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INTRODUCTION

I, the Chairman of the Committee on Public
undertakings (2000-2001) having been authorised by
+he Committee to present the  Report on their
pehalf, present this Eighth Report of Andhra
pradesh State Film Television and Theatre Develop-

ment Cprporation Limited and Andhra Pradesh State
Financial Corporation.

The Committee on Public Undertakings
(2000-2001) have examined the Reports of the C & AG
of India (Commercial) for the Years ended 3lst

March, 1995 and 1996 during the period from
27.4.2000 to 24.1.2001.

The Committee (2000-2001) have considered and

approved this Report at their sitting held on
20.3.2001.

A statement showing the summary of Principal
recommendations/observations of the Committee is
appended to this Report.

A record of proceedings(*) of the sitting of
the Committee which has been maintained forms part
of this Report.

The Committee wishes to express their thanks
tc the Principal Secretaries to Government,
General Administration Department, and Industries
& Commerce Department and also the Managing
Directors, Andhra Pradesh - State Film, Television
and Theatre Development Corporation Limited, and
andhra Pradesh State Financial Corporation for the
Co-operation they have extended and for placing

the required information and material before the
Committee. .

The Committee places on record their apprecia-
tion of the assistance rendered to the Committee
py the Accountant General (Audit-II) Andhra
pradesh, the Senior Deputy Accountant Geqeral
(Commercial) and other Officers and staff of the

Accountant General's Office.

(*) One Cyclostyled copY laid on the table of the

House and one copy placed in the Legislature Library.
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REPCRT OF THE COMMITTEE ON PUBLIC UNDERTAKINGS
(2000-2001)

I. A.P. 5TATE FILM,TELEVISION AND THE

; ATRE DEVELOP-
IMENT CORPORATIOM LIMITED.

(a) Infructious expenditure on Producticn of
documentaries and news reals/magazines (Para

No.dA.Z.1 of the Report of the C & AG of India
(Commercial) for the year 1994-93).

1.1. During the years from 1591-92 to 1593-94,
the Company produced 33 documentaries/news -eals at -
a cost of %.40.59 lakhs., Of these, 7 produceéd at a
cost of #.6.27 lakh were not released for reasons
such as non receipt of funds from Government, non-
arproval by Film Advisory Board for release, news
lost its value due to change of Government etc.,

1.2 The Company stated in its reply that it
acts #s 2n agent of the Governmasnt only and it
has no other source of income and the prints are
preserved in library as archives for "purpoge - .of
reference in future.

1.3 The Ex-0fficio Secretary and Managing
Director of the Company in his oral evidence
stated that the Documentaries on the news had
since become old.

(b) Belated drawal of loans by beneficiaries
{Para Ho. 4A,. 2.2 of the Report of C & AG of
India {(Commercial) for the year 1994-95))

2.1 The Cocmpany advances loans to infrastruc-
tural units theatres, studios etc, at the same
rate of interest at which it receives loans from
State Government. On the recommsndation of the
Company, State Government released in September,
1393 x.345 lakhs by way of term loan carrying
interests 2zt 12 percent per arnum for disbursement
to 5 loasees. During April-December, 1994,
the Company disbuvsed k.183.14 1zkhs. to two loanees
ieaving #5. 161.55 lakhs un-disbursed for want of
comuletion of legal formalities. The undisburged
amount of k.161.86 lakhswas kept in term deposit.
The differential amount o0f -interest - earned
(#5.33.77 lakhs) and paid (K.46.36 T1akhs) by the
Company wae Ri.12.55 lakhs which was avoidable.

(1]
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2.2 The Company in its reply stated that
ks.28.65 lakh (out of the unreleased amounts) were
released to 20 Cinema Theatres for renovation op

the order of the Government.

(Managing Director) in its
t the undisbursed amount
orders of the Government

ised accordingly.

2.3 The Company
oral evidence stated tha
was diverted as per the
of Andhra Pradesh and util

) 2.4 The Committee feels that both the aspects
viz., non-release of documentaries after roduction
and belated drawal of loaneeS by the beneficiaries

are results of improper lanning leading to Finan-
cial loss to the Government. The Committee, there-
Tore, recommends that the Company must ensure
proper planning in future before taking up such
projects.

2. A.P. STATE FINANCIAL CORPORATION:

[Report of the C & AG of India (Commercial) for
the years 1994-95 and 1995-96].

AUDIT REPORT 1994-95 (COMMERCIAL)

(a) Exteusion of undue favour to loanees
(Para 4B. 1.1)

3.1 The Corporation provides reliefs through
one time settlement (OTS) to the defaulting units
where the realisation of dues becomes difficult.
Under the OTS Scheme the defaulting 1loanee is
required to pay the principal with simple interest
or an amount equal to the value of the assets,

which is BIGHER.  _ _ __ . ___.

1. Sri Ramulu Aluminium Industries:

Amount Value of Interest 0TS Amount Undue
out— ) assets amount received benefit
standing extended
£2.65 12.61 4.50 12.61 2.00 10.61

e i ——
—

3.2 The Corporation in its

. explanatory notes stated
that the Corporation collected Rs.9.73 1lakh (Principal
R§.3-69 lakh and interest Rs.6.04 lakh) as against toial
disbursed amount of Rs.3.69 lakh under OTS scheme

2. M/s. Lohman castings, Anakapally
Amount Value of Interest 0TS Amount Undﬁe

g::;ding assets amount received benefit
extended

11.53 15.99 5.63 11.53 5.00 6.53’




1.3 The Corporation in its

explanator noten state
that the Corporation ! -

' collected Ru.13.93 lakh which consintn
of Ru.3.53 lakh towards Principal and ms.10.40 Lakh

’ 7 ‘ towards
interest. as against disbursed amount of Ru.H8.34 lakh.

3. M/s. lotel Sudha, Gajuvaka, Visakhapatnam

Amount: Value of Interest ors

Amount. Undue
out- assets amount  received benefit
standing ' extended
34.12 65.00 22.70 34.12 22.70 11.42

o o - b - oo

. S S A S ot B G S L S o S o o e i B e D B A G

3.4 The amount received under 0TS (Rs.22.70 lakh) is
far less than the value of the Assets (Rs. 65.00 lakhs)

- 3.5 The Corporation in its explanatory notes stated that
the Corporation collected Rs.41.02 lakh which consists of

Rs.12.36 lakh towards Principal and Rs. 28.66 lakh towards
interest as against the disbursed amount of Rs.29.80 lakh.

4. M/s. Teak Tiles (India), Hyderabad.

Amount Value of Interest 0TS Amount Undue
out- assets amount received benefit
standing extended
71.80 35.64 29.91 35.64 18.89 16.75

e e e e e S e e e e e S B S e e S 2 e B P S S e A8 B s S

3.6 Amount received (Rs.18.89 lakh) is far less than the
value of assets (Rs. 35.64 lakh).

3.7 The Corporaion in its explanatory notes stated that
against the total loan disbursed Rs.10.69 lakh the loanee
has paid Rs.2l lakh as OTS amount.

5. M/s. Blue Star Hotel, Hyderaioad (Malakpet)

. w o i o S o T e e S e i 2 i S s

Amount value of Interest 0TS Amount Undue
out- assets amount received benefit
standing extended
47.55 15.50 17.03 17.03 10.00 7.03

— o ___._._._.,.__.._._._........_._....._-_..-_._..._..-._—.-.-—_-.-._.—.-.—
S — ———— T — — . o —— -

3.8 The amount received (115.10.00 lakh) is far less
than the amount payable (Rs.17.03 lakh) under OTS.

3.9 ‘The Corporation in its explanatory notes stat:d
that as against the loan disbursed amount of Rs.6.67 lakh,

the company paid Rs.16.23 lakh-
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its explanatory notes

The Corporation in ‘ 7
his orpo pald Rs.2.88 1lakh

3.10
loanee lhas

stated that the
against Rs.3.04 lakh.

3.11 1In his oral evidence the Managing Director

of the Cerporation stated that in One Time Settle-
ment (OTS) cases interest is growing over and
above the Principal. He also quoted an example
where Principal was Rs.3.00 lakh and 1nterest
became due was Rs.65.00 lakh (M/s. Prameela Indus-
tries). e also stated that oTs was started in 1992

1998 and 1999. Guide-

and revised in 1996, 1997, . :
lines prepared from time to time will not suit in
Every unit has got 1its own

mes cases are to be settled on

individual cases.
problems. Some tx

ds also. Special drive 1s taken
n 15 to 20 cases

humanitarian groun
up and each senior manager 15 give

by name.

3.12 The Committee recommends that continuous
menitoring and follow-up action shall be taken in
roordination with the revenue authorities to

recover the dues in time.

(b) I1dle Floor space (Para 4B 1.2:)

4.1 8600 sft. space was available and kept
vacant in the Head Office building and 10850 sft.
floor space was vacant in the Annexure building.

4.2 But the Hyderabad and R.R. district
tra?ches were accomnodated in rented accommodation
of 7518 sft., which is few yards away from the Head

office .

, 4,3 Out of the 8600 sft. available 2600 stt. was
leased-out to a Central GCovernment Office leaving
# balance of 6000 sft, The space 1In Annexure
bullding was gold ocut te a coop - . in
December, 1994, p. 8aociety
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4:4 The Corporation in its explanatory notes
stated that,- the Hyderabad zZone was bifurcated
into Hyderabad Zone I and II and Hyderabad branch
was brought back from 1leasegd accommodation.

Hence, the 3 offices have been occupyinc the
available flcor space. g

4.5 The ?ﬁanaglng Director in his oral evidernce
stated that the floor space was vacant for just 7

months period only ané now the Zonal Office has
been accommodated in the space.

4.6 The Committee, therefore, :ecormnrds that
in future, the Company shall go for hiring of space
after due consideration and realistic assess;uent
of need to aveid wastage of public money.

(c) Missing Units (Para 4B 1.3)

e ¥ To the end of 1992-93 as per the informa-
tion given by the branch there were as many as
1735 units whose assets were missing sither fully
or partly involving an outstanding loarn andé interet
of B5.1712.26 lakh.

&1}

5.2 The Corporation in its explanatorv notes
stated that the Corporation has instructed the
Eranch Managers to arrange to prepare detailed
case sheets in respect of all the fully or partly
missing urits and to submit them to their higher
ups for their periodical review. The amount
involved (0.77%) and the cases involved (4.33%) in
this respect was very negligible.

5.3. 2 separate MU cell is formed to closely
monitor the aspects of th2 missing units. Presently

the MU cell is de-centralised to monitor the
issue at the rebpectl\m branch level. An OSD has
oeen appocinted for & months te take disciplinary

action against the employees wao were responsible.

5.4 The M¢naging birector in his oral evidence
stated that physical inspections are being conducted

(™

and M1S systems are being planned to know exactly
where the fault lies and to plug loopholes.

5.5 The gqﬂmut.tno rncommonda that numbexr of
e cases Ehill bDe fUdu\Lu by taking a

e S T — R ———

Lhr* Management rrom _time to time

Lupc' ial drive by

e c———

and {JflJu[ _pos 1L10n

e, e

1ntfmited to_the Committee at
the earliest on the. “instant cases.

J.546-3
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AUDIT REPORT 1995-96 (Commercial )

without verifyving the
(Para 4B.1.1). .

(4) Disbursement of loan
credentials of promoters

6.1 The Corporation sanctioned a term loan of
%5.96.95 lakh to Mijura Stores (P) Ltd., Nellore to
meet the cost of . import machinery intended for
setting up of 100% export oriented granite unit
estimated to cost Bks.241.50 lakh. The amount was
sanctioned and disbursed without completing
formalities relating to execution of loan agreement
furnishing of collateral securities and without
verifying the credit worthiness of the loanee.

6.2 The Corporation in its explanatory notes
stated that after receiving the confirmation letter
from the IDBI regarding refinance only the Corpo-
ration has released the amounts and the assets of
the unit were sold and the amount due is 1s.92.55

lakh (principle).

6.3 In his oral evidence, The Managing
Director stated that till 1993 collateral security
has not been taken by the Corporation, but now
collateral security is being accepted. The Corpo-
ration is trying to implement Revenue Recovery
act also. 20 acres of land was identified on the
name of the loanee and a case under section 31(a)
of SFC Act was filed so that the property would
not be transferred.

6.4 The Committee recommends that collateral

gecurity shall be increased to 50% or the cost of
Imported machinery when a Joan ig extended for
importing machinery for setting up a unit with the
Telip of the Corporation to protect the interest,
of the Corporation., As the problem of genuinenoss
of _tne loance/machinery arises in ranpect  of
Ezport/lmpart trade or any machinery is belng
imported for setting up of @ unit in Tndia inspec-

T e e L r T e T R A A PR

fion ehall be made by the Corporation on the

A

export/inport goods.  This aspect shall be Brought,

- - f...._-.._=.ﬁ.p = h ol it e L e g -
I:f.t.5..?:.*!.5?‘.4,.95::-’:%.‘3“._(—3’.:mH’.‘.‘LJ‘- Gociation of GFCe in the
. ot ) . ey i —— afe LI
gountry to help the Corporation to be more safe L0
respect of erport and import trade.

[ S B

te) Lanction of loan for production of fre?
ara 4B.1,2) o

R TR e Bty iy

flow and jf;d_j zed calt (P
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7.1 ‘The Corporastion during 19658/1990 relessed
a term loan of B.33.26 lsxh, soft losn of %4 iaih
and seed capital 8.6 lakh. The production 6;
tree-£1ovw  gsalt 2ould not be started dus to nr}n;
suitabllity of raw-salt available st the location.,
The Company diversifiea fts 1ine of production e
parium Chemicals during 1991 and  could nf:'t
continuea its  production beyond 1992  due to
uncconomie cost of production.

7.2 The Corporalon in its exzplanatory notes
stated that the unit was sold out and notices were
issued under R.R. act,

The Managing Director in nis oral evidence
stated that an amount of K.71.17 lakh iz yet to be
realised.,

7.3 The Committee, therefore, recommends that
in (UTOTE—THE Colpany Gha Tl miY.é Ad6Cuate realisrie
and _independent  aspenement.  of all the projects
with speclal reference to the nuitzpility nf raw

materfal . Tn this instanc case, .the Corpocration is

e s S e ——

adviged to settle the case at the sarliest and
intimate the Commnittee.

(f) Financial accommodaticn to a promoter
(para 48B.1.3)

8.] The Corporation disbursec a loan of
.20.62 Jlakh (1984-85) under IDBI refinance scheme
to a unit to produce grinding media and magnesium
steel castings. In 1986 the Company diversified
ity activity and started producing steel ingots
for which no license was obtained and which was
also a banncd item for financing by IDBI.

8.2 The Corporation in its explanatory notes
rtated that “his being a consortium finance case and
APIDC being the lead institution the Corporation
could not take dractic action for seizing the unit
ete,

#.3 The Managing Diractor in his oral avidence
stated that in consortium meeting held on 9.9.1992
it wags decided o settle the account of the company
on UT5 basis and the company hie paid b.20.99 lakh
toviards ceaneipal and intexest ané the accounk
wa. closed. 1u consortivm  casen normally the
Corporation fou)lows the cecislon of tha lead
institugion,

8.4 'Phe Committee recommends that timely action
shall hé La¥en G solze the .‘:‘t."f;i,";@\-.-} f sick units
Bh y =84 “Tead Financier to recover

ihe dues to The Corporation,
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SUMMARY OF RECOMMENDATIONS

1. The Committee feels that both ¢

; the aspects
ViZz., non-release of documentaries after production
and belated drawal of loans by the beneficiaries<
are results of improper planning leading to Finan-
cial loss to the Government. The Committee,
therefore, recommends - that the Company must
€nsure proper planning in future before taking up

such projects. (Paragraph No. 2.4)

2. The Committee recommends that continuous
monitoring and follow up action shall be taken in
coordination with the revenue authorities

to
recover the dues in time.

(Paragraph No. 3.12)
3. The Committee recommends
the Company shall
consideration ang
avoid wastage of

me that, in future,

go for hiring of space zaft
realistic asses

public money.

er gdue
Sment of need :o
(Paragraph wNo. 4.8)
4. The Committee recommends that number o
such missing cases shall be reduced by taking
special drive by the Management from time g time
and factual position intimated to the Commiiie
the earliest on the instant cases..

(Paragraph Ro. 5.5}

5. The Committee recommends that collateral
security shall be increased to 50% of the cost of
the imported machinery when a loan is extendsgd
for importing machinery for setting up a unit
with the help of the Corporation to protect +he

interest of the Corporation.

As the problem of Genuineness of the lozanese/
machinery arises in respect ‘of Expert i;;?r:
trade or any machinery is bpeing }@pcr;e{ﬂ:;:
setting up of a unit in India, inspection shall b=
made by the Corporation on thg expo;tf;mgg::
goods. This aspect shall be brought to tnelno;;?e
of the association of SFCs in the country :Oaée‘
the Corporation tc be more safe 1n respect ©

export and import trade. {Paragraph No. ©.4
6. The Committee recommends that, 1531 ._f;utu:f;
the Company shall make adequati. reaizﬂziczﬁzz
independent assessment oﬁ all F"e'.gigi‘_;; =
special reference to tne Sulﬁi?ii;i;ma-écn ™
material. In this instant casel t ;p -{:23;_ e
advised to settle the case ac the earliest :

e

intimate the Committee.



0

7. The
zction shall be taken
units in coordination
recover the dues to the Corp

Committee recopmends that timely *
to seize the assets of sicg
with the lead financier to
oration.

(Paragraph No. 8,4)
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