crore for the year. 

Andhra Pradesh Industrial Development Corporation Limited (2002-03)

· Non-Provision of Rs.52 crore towards sustained diminution in the value of long term investments in equity of 92 units and irrecoverable loans and advances given to 59 loss incurring units, resulted in understatement of loss by Rs. 51.72 crore (after setting of the profit of Rs. 0.28 crore).

Working Statutory corporations

Andhra Pradesh State Road Transport Corporation (2003-04)
· An amount of Rs. five crore was accounted for as due from the State Government towards grants-in-aid with out approval of the State Government resulting in understatement of ‘Loss carried over to Appropriation Account’ to that extent. 

Persistent Irregularities and system deficiencies in financial matters of PSUs

Working Statutory corporations
Andhra Pradesh State Financial Corporation (2003-04)

· As per guidelines issued by the State Government, the Corporation has to pay two per cent guarantee commission on outstanding principle as well as on interest.  Despite this being commented by Audit repeatedly, provision of Rs.9.37 crore (up to March 2004) towards guarantee commission on interest of Rs. 752.91 crore was not made.

Andhra Pradesh State Road Transport Corporation (2003-04)
· Physical verification of fixed assets was not done before the close of each financial year. 

1.26
Test check of records of four power sector companies conducted during 2004-05, disclosed wrong fixation of tariff/non-levy/short levy of tariff/short realisation of revenue aggregating Rs.0.72 crore (203 cases) and accepted by the Management.  An amount of Rs.0.43 lakh was recovered at the instance of Audit.


1.27    The Statutory Auditors (Chartered Accountants) are required to furnish a detailed report upon various aspects including internal control/internal audit system in the companies audited in accordance with the directions issued by the CAG to them under Section 619(3)(a) of the Companies Act, 1956 and to identify the areas requiring improvement.  

An illustrative resume of major recommendations/comments made by Statutory Auditors on possible improvement in the internal audit/internal control system in respect of six working Government companies is given here under:

	Sl.No.
	Name of the Company
	Year of the Report
	Major comments/recommendations

	1.
	AP Technology Services Limited
	2003-04
	1. The Company did not have internal audit system commensurate with the size and nature of business.



	2.
	AP Tourism Development Corporation Limited
	2003-04
	1. Fixed Asset Register was not maintained.

2. Absence of system of monitoring of outstanding dues.

	3
	AP Handicrafts Development Corporation Limited
	2002-03
	1. The Fixed Asset Register did not contain full details such as year of purchase, location of the asset, number of units, etc.

2. Internal audit of Head Office transactions was not conducted.

	4
	AP State Trading Corporation Limited
	2002-03
	1. Control and subsidiary accounts in respect of Sundry Debtors were not   reconciled.

2. Property and asset registers were not posted up to date.

3. System for timely recovery of outstanding dues was not effective.

	5.
	AP Beverages Corporation Limited
	2001-02
	The Company has no internal audit system.

	6.
	The Singareni Collieries Company  Limited
	2004-05
	Replies to audit paras and reviews conducted by 
CAG and adequacy of internal audit including coverage and frequency was not being reviewed by Audit Committee constituted under Section 292 A of the Companies Act, 1956.



1.28
Even after completion of 30 years of its existence, the turnover of one working Government company (Sl.No.A-6 of Annexure-2) was less than 
Rs. five crore in each of the preceding five years of the latest finalised accounts.  Similarly, another working Government company (Sl.No.A-17 of 
Annexure-2) had been incurring losses for five consecutive years (as per the latest finalised accounts) leading to negative net worth.  In view of continuous losses and poor turnover, Government may either improve performance of  these two companies or consider their closure.

Position of discussion of Audit Reports (Commercial) by the Committee on Public Undertakings (COPU)

1.29 The position of Audit Reports (Commercial) pending for COPU discussion as on 30 September 2005 is detailed below:

	Period of Audit Report
	No. of reviews and paragraphs appeared in the Audit Report
	No. of reviews/paragraphs pending for discussion

	
	Reviews
	Paragraphs
	Reviews
	Paragraphs

	1992-93
	7
	29
	1
	1

	1993-94
	6
	19
	2
	-

	1995-96
	5
	23
	3
	11

	1996-97
	6
	23
	3
	4

	1997-98
	6
	23
	5
	13

	1998-99
	4
	25
	4
	14

	1999-2000
	6
	18
	5
	12

	2000-01
	4
	17
	3
	6

	2001-02
	3
	20
	3
	11

	2002-03
	3
	13
	3
	7

	2003-04
	2
	19
	2
	19

	Total
	52
	229
	34
	98


During October 2004 to September 2005, COPU held 18 meetings and discussed two reviews and 31 paragraphs relating to Audit Report (Commercial) for the years 1994-95, 1996-97, 1998-99 to 2002-03.

As at the end of September 2005, 41 Reports of COPU were pending settlement due to non-receipt of Action Taken Notes from the Government.

619-B companies

1.30
As on 31 March 2005, there were nine companies coming under Section 619-B of the Companies Act, 1956, of which six were non-working.  Out of three working companies, only one company viz., Andhra Pradesh State Seeds Development Corporation Limited, finalised its accounts for the year 2004-05 as on September 2005. Annexure-8 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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1.  Overview of Government companies and Statutory corporations








^One new company (Sl.No. A-8 of Annexure-1) was formed during the year.  Two companies (Sl.No. A-13 &14 of Annexure-1) have been shifted from 619(B) companies to Government companies.


(One working company, i.e., Andhra Pradesh Tourism Finance Limited became non-working company due to its closure since August 2004. 


(Non-working Government companies are those which are under the process of liquidation/closure/merger.


@ Erstwhile Section 34(4) of the Electricity Regulatory Commission Act, 1998 replaced by the Electricity Act, 2003.


$State Government’s investment in working PSUs was Rs.8,856.85 crore �(Others: Rs.24,274.21 crore).  Figure as per Finance Accounts was Rs.8,075.81 crore. The difference is under reconciliation.


#Long term loans mentioned in paragraphs 1.2,1.3, 1.4 ,1.5 and 1.17 are excluding interest accrued and due on such loans.


#   Sl. Nos. 2,3,8,9,10,11,12,14,22 and 23 of Annexure – 3.


@  Sl. Nos. 9,17,18,19,20,21 and 23 of Annexure – 3.


( Sl. No. 24 of Annexure – 3.


^ Actual number of companies/corporations which received equity/loans/grants/subsidy from State Government during the respective year. 


* Serial No.20 and 22 of Annexure-3.


** Serial No. 7,8,9,15,16 and 20 of Annexure-3.


** One company (Sl.No.A-8 of Annexure-2) had not finalised its first accounts.


( Sl.Nos.A-16,29 and 31 of Annexure-2.


(( Sl.Nos.A-4,10,11,12,30,32 and 33 of Annexure – 2.


( Capital employed represents net fixed assets (including capital works-in-progress)  plus working capital except in finance companies and corporations where it represents a mean of aggregate of opening and closing balances of paid-up capital, free reserves, bonds, deposits and borrowings (including refinance).


( Serial No.A-16,29 and 31 of Annexure-2.


# For calculating total return on capital employed, interest on borrowed funds is added to net profit/subtracted from the loss as disclosed in the profit and loss account.


^ Since replaced with Section 82(1) of the Electricity Act, 2003.


* State Government investment in non-working PSUs was Rs.247.11 crore (others Rs.535.74 crore).  Figures as per finance accounts was Rs.149.10 crore.  The difference is under reconciliation.


( Sl Nos.C-1,4,8,9,10,11,12,14,16 and 18 of Annexure – 1.


( Sl Nos.C-5,6,7 and 17 of Annexure – 1.


( Sl No.C-15 of Annexure – 1.


( Sl Nos.C- 2,3 and 13 of Annexure – 1.


( Sl.No.C-12 and 18 of Annexure – 2.


( Excluding companies under liquidation/closure/merger and companies which had not finalised their accounts for more than 10 years.


^ Sl.Nos.A-1,2,3,4,5,6,9,10,12,15,21,23,24 and 33 of Annexure-1.


* Sl.No.B-2 of Annexure-1.


** Sl.Nos.C-1,3,4,6,7,8,12,14 and 18 of Annexure-1.





18
17

_1193834996

_1193835008

_1193504084

_1193504148

