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Preface 

This Report of the Comptroller and Auditor General of India has been p repared 

for submiss ion to the Pres ident o f India under Article 15 L o f the Constitution of 

India for be ing laid before the Parli ament. The audit has been conducted in 

conformity with the Audi ti ng Standards issued by the Comptroller and Auditor 

General of India. 

The Report contains results of audi t of 'Implementation of Pratyaksh Hastantrit 

Labh Yojana (PAHAL (DBTL) Sche me)' introduced by Government of India in 

November 2014 for transfer of subsidy on Liquefi ed Petroleum Gas (LPG) 

d irectly to the consumers linking the ir Aadhaar Number, Bank accou nt and LPG 

Consumer ID. The Sc he me is imple me nted by th ree Government of India 

owned Oil Marketing Companies, vi~., Indian Oil Corporation Limited (JOCL), 

Hindustan Petroleum Corporation Limited (HPCL) and Bharat Petroleum 

Corporation Limi ted (BPC L). The Scheme involves 16. 17 crore domestic LPG 

consumer serviced by 16,78 1 LPG d istributors of the three O il Marketing 

Companies. Given the significance o f the Scheme and its widespread impact, an 

aud it of its implementation was taken up. 

The Report highlights few concerns noticed in imple mentation of the PAHAL 

(DBTL) Scheme and also addresses the financ ial impact of the Scheme. 

Audit wishes to acknowledge the cooperation extended by the three Oil 

Marketing Companies (BPCL, HPC L and IOC L) and Ministry of Petro leum and 

Natural Gas in providing records, information and c larification in completing the 

audit. 
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Executive Summary 

Introduction: 

Liquefied Petroleum Gas (LPG) is a clean fuel and hence Government of India (Go!) wanted 

to popularise use of this fuel for domestic use by making it affordable for the consumer. 

Subsidised supply of domestic LPG was intended to protect the consumers from highly 

volatile international prices. The under-recoveries of Oil Marketing Companies (OMCs), viz., 

Indian Oil Corporation Limited (IOCL), Bharat Petroleum Corporation Limited (BPCL) and 

Hindustan Petroleum Corporation Limited (HPCL) arising from subsidising were 

compensated partly through budgetary support from Go! and partly through subsidy given 

by upstream companies on purchase of crude. Gol introduced "Pratyaksh Hanstantrit Labh 

Yojana" (PAHAL (Direct Benefit Transfer for LPG) Scheme) for transferring the subsidy on 

LPG directly to the consumers on 15 November 20 14 in 54 di strict (151 Phase) and in the 

remaining 622 districts on l January 2015 (2"d phase). Aadhaar number was not mandatory 

for a customer to avail of subsidy benefit under the PAHAL (DBTL) Scheme. 

Objectives of PAHAL Scheme: 

The objectives of the PAHAL (DBTL) Scheme were to: 

• Remove incentive for diversion 

• Weed out fake/duplicate connections 

• Protect entitlement and ensure subsidy to the customer 

• Improve availability/delivery of LPG cylinders to genuine users 

• Allow self-se lection in subsidy. 

PAHAL (DBTL) Scheme envisaged curbing pilferage and diversion in domestic LPG 

distribution system of OMCs by affecting transfer of subsidy directl y into the Bank account 

of eligible consumers. The Scheme is being implemented by the OMCs through its network 

of LPG distributors who constitute the interface with customers. 

Highlights 

While PAHAL (DBTL) Scheme appears to have addressed the concern regarding diversion 

of subsidised LPG cylinders to commercial consumers, the risk of diversion of non

subsidised domestic LPG to commercial consumers still remains. Audit ob erved that the 

number of domestic consumers consuming more than 24 cylinders in the first seven months 

of 2015-16 is 2.6 times that in the whole year of 2014- 15. It was also noticed that 23,104 

domestic consumers in IOCL, 5,662 in HPCL and 7 ,993 in BPCL had consumed more than 

12 cylinders in the first seven months of 20 15-16. Since there is a significant difference in 
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cost of non-subsidised domestic LPG and commercial LPG on account of differential taxes 

and duties levied on the two categories of consumers, there is a risk of diversion associated 

with higher consumption of domestic non-sub idi ed cylinder . 

(Paragraph 3.1 & 3.2) 

Audit noticed multiple LPG connections havi ng the same Aadhaar number or same Bank 

account in the consumer database maintained by the OMCs. In some of the multiple 

connections, two or more than two connections constituting the multiple connection drew 

ubsidy and Permanent Advance whereas in the remaining cases, one of the multip.le 

connections remained ' active' while the other connections were indicated as 'transferred' or 

'in-transit' . Though, sub idy was paid only for the ' acti ve' connection, the pos ibility of 

payment of subsidy to 'transferred' or ' in-transit' connections in future cannot be ruled out. 

(Paragraph 4.1.1 (i) & (ii)) 

Considering that the de-duplication exercise carried out by National Informatics Centre is 

presently on a real time basis, it was reasonable to expect that the database of consumer 

provided by the OMCs would not have any duplicate connection bearing 'Same Name Same 

Addres ' (SNSA). Audit scrutinised a sample of 34 per cent of the distributor database and 

found a number of exact matches (100 per cent match) of SNSA cases. This was noticed in 

all the three OMCs. Further, Audit also verified existence of connections with 'Same Name, 

Same Date of Birth and Same Registered Mobile Number' to identify multiple connections in 

the databa e. Audit examination indicated pre ence of multiple connection on the basis of 

these parameters. A total of 15,885 consumers linked with 34,729 connections were noticed 

against the first parameter aero the OM Cs, 11 , 17 L consumers linked with 24,329 

connections were noticed agai nst the second parameter. 

(Paragraph 4.1.1 (iii) & (iv)) 

Audit verified existence of multiple connections bearing 'Same Aadhaar Number' and 'Same 

Bank IFSC and Same Bank Account Number' . The verification identified 74, 180 LPG 

customer linked to 37,090 Aadhaar numbers indicating existence of multiple connections. 

In the case of 'Same Bank TFSC and Sarne Bank Account Number', 17,694 LPG 'active' 

customer IDs were linked with 8,847 same bank IFSC and same bank account number. 

(Paragraph 4.1.2 (i) & (ii)) 

Audit noticed that the Date of Birth of consumers were not accurately captured in the LPG 

Database. Further, LPG connections were issued to minors in violation of the LPG Control 

Order. A udit scrutiny also revealed incorrect capture of PIN codes, Aadhaar numbers, and 

incorrect seeding of IFS Codes in the con umer database of OMCs indicating lack of 

appropriate input controls. Such inconsistencies in the consumer database is evidence of 

inval id entries in the database and poor input controls, which compromi es the authenticity 
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and integrity of the consumer database. Further, this may also lead to consumers being 

unable to avail of the subsidy benefit under the Scheme. 

(Paragraph 4.4) 

While the OMCs have addressed most of the Scheme related complaints of the customers, the 

target of redressal within seven days could not be achieved. Audit observed that the 

achievement rate of redressaJ within seven days was 86 per cent in IOCL, 76 per cent in 

HPCL and 82 per cent in BPCL. The overall rate of achievement was, however, 97.8 per 

cent of the complaints received regarding PAHAL (DBTL) Scheme from 1 January 2015 to 

15 August 2015 as per data furnished to Audit. There were however instances where time 

taken to resolve the complaints ranged from one month to more than six months (l ,611 cases 

in IOCL; 2,292 in HPCL and 11,740 in BPCL). 

(Paragraph 5.1) 

Issue of subsidised LPG cylinders beyond the quota of 12 cylinders per annum and instances 

of payment of Permanent Advance to multiple connections were noticed in audit 

examination. In 2014-15, the cap of 12 subsidised cylinders per annum had been violated 

and 15.57 lakh active domestic consumers had received more than 12 subsidised cylinders 

from April 201 4 to 31 March 2015 leading to excess payment of subsidy. In the ample 

checked, intra-OMC de-duplication indicated that 37,499 consumers during the year 2014-15 

and 8,707 consumers during the year 2015-16 (up to 31 October 2015) having multiple 

connections had availed more than their quota of 12 subsidised cylinders. Besides, 5 1,443 

consumers had received permanent advance amounting to ~1 .30 crore on multiple 

connections. 

(Paragraph 5.2) 

Audit noticed that the reason for failure of 485 out of 751 fai led transactions was attributable 

to distributors which emphasises the need for effective monitoring of data entry by OMCs 

and adequate input controls and validations in the database to ensure its accuracy. Moreover, 

some transactions failed as some of the Grameen Banks were not on National Payment 

Corporation of India's (NPCI) system. There is a need to ensure synchronisation of aJ l 

customer banks with the payment bridge of NPCI. 

(Paragraph 6.1) 

Though customers have joined the P AHAL (DBTL) Scheme and linked their Bank account 

and in some cases Aadhaar number to the domestic customer database, transactions for 

transferring the Permanent Advance have failed. Audit examination of the same indicated 

that a total of 47 .23 lakh consumers did not receive Permanent Advance amounting to 

n69.09 crore as on 31 October 2015. Since the purpose of payment of Permanent Advance 

is to assi t the consumer in purchasing LPG cylinders at market price without any financial 

burden, it is imperative that all the eligible LPG consumers receive the advance upon their 
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first refi ll booking. Non-transfer of permanent advance to consumers defeated the objective 

of providing for permanent advance under the PAHAL (DBTL) Scheme. 

(Paragraph 6.2) 

Non-Cash Transfer Compliant (NCTC) con umer are those, who have not joined the 

PAHAL (OBTL) Scheme. A marketing research agency engaged by BPCL (May 2015) 

indicated that as many as 77 per cent of the NCTC consumers wished to be a part of the 

Scheme but were deterred by lack of knowledge, lengthy process, low proce s clarity, time 

taken for proce ing, etc. This underline the possibility that more effort may be essential for 

the outreach to all LPG consumers o that de erving consumers are not deprived of subsidy, 

particularly considering that 28 per cent of the NCTC consumer are rural con umer . 

(Paragraph 7.1) 

A one-time Permanent Advance is given to the domestic LPG consumer so a to enable the 

consumer to pay for the fust cylinder delivered at market rates on joining the PAHAL 

(DBTL) Scheme. This advance is meant to remain with the consumer till the connection is 

terminated, when the advance would be recovered from the security deposit lyi ng with the 

OMCs. Audit noticed that the security deposit held by the OMC was much lower than the 

advance paid in 29.92 lakh cases; the amount of shortfall being ~68.39 crore. As such, 

recovery of the Permanent Advance (PA) would not be possible in these cases. Moreover, 

PA continued to be held by the con umer even when the consumer's statu changes to Non 

Ca h Tran fer Compliant (NCTC). Audit noticed 9.58 lakh NCTC consumer holding 

~49.21 crore as Permanent Advance collectively. 

(Paragraph 8.1) 

MoPNG estimated (February 2016) potential avings in LPG subsidy for 2015-16 at ~9,211 

crore while the OMCs estimated the savings for the same period at ~5,107.48 crore. The 

methodologies adopted by the Ministry and the OMCs were different. In both estimations, 

however, Audit noticed inherent inconsistencies which would lower the e timated savings. 

MoPNG as urned that the inactive or blocked consumers, who were not eligible for subsidy 

would have availed the entire quota of 12 cyl inders against the national average per capita 

consumption of 6.27 cylinders in 2014-15. Considering the national average off take of 6.27 

cylinder (as u ed by OMCs in their estimation), the estimated savings in ub idy for the year 

20 15-16 would be ~4,813 crore only. 

(Paragraph 9.1) 

IOCL (the coordinating agency of OMCs for LPG) considered the average ubsidy rate in 

2014-15 while working out the subsidy savings for 2015-16. This has led to an 

over-statement of savings in subsidy, in view of the sharp fall in prices in 2015-16 vis-a-vis 

20 14-15. If the average subsidy of Zl69.45 per cylinder in 2015-16 was considered (as used 
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by MoPNG in their estimation), and after considering the savings in subsidy due to opting 

'Give-it Up ' by 67.27 lakh consumer (as on 29 February 2016), the subs idy savings would 

reduce to ~3,473.48 crore, instead of~5,107.48 crore e timated by the OMCs. 

(Paragraph 9.2) 

The actual sub idy payout during the period from April 2015 to December 2015 was 

~12,084. 24 crore as against ~35,400.46 crore during April 2014 to December 2014. The 

significant reduction of~ 23,316.21 crore in subsidy payout was on account of the combined 

effect of decrea e in off ta.lee of ubsidised cylinders by consumers and lower subsidy rates 

ari sing from the sharp fall in crude prices in 20 15-16. Audit examination indicated that 

reduced subsidy rate on account of fall in crude oil price resulted in reduced subsidy payout 

of ~21 ,552.28 crore, while the effect on the same due to reduced offtake of cylinders by 

consumer worked out to ~1,763.93 crore. Therefore, it is evident that the lower subsidy rates 

in 2015-16 i , by far, the most s ignificant factor resulted in subsidy saving . 

(Paragraph 9.3) 

Audit suggests the following recommendations in order to address the i sues highlighted in 

thi s Report: 

(i) Effecti ve teps may need to be taken to di -incentivise diver ion of non-sub idi ed 

dome tic LPG cylinder to the commercial segment. 

(ii) Considering that audit scrutiny of the e lected sample revealed existence of multiple 

connection , the entire databa e need to be scrutinised by the OMCs and effective 

action should be ensured. The integrity of the database need to be maintained. 

While the OMCs have a ured institution of appropriate check for new additions to 

the consumer database, there is an urgent need to ensure correctne s and integrity of 

the exi ting database. Appropriate and transparent documentation of blocking and 

un-blocking of su pected multiple connections also needs to be ensured. 

(iii ) Appropriate input control , data validations and trict oversight i essential at the 

di tributer interface to en ure correctne of data entry at their end which would not 

onl y improve the integrity of the con umer database but al o eliminate failed 

transactions arising from incorrect information. 

(iv) Audit ha noted the decrease in the number of Non-Ca h Transfer Compliant 

con umer . However, more focussed outreach efforts may be necessary to en ure 

that de erving con umers are not depri ved of subsidy for want of knowledge of the 

Scheme or clarity regarding it proces es. 

(v) Appropriate policy decisions may be necessary to address the blocking of Permanent 

Advance with Non Cash Tran fer Compliant consumers and recovery of Permanent 

Advance from con umer having a lower ecurity deposit compared to it. 
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Liquefied Petroleum Gas (LPG) is a clean fuel. Government of India (Gol) has been 

subsidis ing the domestic supply of LPG to popularise the use of this fuel for domestic use and 

render it affordable to the domestic consumers. Traditionally, LPG was made available to 

domestic consumers by the Government of India owned Oil Marketing Companies (OMCs) 

at a subsidised price. The under-recoveries of OMCs arising from subsidis ing LPG were 

compensated partly through budgetary support from Gol and pai1ly through subsidy given by 

upstream companies on purchase of crude. Gol introduced (15 November 20 14) "Pratyaksh 

Hanstantrit Labh Yojana" (PAHAL (Direct Benefit Transfer for LPG) Scheme) fo r 

tran ferring the subsidy on LPG gas directly to the consumers. The Scheme is being 

implemented by three OMCs, viz., Indian Oil Corporation Limited (IOCL), Hindustan 

Petroleum Corporation Limjted (HPCL) and Bharat Petroleum Corporation Limited (BPCL) 

through their network of LPG distributors. Considering the significance of the Scheme and its 

implementation, an audit was carried out for exarrunation of the implementation of PAHAL 

(DBTL) Scheme. 

1.2. Audit objective and scope 

The audit objectives includes whether the implementation of the Scheme: 

• Effectively removed incentive for diversion of LPG cylinders; 

• Weeded out fake/duplicate LPG connections effectively; 

• Provided for protecting entitlement and ensuring subsidy to the consumers; 

• Effecti vely improved availability/delivery of LPG cylinders to genuine users; 

• Allowed self-selection in subsidy (i.e., subsidy giving up); 

• Was carried out efficiently and in compliance with the laid down process. 

Audit covered the implementation of the Scheme by the three OMCs for the period from l 

January 2015 to 3 1 October 20 15. 

1.3. Audit sample and sampling methodology 

As on 3 L October 2015, there were 16,78 1 LPG distributors in the country servicing 19.26 

crore registered domestic LPG consumers. The OMC-wise LPG distributors and consumers 

are indicated in the table below: 
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Table-1: Details of OMC-wise LPG distributors and consumers 

Particulars IOCL HPCL BPCL Total 

Tota l number of LPG distributors 8,343 4 ,27 1 4, 167 16,781 

Number of active LPG domestic consumers (in crore) 

Aadhaar Cash Transfer Compliant (ACT C) consumers 4. 17 2.08 2.25 8.50 

Bank Cash Transfer Compliant (BCTC) consumers 2.82 1.58 1.55 5.95 

To ta l Cash Transfer Compliant (CTC) consumers 6.99 3.66 3.81 14.45 

Non-Cash Transfer Compliant (NCTC) consumer 0.83 0.40 0.48 1.72 

Total active domestic LPG consumers 7.82 4.06 4.29 16.17 

Number of other than active consumers 1.58 0.76 0 .74 3.09 

Total registered domestic LPG consumers 9.40 4.82 5.03 19.26 

Cash Transfer Compliant to total active consumers(%) 89.34 90.08 88.75 89.37 

Non-Cash T ransfer Compliant to total active consumers(%) 10.66 9.92 11 .25 10.63 

Audit adopted risk based sampling and selected 34 per cent of the LPG di stributors for 

further scrutiny. 

The risk parameters considered for such selection were: 

• Subsidy pay-outs pertaining to the distributor with distributors accounting for higher 

subsidy pay-outs being considered as higher risk category. 

• The number of Bank Cash Transfer Compliant (BCTC) consumers with distributors 

having a higher number of BCTC consumers being considered higher risk category 

since such consumers do not have the added safeguard of Aadhaar number check. 

• Changes made to name, address or bank account based on probability that higher the 

frequency of changes, the higher the perceived risk. 

• Number of complaints with higher number of complaints receiving the higher the 

risk. 

• Number of failed transactions 1
; higher the number of f ailed transactions, higher the 

risk of consumers being deprived of advance or subsidy. 

While selecting the distributors, due consideration was given to representation of 

geographical regions in the sample. The database of each OMC was ordered zone-wise 

(north, south, east and west) and a sample of the top 34 per cent was selected. It was also 

ensured that distributors were in each OMC was represented in the sample to the extent the 

Company's market share. IOCL accounts for half the distributors while the other two OMCs 

have one-fourth share each and thi s ratio was maintained in the selection of sample. 

1 Any transaction which is returned/rejected by Bank/National Payment Corporation of India is classified as a Fai led 
Transaction 
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The data obtained from the centraJ servers of the three OM Cs as on 3 1 October 20 15 was 

ordered as per the above-mentioned risk parameters and the top 34 per cent distributors were 

selected. 

Top one per cent of distributors (165 LPG distributors) were also selected for detailed 

verification at the distributors' end. 

Jn the case of LPG consumers, audit examination was carried out on a sample of l l.89 crore 

domestic LPG consumers (comprising 9 .94 crore active and l .95 cro re other than active 

consumers) coming under the selected 34 per cent distributors out of a total population size 

of 19.26 crore consumers. The details of the sample selected for examination in audit is 

given in the table below: 

Table-2: OMC-wise sample selected for audit 

Name Number of LPG Registered LPG 
ofOMC Distributors domestic consumers 

(in crore) 
Total Selected % Total Selected % 

IOCL 8,343 2,840 34 .04 9.40 5.80 6 J .70 
BPCL 4,27 l 1,460 34. 18 4.82 3.25 64.6 1 
HPCL 4,167 1,4 16 33.98 5.03 2.84 56.46 
Total 16,781 5,716 34.06 19.26 11.89 61.73 

1.4. Audit criteria 

The cri teria for the audit was drawn from provisions of: 

i) Handbook on - 'PAHAL' Pratyaksh Hanstantrit Labh Direct Benefits Transfer For LPG 
(DBTL) Consumers Scheme (version 2) published by Ministry of Petroleum and 
Natural Gas 

ii) Dhande Committee Report on Review o f Direct Benefit Transfer for LPG Scheme 
(May 201 4) 

iii) Liquefied Petroleum Gas (Regulation of Supply and Distribution) Order, 2000 and 
Amendment's thereto vide Liquefied Petroleum Ga (Regulation of Supply and 
Distribution) Order, 2009. 

iv) Office Memoranda and Circulars issued by Ministry of Petroleum and Natural Gas and 
Petroleum Planning and Analysis Cell (PPAC) regarding implementation and operation 
of PAHAL (DBTL) Scheme. 

1.5. Audit methodology 

The data from central server (being the central point of implementation of PAHAL (DBTL) 

Scheme) as provided by three OMCs in respect of 34 per cent LPG distributors was test 

checked and analysed in audit. Initiall y one per cent of the population of distributors as on 

15 August 2015 was elected for aud it scrutiny. Instances of multiple connections in this 
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sample necessitated detailed analysis of a larger sample size and hence, the sample size was 

subsequently .increased to 34 per cent with the ba:lanc~ 33':per cent pertaining to data ai on 
• ' I • ;-,.-.-.·· •" ',, • ' ' • • 

31 October 2015. The data · anaj.ysis was carried out with the help of Interactive Data 

Extraction and Analysis (IDEA) software. 
! 

Audit checked the uniqueness and correctness of customer database, adequacy of systems put 

:i.n place py OMCs to ensure de-duplication, and correctness of the transactions relating to 

release of Permanent Advances and refill subsidy to Cash Transfer Compliant customers. 

Audit also conducted physical verification ofrecords of 165 LPG distributors (one per cent of 

total population of LPG distributors) spread across the four regions of country and three 

OMCs tol examine the procedures followed and documentation maintained at the distributors 

end. The sample of' active consumers'. were used for audit examination in general, while the 

data in respect of 'other than active consumers' in combination with the data in respect of 

'active consumers' were used for specific checks on multiple connections. 

Audit also attempted to validate the overall financial impact of the PAHAL (DBTL) Scheme 

as workeq out by :Ministry of Petroleum and Natural Gas and OMCs. 

The draft audit report containing audit findings was issued to the three OMCs on 22 February 

2016. Replies to the diaft audit report were received in April 2016 (BPCL) and May 2016 

(IOCL and HPCL), which were duly incorporated in this Report. The draft audit report was 

issued (J~ne 2016) to the Ministry of Petroleum and Natural Gas (MoPNG). The reply 

fumished.(June 2016) were also duly incorporated in this Report. 

4 
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In 201 1, a Task Force was set up to sugges t ways and means to tackle the problem of 

increas ing under recoveries to OMCs and divers ion of domestic subs idi sed cylinder 

to the commercia l sector hav ing bearing on subsidy outgo. The terms of reference of 

the Task Force included identification of a fram ework fo r direct transfer of subsidy to 

the consumers based on Aadhaar Number. The Task Force in its report (July 2011) 

recommended the implementation of LPG subsidy in three phases as follows: 

Phase I: Impose cap on consumption of subsidised cylinders. 

Phase II: Direct transfer of subsidy to consumers into Aadhaar enabled bank account 

Phase III: Target segmented consumers to restri ct subsidy only to intended benefi ciaries. 

Direct Bank Transfer for LPG (DBTL) Scheme was launched (1 June 2013) by Gol with a 

cap of nine cylinders to achieve efficient subsidy administration. This cap was revised to I 1 

in February 2014 and to 12 for 20 14- 15. The Scheme envisaged curbing pilferage in and 

diversion of domesti c LPG distribution system of OMCs by effecting cash transfer of subsidy 

directly into the bank accoun t of the eligible consumers. The Scheme envisaged payment of 

market price for the domestic cylinders by LPG consumers and the transfer of subsidy 

amount directly to consumer's bank account. Domesti c LPG consumers were required as per 

the Scheme to link their Aadhaar Number and Bank Account Numbers with their LPG 

consumer ID to avai l the subsidy on domestic LPG cylinders. The consumers who linked 

their Bank account and Aadhaar number to their LPG consumer ID were termed Cash 

Transfer Compliant (CTC) and were eligible to receive a one-time Permanent Advance (PA) 

of ~435/- to enable them to pay market price of the first cylinder and subsequently the 

applicable subsidy amount on deli very of refi lls. The Scheme was implemented in 29 1 

districts of the country. 

2.2. Suspension of DBTL Scheme 

Having an Aadhaar number was a pre-requisite for availing subsidy under the DBTL Scheme. 

This led to consumer grievances, particularly in districts where Aadhaar penetration was low. 

The DBTL Scheme was suspended in March 20 14 and a committee headed by Shri S. G. 

Dhande was constituted (March 2014) to review the functioning of the Scheme. 

Subsequently, on 15 November 2014, direct benefit transfer for subsidy on domestic LPG 

was re-introduced under the "Pratyaksh Hanstantrit Labh Yojana" (PAHAL (DBTL) 

Scheme). 

5 
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2.3. Introduction of PAHAL (DBTL) Scheme 

The PAHAL (DBTL) Scheme was introduced on 15 November 2014 in 54 districts 

(l st phase) and subsequently extended to the remaining 622 1 districts on l January 2015 

(2"d phase). Unli ke DBTL Scheme, Aadhaar number was not mandatory for a consumer to 

avail of subsidy benefit under the PAHAL Scheme. An LPG consumer had the option of 

linking her/his bank account to her/his LPG consumer ID without quoting the Aadhaar 

number and receive subsidy in that bank account. 

The PAHAL (DBTL) Scheme i being implemented by the Oil Marketing Companies 

(OMCs) through its network of LPG distributors who constitute the interface with consumers. 

The distributors maintain the LPG consumer database (containing the particulars of the 

domestic LPG consumer, including a unique LPG ID, name, address, date of birth, bank 

account detai ls and Aadhaar number in case available) for the area earmarked for the 

di stributorship and periodicall y synchronises the same to the central ystem maintained by 

the OMCs. The di stributors deliver LPG cylinders in response to a request from the 

consumer at market prices and uploads proof of receipt by the consumer (i ndicating 

completion of the transaction) to the central system. The action for reimbursement of subsidy 

to the con umer is initiated by the OMC (central system) which sends the advice to the 

sponsor bank (State Bank of India) and onward to the National Payment Corporation of India 

(NPCI) enabled payment platform for crediting the bank account of the LPG consumer. The 

information regarding transfer of ubsidy to the consumer is received by the central system of 

the OMCs who then prefer a subsidy claim with the Government for reimbursement. 

2.4. Features of PAHAL (DBTL) Scheme 

• Objectives of PAHAL (DBTL) Scheme are: 

a. Remove incentive for diversion. 

b. Weed out fake/duplicate connection 

c. Protect entitlement and ensure subsidy to the consumer. 

d. Improve availability/delivery of LPG cylinders to genuine users. 

e. Allow self-selection in subsidy. 

• The conditions for receipt of subsidy under the Scheme are as fo llows: 

Consumers who wished to join the Scheme had to be Cash Transfer Compliant 

(CTC) to receive LPG subsidy amount and had two options: 

• Option I (Primary): 

W herever Aadhaar number is avai lable; it would remain the medium of 

cash transfer. Thu , an LPG consumer who has an Aadhaar Number has to 

li nk it to their Bank account number and LPG consumer number. These 

1 The Scheme was extended to all districts in the country on 0 I January 201 5. But OM Cs were authori:?;ed to exclude some 
districts/part o f di strict or distributors from the Sche me for reasons like connecti vity issues. etc. with the prior approval of 
Mini~try of Petro leum and atural Gas. 
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consumers would be referred as ACTC (Aadhaar Cash Transfer 

Compliant) consumers. 

• Option II (Secondary): 

If an LPG consumer does not have an Aadhaar number, then he/she can 

directly receive subsidy in his/her Bank account without the use of 

Aadhaar number. These consumers would be referred as BCTC (Bank 

Cash Transfer Compliant) consumers. 

o Domestic LPG consumers who have already joined the earlier DBTL Scheme by 

linking their Aadhaar number and Bank account number to the LPG database would 

not need to take fresh action for receiving subsidy since the subsidy would be 

transferred to their Bank accounts via Aadhaar number based on the previous 

seeding. 

• In the districts where the Scheme has been launched, domestic LPG cylinders would 

be sold at market determined price (i.e., price which does not include subsidy) from 

the date of launch of the Scheme. 

• The total cash applicable on LPG cylinder ('total cash' is the difference between 

market determined price and the subsidised retail selling price as applicable on the 

date of delivery) would then be transferred to the Bank account of CTC consumer for 

each subsidised cylinder delivered up to the cap of 12 cylinders for the whole year as 

per his/her entitlement. 

• Non-CTC consumers were allowed 3 months' grace period (up to 14 February 2015 

for pt phase and 31 March 2015 for 2nd phase) from the date of launch of PAHAL 

(DBTL) Scheme to become CTC. During this period, such consumers would receive 

their entitled cylinders at the then applicable subsidised retail selling price. 

• After the grace period of three months,' all non-CTC LPG consumers got an 

additional three-month parking period (i.e., up to 14 May 2015 for pt phase and 30 

June 2015 for 2nd phase), during which time, the sale would be at market determined 

price for all LPG consumers. During this period, the CTC consumers would get the:i.r 

subsidy in their bank account and the subsidy pertaining to transactions of non-C'fC 

consumers would be held back with the respective OMC. This withheld subsidy 

amount would be transferred to such LPG consumers who became C'fC anytime 

during this parking period. The withheld subsidy amount relating to such LPG 

consumers who did not become CTC during the parking period would lapse and sale 

of refill cylinders to them would continue at market determined price tiU such time 

the consumer attains CTC status. 

• A one-time permanent advance (PA) would be credited in the bank account of the . 

consumer who joined the Scheme after booking of first refill. The advance would be 

notified, from time to time, and would be paid as soon as the consumer made the first 
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booking for a cy linder after j oining the Scheme to ensure that the consumer had 

sufficient money required to pay for the first LPG cylinder. The PA amount was 

~568/- for the period 15 November 20 14 to 3 1 March 20 15. Thereafter, the PA 

amount has been revised every month and it varied from region to region 1• 

• LPG consumers who were provided permanent advance on a previous scale would 

not be eligible for any differential payment on account of the revision in the 

permanent advance 

2.5. Payment process of the Scheme 

The process of transfer of advance and subs idy to the con umer under the Scheme is 

represented in the flow charts be low: 

Figure-I: Tran fer of one time ca h advance (Pe rmanent Advance) 

Payment Bridge 

~ ponsor Bank 
( tate Bank of 

India) 

Aadhaar number 
Bank Account Number 

Ad'lance Amount 

Ordu bookinf 
i.:iitiatu the 
pernnaent 

advar.c-e 
amount 
cranS:er 

O~lC Cen:ral 
reporung 
sen-er 

J t 
c~rc LPG 

drnnbuuon 
apphcat1on 

Customer Bank 
Account 

Customer place.; Order 

D:stributor .-- --------

1 Price varies from sales location to location depending upon transportation charges involved in view of di lance from supply 
point and also State as well as local taxes applicable to that particular sales location. 
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Oil Company 
Customer lace~ Order Di tr1butor .... ~~~~~~~~---~~~~~~~~--

2.6. Procedure for settlement of PAHAL (DBTL) claims of OMCs 

OMCs were allowed to claim PA in re pect of all CTC consumer at the time of launch of the 

Scheme, but sub equently PA claim was to be made on ly after di sbursement for PA amount 

to the additional consumers that j o ined the Scheme. Similarly, OM Cs were required to lodge 

claims with Gol, on quarterly basis, towards ubs idy am ount success full y transfeITed to the 

Bank account of the LPG consumers. However, while lodging such claim OMCs are not 

entitled to c laim the e ntire subsidy amount tran ferred to the consumers. OMCs were e nti tled 

to claim subsidy amount only after deducting uncompensated cost1 Additionall y, OMCs 

are al so entitled to claim Project Management Expenditure2 on quarterl y basis, restric ted to 

~50 lakh per di strict. 

Ministry of Petro leum and Natural Ga (MoPNG/Ministry) vi de letter dated 7 August 20 15 

introduced monthly settlement mechani sm for PAHAL (DBTL) subsidy from the year 201 5-

16, wherein OMCs were required to open a eparate Bank account called ' Buffer Account ' 

for receiving the cash subsidy. OMC then had to submi t Audited statement of DBTL ale 

made on all India basis to Petro leum Planning and Analys is Cell (PPAC) that would 

scrutinize the sales figure communicated by OMCs and forward to the Ministry. MoPNG was 

1 Uncompensated cost are the cost elements such as import loss/non-revision loss etc. which arc not included in the 
methodology of cost price determination as mentioned in the appendix attached to the scheme. 

2 Project Management Expenses includes Seedi ng expenditure, Software charges/upgrade, Expenditure on forms/ 
SMS/seeding, Aadhaar generation camps, etc. 
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to process and send the proposal along with its recommendation to Integrated Finance 

Division (IFD) of MoPNG, which after examination would give its concurrence for release of 

cash subsidy applicable for each month. MoPNG would release the amounts to the Buffer 

Account of each OMC. Each OMC will be allowed to withdraw the ubsidy amount from 

Buffer Account based on the quantity of LPG sold under PAHAL (DBTL) Scheme during the 

period. The status of various claims lodged by the OMCs with MoPNG under 

DBTL/PAHAL Scheme and the subsidy amount sanctioned by Government of India (Gol ), 

for credit to Buffer Account is indicated in Annexure I. 

ln respon e to Chapter 10, MoPNG stated (June 20 16) that Permanent Advance has been 

discontinued with effect from I Apri l 2016. Department of Expenditure approved ad ju tment 

of ~6702.96 crore of one-time cash incentive (Permanent Advance) paid by the OMCs in the 

year 20 13- 14 and 2014- 15 to the consumers under the Scheme from the surplus availab le in 

the Buffer Account. 

2.7. Coverage under the PAHAL (DBTL) Scheme 

The PAHAL (DBTL) Scheme intends to cover all domestic LPG consumers which stood at 

16. 17 crore serviced by 16,78 1 di stributors as on 3 1 October 2015 . Indian Oil Corporation 

Ltd. (TOCL) accounts for approximately half the market share with 7.82 crore consumers and 

8,343 di stributors. The other two OMCs cover the balance consumer with the market hare 

d ivided nearly equally between them (i.e., Bharat Petroleum Corporation Ltd. (BPCL) having 

4.06 crore consumers serviced by 4271 distributors and Hindustan Petroleum Corporation 

Ltd. (HPCL) having 4.29 crore consumers serviced by 41 67 distributors). Of the total of 

16.17 crore domestic LPG consumers, 10.63 per cent have not joined the Scheme and were 

designated (3 1 October 20 15) as Non Cash Transfer Compliant (NCTC) consumers. Of the 

14.45 crore CTC consumers, 8.50 crore (59 per cent) were Aadhaar compliant (ACTC 

consumers). The balance 5.95 crore CTC consumers (41 per cent) had furnished only Bank 

account detai ls and were BCTC consumers (3 1 October 2015). 

2.8. IT Systems for implementing PAHAL (DBTL) Scheme 

The three OMCs (IOCL, BPCL and HPCL) had different IT systems and TT architecture for 

implementing the PAHAL (DBTL) Scheme. IOCL and HPCL had a de-centralised server 

archi tecture, a server at the distributor end and a central server with the OMC. The software 

used on the distributor servers of JOCL is Indsoft while the software used by HPCL is 

Distributor and Consumer Management System (DCMS). Each di stributor maintains the 

consumer database pertinent to her/ his distributorship and carries out transaction on the 

server operating on the specified software system (Indsoft fo r IOCL and DCMS for HPCL). 
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In the case of IOCL, any consumer creation/change requests are received at distributor 

premises based on the consumer request and such requests get pushed to Central Server for 

execution. The Central Server authorizes such requests, executes them based on the business 

logic and creates/changes the consumer's data first at Central Server. Subsequently, the 

changes are percolated back to the distributor software along with the request execution 

status. This mechanism ensures no unauthorized change happens to consumer database at the 

distributor level and the Central Server always has first information on creation/change of 

customer details. The transaction data at the distributor end is synchronised with the central 

server at periodic intervals. 

In the case of. HPCL, any consumer creation/change requests are received at distributor 

premises based on the consumer request and action is taken in local DCMS system. 

Periodically, the requests gets synchronised to the central server. As per this process, aU 

changes are made to consumer database at distributor level and then the data is synchronised 

to the central server on periodic basis. The central server is used for accumulation of 

transactions and for generating various periodic and MIS reports. 

BPCL, on the other hand, has a single integrated centralised server which operates on 

software, LPGNext and maintains the consumer mast~r data as well as the record of day to 

day transactions of the distributors on a real time basis. 

It may be noted that the magnitude of inconsistencies in data highlighted in the observations 

may not be material in terms of the number of cases or amounts involved when compared 

with the sample size checked in audit. However, the findings are reported to indicate the 

extent of achievement of the Scheme objectives and to highlight certain inconsistencies from 

system perspective so that the Scheme and the systems can be fine-tuned for even better 

delivery of services to LPG consumers. Audit is of the opinion that any beneficiary in a 

social security and welfare measure like PAHAL (DBTL) Scheme should not be denied of 

his/her legitimate benefit only because of inconsistency in data processing and management 

or in the framework within which it is being implemented. 

The audit findings on each objective of PAHAL (DBTL) Scheme are grouped under the 

following chapters. 

Chapter 3: 

Chapter4: 

Chapter 5: 

Chapter 6: 

Chapter?: 

Removing Incentive for Diversion 

Weeding out Fake/Duplicate Connections 

Delivery of Cylinders to Genuine Users 

Protection of Entitlement and Ensuring Subsidy 

Self-selection in Subsidy 
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Chapter 8: Other Issues 

Chapter 9: Savings in Subsidy through PAHAL (DBTL) Scheme 

Chapter 10: Condusion and Recommendations 
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Chapter 3 

Removing Incentive for Diversion 

3.1. Increase in growth rate of commercial LPG and decline in growth rate of 
domestic LPG 

LPG cylinders in the country are sold to three broad categories of consumers, viz., domestic 

consumers, non-domestic non-exempt (NDNE) consumers and auto LPG consumers. Audit 

compared the sales pattern of these three categories in terms of their growth in sales during 

the period from April to October 2015 (post implementation of the Scheme) against an 

identical period in 2014. The results are tabulated below: 

Table-3: Growth in sales across different categories of consumers during 
April-October 2014-15 vis-a-vis April-October 2015-16 

(In per cent) 

Month 
Domestic sale NDNE packed sale1 Auto LPG sale 

2014-15 2015-16 2014-15 2015-16 2014-15 2015-16 
April 12.0 7 .8 -13.3 4 1.2 -23.0 14.5 
May 17.4 3.5 - I 1.0 37.0 -24.8 10.2 
June 12.8 I0.3 - I I.I 28.3 -21.3 6.5 
July 5.8 9.6 -15.8 38.8 -26.0 6.2 
August 11. l 5 .2 - 13.3 43.7 -25.8 4.5 
Septe mber 17.2 2 .5 -3.7 40.0 -20.1 7.8 
October 7.5 10.4 -9.9 66.3 -23.8 7.2 

There has been a sharp growth in offtake of NONE and auto LPG cylinders after introduction 

of PAHAL (DBTL) Scheme. The negative growth rate of NDNE and of auto LPG categories 

in the year 2014-15 turned positive in 20 15-16 and NDNE sales rose significantly. This is 

accompanied by decline in the growth of sales in the domestic segment particularly after the 

end of the parking period of the Scheme, i.e. , w.e.f. July 2015. 

The changes in the sales pattern of the different consumer categories indicating an increase in 

offtake in the non-domestic segment vis-a-vis domestic segment could in the opinion of 

Audit be due to the posi tive effect of PAHAL (DBTL) Scheme since it has done away with 

dual pricing thereby curbing the incentive for di version of domestic LPG cylinders for non

domestic use. 

Whi le replies of IOCL and HPCL (May 2016) were s ilent on this issue, BPCL agreed 

(April 2016) with the findings of Audit. 

1 Sale of LPG in filled cylinders is known as packed sale. In case of Non Domestic Non Exempt (NDNE) consumers sale of 
LPG is made either as packed sale (i.e .. in cylinders) or as Bulk sale (i.e., through tankers- mainly to industrial 
consumers). 
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3.2. Large scale offtake of non-subsidised domestic LPG 

A domesti c CTC consumer is entitl ed to receive sub idy on 12 cylinders per annum under the 

PAHAL (DBTL) Scheme. A consumer can consume more than the quota of 12, but for the 

consumption in excess of 12 cylinders the con umer has to pay market prices and he/she 

would not be entitled to rece ive the subsidy. Considering that the national average 

consumption of domestic LPG cylinders per household was 6.27 in 2014-15, it may be 

reasonable to assume that the requirement of LPG in a household would not, in general, 

exceed 24 cylinders in a year (double the quota allowed for subsidy) . Increase in offtake of 

non-subsidised LPG cylinders by domestic consumers prima facie points to positive outcome 

of the Scheme objecti ve subject to removal of incentive for diversion. 

Audit noticed a significant increase in the offtake of domestic non-subsidised cylinders 

during the year 20 15-16 compared to 2014-15 in the 34 per cent sample examined in audit. 

The number of domestic consumers consuming more than 24 LPG cylinders during the first 

seven month of 2015-16 (April to October 20 15) exceeded the corresponding number for 

the entire year of 20 14-15 by 261.34 per cent as shown below. 

Table-3: Details of offtake of non-subsidised domestic LPG cylinders 
during April-October 2014-15 vis-a-vis April-October 
2015-16 

Name of No. of active LPG No. of active LPG domestic consumers 
OMC domestic consumers who consumed more than 24 cylinders 

who consumed more in the first seven months of 2015-16 
than 24 cylinders . (April to October 2015) 
during 2014-15 

IOCL 1,506 5,056 
HPCL 353 1,332 
BPCL 1,211 1,635 
Total 3,070 8,023 

Percentage increase in consumption 261.34 

Thus, the number of domestic consumers consuming more than 24 cylinders in the first seven 

months of 2015- J 6 is 2.6 times that of the entire year of 20 14-15. It was also noticed in audit 

that 23,104 number of domestic consumers (with a minimum consumption of 12 cylinders 

during 2014- 15) in IOCL, 5,662 in HPCL and 7,993 in BPCL had consumed more than 12 

cylinders and their consumption during the first seven months of 20 15- 16 was higher than 

that of the entire year of 2014-15. 

Audit would however highlight the risk associated with higher consumption of domestic non

subsidised LPG cylinders since there is a significant price difference between the price of 

commercial and domestic non-subsidised LPG on account of additional duties and levies ( i. e., 

customs duty, excise duty, and value added tax differentials). Cons idering the duty 

differential , an equivalent 14.2 kg LPG cylinder would cost ~233.20 higher for the 
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commercial consumer vis-a-vis the domesti c non-subsidised consumer (at prices applicable to 

Mumbai in October 20 15). This difference was much higher than the price d ifference 

between subsidised and non-subsidised domestic LPG cylinder, which in October 20 15 stood 

at ~ 99.86. There is, therefore, the risk of d iver ion of non-sub. idised domestic LPG for 

commercial u es. 

The OMCs, in their reply (Apri l/May 20 16), stated that the consumers have not consumed 

more than 12 ubsid ised cylinders in the prescri bed period, which is the capping li mit as per 

control order. HPCL fu rther stated that the consumers had taken more cylinder as their 

consumption is high and that distributors have been advised to monitor such consumers to 

establish their genuineness. BPCL added that the cases where the consumption has been very 

high were reticulated consumers with a higher quota based on the number of households. 

The reply of BPCL is factuall y incorrect as Aud it had specificall y filtered the sample data to 

weed out reticulated consumers. The contention of the OMCs that the cap of 12 subsidised 

LPG cyli nders has not been exceeded is well apprec iated . However, the need to address the 

possibi lity of diversion of non-subsidized dome tic cylinders to commercial con umers, 

given the significant price di fference between the two is reiterated . 

In response to the conclusion made in Chapter I 0 on the above aspects, MoPNG stated (June 

2016) that sale of commercial LPG cylinders registered a growth rate of 39.3 per cent in the 

period from April 2015 to March 2016 compared to the correspond ing period last year, whi le 

that of domestic LPG cylinders registered onl y 7. 1 per cent growth. This might be 

attributable to curtailing d iversion of domestic subsidized LPG with the implementation of 

PAHAL (DBTAL) Scheme. 

The reply i to be viewed against the fact that though there was growth in commercial LPG 

cylinders, there was also sign ificant growth regi tered in respect of domestic non-subsidised 

cylinders during the year 20 15- 16 as compared to 20 14-15. Such being the case, Audit 

highl ighted the ri sk associated with higher consum ption of dome tic non-subsidised LPG 

cylinders in view of the price difference between the commercial and domestic non

subsidised LPG. 

Audit noticed a marked growth in sale of LPG cylinders to commercial consumers post 
implementation of PAHAL (DBTL) Scheme. However, there has also been a sharp 
increase in offtake of domestic LPG cylinders not entitled to receive subsidy, which 
increases the risk of diversion, particularly considering the significant price difference 
between domestic LPG cylinders not entitled to receive subsidy and commercial LPG 
cylinder on account of differential taxes and duties levied on the two categories of 
consumers. 
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Chapter 4 

Weeding out Fake/Duplicate Connections 

The LPG Control Order, 2000 (as amended) permits single LPG cooking gas connection to a 

hou ehold and restricts possession of more than one LPG connection by a household under 

the public distribution system. Each domestic LPG connection has a unique consumer ID 

with uniqueness maintained across all three OMCs. The parameters recorded in the domestic 

LPG consumer database include, inter alia, the name, address, Aadhaar number and Bank 

account number. Multiple connections arise when two or more LPG consumer IDs are found 

linked to the same consumer which can be identified through identical Aadhaar number, 

Bank account number, Name and Address. To implement the control order and restrict 

subsidy outgo, it is necessary to identify multiple connections receiving subsidy on LPG and 

take necessary steps for blocking/terminating such connections. 

Audit checked the existence of multiple connections of consumers in a sample covering 34 

per cent of distributors. The de-duplication exercise was conducted by Audit on the basis of 

the fo llowing parameters: 

• 'Same Aadhaar number', 

• 'Same Bank account number and IFSC 1 
', 

• ' Same Name and Same Address' , 

• 'Same Name, Date of birth and Registered mobile number' . 

Audit findings on multiple LPG connections on the basis of the analysis using the above 

criteria are discussed below: 

4.1. Identification of multiple connections on the basis of same Aadhaar number and 
same Bank account number 

With introduction of the PAHAL Scheme, consumers necessarily need to link their bank 

account detai ls with the LPG consumer database in order to avai l subsidy. In case the 

consumer has an Aadhaar number, this should also be linked to the consumer database. Such 

consumers are designated as Cash Transfer Compliant (CTC) consumers who become 

eligible for transfer of subsidy to their designated bank account. 

To ensure identification of multiple connections, OMCs started a de-duplication exercise in 

May 2013 within their respective databases (intra OMC de-duplication) on the basis of 

Aadhaar number. Post introduction of PAHAL, the OMCs also introduced an inter-OMC 

de-duplication exercise on Aadhaar number which started in May 2014. Later Bank IFSC 

and account number de-duplication was also included in 2015. 

1 IFSC stands for ' Indian Financial System Code' 
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Considering the fact that OMCs have been carrying out intra and inter OMC de-duplication 

on Aadhaar number and Bank account number, multiple connections were not expected in the 

consumer database received by Audi t from the OMCs. However, Audit noticed instances of 

multiple connections in the sample selected (34 per cent distributors of the OMCs). 

4.1.1. Intra OMC de-duplication 

Audit noticed multiple LPG connections having the same Aadhaar number and bank account 

number in the respective databases of the OMCs. It was seen that in some cases, one of the 

multiple connections remained ' active' while the other connections were indicated as 

' transferred' or ' in-transit' . Subsidy in these cases was paid onl y for the 'acti ve' connection 

even though the ri sk of the consumer availing of such subsidy in future could not be ruled 

out. Where two or more of the multiple connections were 'active', the cylinders continued to 

be deli vered and subsidy transferred in respect of these 'acti ve' multiple connections. 

(i) Multiple connections having same Aadhaar number - It was noticed that the 

sample checked in HPCL had 1400 LPG consumers linked with 700 Aadhaar numbers 

indicating duplicate connections. The break-up of these duplicate connections is indicated in 

the Pie Chart below. 

Figure-3: Break-up of duplicate LPG connections in HPCL 

Status of Duplicate Connections 

Transferred 
32.14% 

Active 
48.43% 

As seen from the Chart, the status of 

nearly half of the duplicate 

connections, i. e., 48.43 per cent was 

"Active", while 32. 14 per cent and 

19.43 per cent of duplicate connections 

have ' transferred' and 'in-transit ' status 

respectively. All these duplicate 

connections could avail supply of 

subsidised refi ll s and thus get undue 

benefit. 

The sample checked in BPCL did not 

indicate any multiple 'active' connections linked with the same Aadhaar number. 

The data made available (December 2015/January 20 16) by IOCL indicated presence of 

multiple connections for the same Aadhaar number. However, IOCL in reply (April/May 

20 16) clarified that the data provided to Audit had been from a Data warehouse (S ybase IQ) 

and that these multiple connections have been weeded out from the Oracle production data by 

applying a unique constraint on the Aadhaar number field . The contention of IOCL has been 

verified by Audit and found acceptable. As such, multiple connections for the same Aadhaar 

number were not seen in the production server of IOCL. It however needs to be noted that 
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when ample data was solicited from IOCL, the accurate set of data ought to have been 

provided to Audit. Besides, the rationale behind maintenance of different data for the ame 

set of con umers in multiple databases was not clear to Audit. 

HPCL in its reply (April/May 201 6) stated that in respect of duplicate connections identified , 

the dupli cate consumers have been terminated and payment of subsidy has been stopped. 

Further, the Aadhaar number was said to have been corrected and show cause noti ce i sued to 

di stributors for wrong seeding. 

Audit noted that HPCL has accepted the audit observation and initiated remedial action in 

cases where both the duplicate connections were 'acti ve'. It is stressed that in other ca es 

where only one of the duplicate connections was 'active' and the other wa ' transferred ' or 

' in-transit ', the possibility of future dupli cate ubsidy pay-outs could not be ruled out. 

Specific afeguards in this regard are e ential to forestaJl such fu ture eventuality. 

(ii) Multiple connections having the Same Bank IFSC and Same Bank Account 

Number 

In the ample selected from IOCL database, 43,323 LPG consumer IDs were found linked 

with 21,504 bank IFSC and Bank account numbers. Audit noticed instances where more than 

two connections were linked to the same bank IFSC and Same Bank account number. This 

included four distinct bank accounts linked with 12 acti ve LPG con umer IDs, two cases 

where a bank account was linked to 11 and 16 ' active' LPG IDs respecti vely. The break-up 

of the duplicate connections is indicated in the Pie Chart below. 

Figure-4: Break-up of duplicate connections (IOCL) 

Status of Duplicate Connections 

Transferred 
50.36% 

Active 
49.64% 

As seen from the Chart, 49.64 per cent 

of duplicate connection were 

"Active'', while remaining 50.36 per 

cent of duplicate connections were 

having ' transferred' status. All these 

duplicate connections could avail 

supply of subsidised refill s and thus get 

undue benefit. 

In the sample selected in HPCL, 14, I 98 

LPG consumer IDs were found linked 

with 6,614 bank IFSC and account 

numbers. In the ca e of HPCL also, 

Audit noticed instances where more than two connections were linked to the same bank IFSC 

and same bank account number. Further scrutiny revealed that out of 7,584 duplicate 

connections, 7,561 connections (99.70 per cent) were having "Active" status while remaining 
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23 connections were having "Transferred/In-Transit" status. These duplicate connections 

could avail supply of subsidised refills and thus get undue benefit. 

The sample checked in BPCL did not indicate multiple active LPG connections having same 

bank IFSC and same bank account number. 

IOCL in its reply (April/May 2016) stated that at the time of commencement of PAHAL 

(DBTL) Scheme, no restriction had been imposed on seeding same bank account for multiple 

consumers. Considering that the above system was prone to misuse, de-duplication exercise 

with bank account number as a unique field was subsequently carried out on intra and inter

company basis. After analysis of the data, OMCs. started blocking multiple connections 

identified on the basis of same bank account in the month of May 2015. Presently, one to one 

relationship between bank's account number and LPG consumer ID (for domestic category 

only) has been enforced. However, there were NDEC1 consumers, for whom field officers 

were authorized to approve request for connecting multiple connections to same bank IFSC 

and account number, after field verification. 

HPCL replied (April/May 2016) that these cases were due to: 

(i) Multiple connections with consumers having connections in both/other distributors that 

have now been blocked, 

(ii) Few consumers were Aadhaar Cash Transfer Compliant consumers with common bank 

account seeded against two consumers due to erroneous entries by bank and absence of de

duplication/validation check in the earlier phases of Scheme implementation. Such 

consumers have now been asked to seed the correct Aadhaar number in their bank accounts. 

In some cases, distributor was said to have taken action by re-seeding the revised bank details 

in their system. HPCL further stated that all duplicate bank accounts as identified by Audit, 

have been blocked and were being activated only after due verification, on a case to case 

basis, as some accounts might be valid, in case of beneficiaries being joint account owners or 

consumers with different households. Such consumers were being advised to provide 

individual account numbers. HPCL assured to complete this exercise by 31May2016. 

1 Non-Domestic Exempt Category (NDEC) consumers include hospitals, hostels, supplies for Mid-day Meal schemes, 
Government Office canteens, Messes of Police, Border Security Force(BSF),Central Industrial Security Force (CISF), 
Defence Establishments, charitable institutions, etc. NDNE customers are not eligible for subsidy on LPG cylinders. 
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The reply of the OMCs is to be viewed in the light of the following: 

~ The IOCL contention that one to one relation of bank IFSC and bank account number 

and consumer ID has · bee:n ensured is not acceptable as the multiple connections 

identified by Audit pertain to January 2016, much after May 2014 the date from which 

Management stated that blocking of multiple connections had been implemented. 

Besides only domestic LPG consumer database has been considered by Audit and thus 

the possibility of inclusion of NDEC consumers as stated in reply was remote. 

);> The corrective action taken by HPCL at the instance of Audit is noted. 

Audit reiterates the need for ensuring that a single bank IFSC and bank account number is 

mapped to a single LPG consumer ID. Besides, there is a need for addressing the significant 

number Of multiple connections designated as 'transferred' where the possibility of payment 

of subsidy in future cannot be ruled out. 

(iii) Identification of duplicate conlll.ectirniis Olll the basis of same name and address 

National Informatics Centre (NIC) commenced a de-duplication exercise in June, 2012 on 

two parameters, namely, Same Name Same Address (SNSA) and Different Name Same 

Address (DNSA) in order to identify households with duplicate connections. Since July 

2015, this de-duplication was carried out online and on a real time basis for new LPG 

connections. 

For carrying out the de-duplication on the specific parameters of name and address, NIC . . ' . 

obtained the data from the three OMCs and converted :it into a unified format, standardised 

the same: and determined the sufficiency of the available information against name and 

address to carry out the de-duplication exercise. A "fuzzy logic" algorithm was then used to 

segregate consumers into 'Same Name Same Address' (SNSA) and 'Different Name Same 

Address' (DNSA) categories with a sub-category of near and far under each. The result of the 

de-duplication exercise was periodically communicated to the OMCs as. a 'suspect list' for 

further verification of 'Know Your Customer' (KYC1). 

Considering that the de-duplication exercise has been carried out (since July 2015) by NIC on 

a real time basis, it could be expected that the database provided by the OMCs would not 

have any· duplicates on these parameters (SNSA and DNSA). Audit scrutinised a sample of 

34 per cem of the distributor database on SNSA and found a number of exact matches (100 

per cent) 'of same name and same address. This was noticed in all the three OMCs, the details 

of which are as given below: 

L 

1 Know Your Customer (KYC) consists of information on POA- Proof of Address and POI- Proof of Identity with 
supporting documents. 
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Table-4: Details of SNSA duplicates across OM Cs 

Name ofOMC 
! 

Number of consumers Number of LPG connections linked to 
with SNSA consumers in Column 2 

(1) (2) (3) 
IOCL 6,364 13,949 
HPCL 586 1,193 
BPCL 8,935 19,587 

Total 15,885 34,729 

Audit con idered only ' acti ve' LPG consumers while identifying multiple connections 

bearing same name and address. 

The OMC replied (April/May 2016): 

• IOCL stated that by visuall y checking the list provided by Audit, it could be in ferred 

that the data avai lable in the 'addre ' field wa not ufficient in many case to 

identify the connection as SNSA. For these consumers whose addresses were 

insufficient, KYC need to be completed onl y after which, de-duplication results 

would show the correct 'suspect li st'. They further informed that the connections 

identified by Audit have been blocked from the central server so that fresh KYCs 

could be accepted from the consumers concerned and only upon field verification, 

would they be regulari zed. 

• BPCL stated that the legacy data that has been migrated into current system did not 

had the complete name and address and with thi s limi ted data, it was not possible to 

conclude whether the e were multiple connections. KYC for these consumer need to 

be completed and only then, it could carry out the de-duplication process. 

• HPCL stated that all the ca es identifi ed by Audit have either been corrected or 

blocked. 

As can be een from the responses, the OMCs have stressed the insufficiency of in formation 

in the ' name' and 'addres ' fields which renders the de-duplication exercise by NIC 

incomplete. Therefore, there is an urgent need for correction of the consumer database to 

en ure accurate consumer information for an effic ient de-duplication of the consumers, 

considering that the de-duplication exercise was started as earl y a June 2012. 

The corrective action taken by HPCL at the instance of Audit is noted. 

(iv) Identification of multiple connections on the basis of Name, Date of Birth, 

Registered Mobile Number of consumers 

The de-duplication exercise carried out by NIC has been on two essential parameter , namely, 

' name' and ' address' of the consumer. The OMCs also carried out intra and inter OMC de

duplication on Aadhaar number and Bank IFSC and Bank account number. Audit considered 
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a different combination of parameters to verify the existence of multiple connections in the 

database. The parameters considered by Audit were 'Same Name, Same Date of Birth 

(DOB)' and 'Same Registered Mobile Number'. This combination of parameters was chosen 

as it was expected that a combination of these three parameters is highly likely to be unique 

to an individual. A check of such combination in the 34 per cent of the selected sample 

indicated presence of multiple connection. a tabu lated below. Audit considered only 

'acti ve' consumers for the analysis. 

Table-5: Break-up of connections having Same Name, DOB and 
Mobile Number across OMCs 

NameofOMC I Number of Number of LPG connections available 
consumers with with consumers at Column 2 

~common parameter 
---

(1) (2) (3) 
fOCL 6,322 13, 163 
HPCL 4 ,830 11 , 128 
BPCL 19 38 
Total 11,171 24,329 

The OMC replied (Apri l/May 20 16) as fo llow : 

(i) IOCL tated that many of the suspects in the list provided by Audit have same name 

but different addres and hence the e connections were not identified in the current de

duplication system of NIC. IOCL further stated that as per present de-duplication process, 

mobile numbers were not u ed to identify a uspect. Be ides, the Date of Birth (DOB) was 

not properly captured in the system because legacy data had been migrated into the current 

system without cleansing the data and thus DOB could not be used as a field for de

duplication. IOCL, whi le accepting that the above combination may lead to identifi cation of 

multiple suspected connections, further informed that on field verification of the ca es shared 

by audit, they fou nd that: 

a) Some cases were genuine. 

b) Dummy data was uploaded by the distributor in some cases, since mobile number and 

DOB were mandatory fields. 

c) Wherever there were multiple connections, the Company assured that action wa 

being taken. 

(ii) BPCL pointed out that the number of cases identified by Audit were very few. It was 

also stated that a separate master of mobile numbers was being updated and the legacy 

mobile numbers were no longer in use. BPCL also stated that DOB captured in the databa e 

was not reliable for carrying out de-duplication. 
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(iii) HPCL informed that aJI consumers with same name and di fferent connections with 

the same di tributor have been blocked and after verification of multiple connections, all 

duplicate connections shall be terminated. It was further explained that the consumers were 

from rural area with common names and the di stributor had uploaded common dates of birth 

while registering the consumers. Further, the cylinder booking was stated to have been done 

by consumers, from the same number as they were not conversant with the Interactive Voice 

Response System (IVRS) of the OMCs. HPCL assured to carry out corrections in the dates 

of birth, mobile numbers and to train the users on IYRS usage. 

The replies o f the OMCs need to be viewed in light of the following: 

(i) All the three OMCs have highlighted the poor quality of the database, particularly the 

date of birth and the mobi le number of the LPG consumer. There is a need for maintain ing 

integrity of the database before de-duplication is done to weed out multiple connections. 

(ii) Audit has carried out its analysis on the database provided by the OMCs. In case 

BPCL has a different database for mobi le number of consumers, the same ought to have been 

made available to Audit rather than the incorrect legacy data. 

(i ii) The replies of IOCL and HPCL imply that distributors were permitted to seed dummy 

data or own data in the consumer database at least in some cases. Therefore, remedial 

measures need to be urgently put in place to en ure accuracy of the database. However, the 

corrective acti on taken by HPCL at the instance of Audit is noted. 

4.1.2. Inter OMC de-duplication 

The three OMCs maintain distinct consumer databases and hence the need to check for 

multiple LPG connections across OMCs. 

(i) Multiple connections having same Aadhaar number 

In the selected sample of 34 per cent, Audit noticed that there were multiple connections 

having the same Aadhaar number across different OMCs which were 'active'. It was seen 

that 74, 180 LPG consumer IDs had been linked to 37,090 Aadhaar numbers indicating 

multiple connections, detail s of which are tabulated below: 

Table-6: Details of connections having same Aadhaar number across OMCs 

Combination of No. of Aadbaar No. of LPG unique consumer IDs 
OM Cs numbers 

HPCL & IOCL 13,698 27,396 
IOCL & BPCL 10,640 2 1,280 
BPCL&HPCL 12,752 25,504 

Total 37,090 74,180 
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Audit afao noticed that 23 Aadhaar numbers were linked to 69 'active' domestic LPG IDs in 

all the thtee different OM Cs (one LPG ID in each OMC). 

The OMCs replied (April/May 2016) as below: 

};> 1cpcL stated that the Aadhaar lookup was ·done for every consumer before subsidy 

· p~yment for intra and inter OMC de-duplication against Aadhaar numbers. 
i 

};> BPCL stated that inter OMCs onli.ne de-duplication for Aadhaar and bank account 

nhmbers was presently being carried out and that the cases quoted by Audit were the 
' . 

oµes where the transfers were made prior to the commencement of this de-duplication 

ptocess. The Company also informed that only the. oldest connection has been 

retained on identification of multiple connections with the others being blocked. 

};> ~CL assured that the duplicate consumers identified by Audit have been blocked 

~d unbldcking was being done only after surrender of the duplicate connection of 

aiiother OMC. 

The reply of the OMCs (April/May 2016) is to be viewed in the light of the foUowing: 

(i) The bontenti~n of IOCL that Aadhaar fookup would identify duplicates is not tenable as 

the fookup table was specific to IOCL database and could not identify duplicates across 
• I 

OM~s. This: was borne out by the existence of multiple domestic 'active' connections 

across different OMCs, as reported by Audit. 

(ii) The ~esponse of BPCL that the instances reported by Audit pertained to the period prior 

to th,e inter OMC de-duplication process is not accurate as the database considered by 
i 

Aucl~t pertains to 31 October 2015 whereas the inter-OMC de-duplication commenced in 
I 

Mayi2014. 

(iii) Codective action taken by HPCL at the instance of Audit is noted. 

(iv) It is 1.also important to note that while the web service recently introduced by the OMCs 

for iµentification of duplicate Aadhaar numbers (across all OMCs) would act as a check 

· for prospective consumers, it would not detect duplicates in the existing database of the 
f I 

OM~s for which specific efforts need to be undertaken to weed out such duplicates. 
I ' 

(fill) l\1):1lllllttiiplle tol!lllllledioll1ls lhlavinn.g same balllllk IFSC ~md lRanrni accolllllilllt llll.iuimber 
'! I 

Audit noticed instances of multiple connections having same bank account across OMCs. In 

the selected sample, 17,694 'active' LPG consumer IDs were noticed against 8,847 bank 

IFSC and bank account numbers indicating multiple connections. The details are tabulated 
! . 

below: 
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Table-7: Details of multiple connections having same bank IFSC and 
account number across OMCs 

Combination of I No. of bank No. of LPG unique consumer IDs 
OM Cs accounts 

HPCL& IOCL 3,47 1 6,942 

IOCL & BPCL 3,0 10 6,020 

BPCL&HPCL 2,366 4 ,732 

Total 8,847 17,694 

Audit also observed that 2 1 Unique LPG IDs that were active have been linked with 7 bank 

IFSC and account number aero s the three OMCs. 

IOCL lated (April/May 2016) that they carried out online de-duplication process on the data 

provided by Audit upon which 57 10 records were found to be still duplicate. These bank 

account have been deseeded and the connecti ons have been blocked. 

BPCL stated (April 20 16) that inter-OMC multiple connections were being identified 

presently and action initi ated and that the instances highlighted by Audit pertained to the 

period prior to the inter-OMC de-dupli cation process. 

The corrective action taken by IOCL at the instance of Audit is noted. The reply of BPCL, 

however, i not tenable a Audit had identified duplicate bank IFSC and account numbers 

across OMC in the databa e pertaining to 30 October 20 J 5, after the commencement of 

inter-OMC de-duplication exerci e in May 20 14. Meanwhile, HPCL did not specifically 

reply to this issue (May 20 16). 

4.2. Status of action taken by OM Cs on multiple connections identified 

Multiple LPG connections were identified through de-d upl ication exercise on the ba is of 

' name and address' carri ed out by NIC and on 'Aadhaar number and bank IFSC and bank 

account number' carried out by the OMCs. The suspect list of multiple connections received 

from NIC was first verified by the OMCs against information submitted by these consumers 

a part of KYC procedures along with proof of identity and address. If the connections were 

e tabli hed as multiple, the first connection was retained and all sub equent connections 

taken by the consumer were blocked. No cylinder was delivered or sub idy transferred on 

blocked connections. Such blocked connections, however, could later be un-blocked based 

on the revised/corrected KYC submitted by the consumer to prove that the blocked 

connection was a unique one. In ca e multiple connections were identified by OMCs 

themselves, the blocking of duplicate connections was done immediately without waiting for 

verification of information supplied as part of KYC procedure. 
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OMC-wise statu of multiple connections identified, blocked, regulari ed and terminated 

since commencement of de-duplication exercise from June 20 12 and up to 30 October 20 15 

was as under: 

Table-8: Multiple connections identified, blocked, regularised and terminated 
from June 2012 and up to 30 October 2015 across OMCs 

(In numbers) 

Nameof I No. of I No. of I No. of connections No. of connections 
OMC suspected connections regularised after terminated 

multiple blocked submission of 
connections KYC 

identified 
IOCL 2,67 ,06,353 64,40,445 77,21 ,680 2,02,869 
HPCL 69,86,654 18,73,936 46,26,93 1 41,485 
BPCL 1, 10,67,453 15, 10,35 1 77,12,503 5,7 12 
Total 4,47 ,60,460 98,24,732 2,00,61,114 2,50,066 

The analysis of the table above indicated the fo llowing: 

• Whjle 4.48 crore multiple connections were identified by OMCs from June 20 12 to 30 

October 20 15, onl y 0.98 crore connections remajned blocked with 2.0 1 crore 

connections hav ing been regularised after submission of KYC forms by the 

consumers. Only limited number of connections, i. e. , only 2.50 lakh, (till October 

20 15) have actually been terminated on thi s account. The majority of the connections 

which had been blocked due to suspected multiple connection have, thus, been 

subsequently un-blocked. 

• A connection could be blocked for reasons other than being a suspected multiple 

connection. Yet, against 4.48 crore connections suspected to be multiple connections, 

the total number of blocked, regularised and terminated connections was onl y 3.0 I 

crore (as on 30 October 20 15) indicating that in respect of 1.46 crore connections, 

blocking, regularising or termination had not been carri ed out. 

The OM Cs in their reply (April/May 20 16) confirmed that all suspected multiple connections 

were not blocked. BPCL and IOCL pointed out that the 'Different Name Same Address' 

(DNSA) category of consumers was not blocked by the OMCs. lOCL al o stated that in their 

modified process, all inactive connections would be included in the category ' blocking due to 

multiple connections' . 

As per the response of the OMCs, the DNSA category of suspected multiple connections 

identifi ed by NIC were not blocked. As such, rectification measure was not taken by the 

OMC to verify these DNSA connections identified. The practice of con idering all inacti ve 

connections as being blocked due to multiple connections, as indicated by IOCL would give 

an incorrect picture of action taken by the OMCs on identified multiple connections. 
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4.3. Process of blocking and un-blocking connections 

Audit as e ed the process of blocking and ubsequent un-blocking of LPG connection m 

the 34 per cent ample elected. It wa noticed that though a majority of blocked connections 

were eventuall y un-blocked, the rea ons fo r blocking and un-blocking and the dates of 

blocking and un-blocking of the connections were not suffic iently docu mented. 

• In IOC L, 57.95 lakh connections had been blocked, of which 30.8 1 lakh (53. 16 per 

cent) were subsequentl y un-blocked. The date of blockin g had not been recorded in 

24.04 lakh case (41.48 per cent) and in another 6.71 lakh cases ( 11.58 per cent) an 

inval id date (0 1/02/1900) was recorded. The date of un -blocking wa also reported 

incorrectl y a 0 1/02/1900 in 9.62 lakh of the connections (3 l.22 per cent) un-blocked. 

Beside it was seen that reasons for un-blocking had not been recorded in any of the 

30.8 1 lakh cases un-blocked. 

• In HPCL, 1.09 crore connections had been blocked, of wh ich 67.07 lakh connection 

(6 1.53 per cent) was subsequentl y un-b locked . The date of blocking was not mentioned 

in 68. 14 lakh cases (62.5 1 per cent) while the date of un-blocking had an invalid date in 

320 cases. The reason for blocking was not indicated in 74. l 9 lakh cases (68.06 per 

cent) blocked whi le 19.37 lakh o f connections un-blocked (28.88 per cent) indicated 

reason for un-blocking as 'others'. 

• In BPCL, 47. 14 lakh connection had been blocked of wh ich 31.06 lakh connections 

(65.88 per cent) have been sub equentl y un -blocked. The date of blocking wa not 

mentioned in case of 4.93 lakh connection ( 10 per cent), while the date of blocking 

and rea on thereof was not mentioned in 0.67 lakh cases. In case of 17 .1 5 lakh 

connections (36 per cent) blocked case , rea on fo r blocking was recorded as 'other '. 

Field audit of the blocking and un-blocking process in the se lected one per cent of 

distributors ( 165 distributors) indicated that: 

• In 27 cases, connections were un-blocked on the basis of termination voucher of 

another OMC indicating the closure of the dupli cate connection. In such ca es, though 

the Permanent Advance of terminated connection was recovered, the additional 

subsidy availed due to multiple connections was not recovered. Considering that the 

number of subsidised cylinders which ha been consumed by a con umer was 

indicated on the terminati on voucher, th i ought to have been adjusted against the 

continuing LPG connecti on. 

The OMCs replied (April/May 20 16) to Audit on the fo llowing li nes: 

(i) IOCL tated that the actual date of blockin g and un-blocking was determi ned from a 

separate table (TBL_ ADMIN_ACTION) rather than the table made avai lab le to Audit 

for analysis (MST_CONSUMER). It wa also stated that the centralised Indsoft 
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System was populated from legacy data and the data corresponding to ' new' blocking 

and un-blocking had been investigated and found to be correct. 

(ii) HPCL stated that blocking and un-blocking of connections were carried out in the 

system through various sources like directly at distributor level, blocking by Sales 

Officers through Web application and central blocking of bulk customers. The date of 

blocking and un-blocking was a system stamp data and captured automatically in 

system. It was also assured that consumers were being unblocked by distributors only 

after obtaining necessary KYC documents and on surrender of duplicate connections, 

if any. 

(iii) BPCL stated that prior to 2013, data was maintained in the decentralised distributor 

server and for these cases there was a possibility of date of blocking not being 

recorded in the system. After migration to the centralised server, system logs were 

maintained for capturing the blocking and un-blocking dates. It was added that post 

migration, the reasons for blocking were maintained at an optimum level and reasons, 

codes not found notionally relevant were clubbed under 'others' . 

(iv) The OMCs acknowledged that at present there is no system for adjustment of 

subsidised refill consumed by a consumer through multiple connections. However, the 

Audit suggestion for clubbing consumption of multiple connections at the time of 

surrender was well taken and would be incorporated during subsequent development. 

The replies of the OM Cs need to be considered in the following context: 

(i) The IOCL contention regarding existence of different sets of databases with different 

values for dates of blocking and un-blocking is subject to risk. 'Date' being a specific 

field data ought to be captured at a single point, automatically, by the system and 

populated in all relevant tables. It is unclear why different values exist for the same 

field in different tables and needs to be appropriately addressed. 

(ii) While appreciating the steps being taken by HPCL for ensuring automatic capture of 

the dates of blocking and unblocking, further action is required for presenting accurate 

and transparent documentation regarding blocking and un-blocking of connections in 

the light of significant number of cases noticed by Audit without essential details. 

(iii) While the problems with legacy data as indicated by BPCL is appreciated, there is a 

need for its correction now, particularly considering that the migration to the 

centralised system had taken place in 2013. Considering that the reason for blocking 

of as many as 17.15 lakh consumers in the 34 per cent sample checked have been 

recorded as 'others', there is a need for assigning more definite reasons for blocking 

and subsequent un-blocking to maintain transparency of the database and trigger 

further action. 
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The assurance of the OM Cs regarding proposed adjustment of subsidised refiU consumed by 

a consumer through multiple connections during termination of one of the connections is 

noted. 

4.4. Integrity of 1the cons111mer database 

n is essential to ensure integrity of the consumer database to weed out fake and duplicate 

·connections. Audit noticed invalid entries in the database which points to poor input control 

and therefore, compromises the authenticity and integrity of the consumer database. 

4.4!.li. N ([])llil Jrf:(WJrirll!umg/nmpll"opeJr ll"f:C([])Jrfilllirrng ([])[ fillate ([])fr' lb>Ilrr1:lbi ([])[ C([)llilS1ll!IIDnel!"s 

The LPG Control Order fays down that LPG connection can onlly be provided to a consumer 

who is 18 years of age and above. It is, therefore, important to accurately capture the date of 

birth of the consumer in the LPG consumer database. 

Audit noticed that out of the total sample of 9.94 crore consumers, date of birth was not 

captured in respect of 3.40 crore domestic consumers (0.30 crore in IOCL, 1.09 crore in 

HPCL and 2.01 crore in BPCL). Another 55,407 LPG consumers were seen to be minors 

(48,405 in IOCL; 7001 in HPCL and one in BPCL). Besides, 73.50 lakh (73.43 lakh in 

IOCL; 0.06 lakh in HPCL and 0.01 lakh in BPCL) consumers had a date of birth between 

January and December 1900 which seems unlikely. Yet another 2100 consumers (1,047 in 

IOCL and 1,053 in HPCL) indicated a future date of birth which was evidently inaccurate. 

IOCL in its reply (Apri]JMay 2016) stated that the date of birth was not proper in the system 

as the legacy data was migrated into the current system without data cleansing. This was 

reiterated by BPCL. HPCL (Apri]JMay 2016) stated that their database was very old and has 

been migrated from time to time and hence date of birth was not maintained appropriately in 

all cases. AU OMCs assured that steps were being taken towards correction. The OMCs 

further stated the following: 

c IOCL accepted mistakes in capturing valid entries for Date of Birth and that the age 

validation logic was not checking the minimum date selected. IOCL further stated that 

system restriction would be incorporated so that year of birth before 1899 or invalid 

DOB cannot be entered. The reply also assured that an action plan was being taken up 

for connections to minors. Field force would be sensitised and distributors advised 

against issuing connections to minors. The list given by Audit would be shared with 

field for verification and action would be taken on erring distributors if connections 

were found issued to minors which would be subsequently blocked. It has also been 

informed that system checks were being put in place to ensure .that LPG connections 

were not issued to minors. Additionally, measures for validation and updation of 

valid Date of Birth and PJIN codes both in their Consumer Master at Central Server 
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and in the Client Database, a case in point being "date validation logic" was now 

.being initiated. 

• BPCL informed that recently DOB field has been made mandatory and the field was 

being correctly captured for all new connections released. System control has been 

put in to ensure that the applicant was a major. Connection issued to minor has been 

terminated and action has been initiated against the distributor as per Marketing 

Discipline Guidelines (MDG). 

• HPCL (May 2016) has stated that distributors have been advised to correct dates of 

birth in the system after verifying with documents. 

OMCs have accepted the Audit finding and assured corrective action and the specific steps 
' taken by them in this regard are noted. 

4.4.2. Incorrect capture of PIN codes in addresses 

Audit noticed that 83.34 lakh domestic LPG consumers (83.22 lakh in IOCL; 2,969 in HPCL 

and 8,904 in BPCL) had addresses that bore an army PIN code. In another 80.25 lakh cases 

(2.20 lakh in HPCL and 78.05 lakh in BPCL), the PIN codes have not been captured at all, 

and in another 3.39 lakh cases (45,332 in IOCL; 275 in HPCL and 2.93 lakh in BPCL), PIN 

codes of less than six digits were documented. 

IOCL in reply (April/May 2016) stated that system checks would be ensured for the future 

new connections to pre-empt these aberrations. BPCL assured (April 2016) that system 

checks have been ensured to accept only six digit numbers as PIN code and that data has been 

obtained from Census 2011 which shall be incorporated into the system to ensure accuracy of 

district-wi~e PIN codes. HPCL stated (April 2016) that their LPG consumer database was 

very old and has been migrated from time to time and hence PIN codes were unavailable or 

improperly maintained. HPCL assured that they were in the process of upgrading the current 

software in centralized database with enhanced features and controls which would eliminate 

the errors gradually over a period of time. HPCL (May 2016) further stated that distributors 

have now uploaded the correct PIN codes in the system after verifying with documents. 

OM Cs accepted the observation and initiated corrective action at the instance of Audit which 

:i.s noted. 

4.4.3. Incorrect capture of Aadhaar n1llmbers in the consumer database 

Aadhaar number uniquely identifies an individual. Accurate recording of this data is 

essential for ensuring the uniqueness of· the consumer database. An Aadhaar number 

necessaril~ has 12 ·digits and it never starts with 'O' or '1'. Audit noticed instances of 

incorrect capture of Aadhaar numbers in the sample test checked as under: 
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@ Aadhaar number starting with '1' has been captured in the system in respect of 188 

LPG consumers of IOCL, 258 LPG consumers of BPCL and 252 LPG consumers of 

HPCL. Additionally, 62 consumers of BPCL were found linked to Aadhaar numbers 

starting with 'O'. 

o The system used by IOCL and HPCL permitted the capture of Aadhaar numbers with 

less than the stipulated 12 ,digits. 42 such cases were noticed in IOCL and 14 in 

HPCL. 

o fu respect of 19,538 active LPG domestic consumers in HPCL, the Aadhaar number 

was not recorded, though these consumers were depicted as ACTC consumers in the 

database. 

o Besides, in some cases, incorrect capttire of Aadhaar numbers was noticed while 

conducting field audit of the distributors. (Details at Chapter 6, para 6.1). 

IOCL in its reply (April/May 2016) while pointing out that the error was marginal (being 

noticed in only 45 entries of 8 crore entries) accepted that there was no check implemented 

for ruling out entry of Aadhaar numbers starting with '1'. Kt assured that action has already 

been taken to deseed these .consumer Unique IDs and system check has now been 

incorporated to address such invalid entries. 

BPCL stated (April 2016) that action has already been taken to correct the incorrect Aadhaar 

numbers that were seeded and it has system controls to ensure that the length of Aadhaar 

number is restricted to 12. 

HPCL stated (May 2016) that the incidence of non-availability of Aadhaar against Aadhaar 

Cash Transfer Compliant (ACTC) consumer was found in cases where Aadhaar number was 

deseeded from the system before generating the Transfer Voucher. HPCL assured that such 

practise has currently been discontinued and in case of nun and wrong entries, distributors 

were taking remedial action by way of re-seeding the correct Aadhaar numbers in their 

system after verification with documents. 

OMCs have initiated corrective action on being pointed out by Audit. n is reiterated, 

however, that the results of audit pertain to only 34 per cent of the distributors scrutinised and 

hence the OM Cs would need to carry out verification in the entire database and ·initiate 

corrective action. OMCs need to ensure accurate seeding of Aadhaar . numbers in the 

consumer database as it is a key input for smooth functioning of the Scheme. 
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41.4.4. Non-linking of available Aadhaar. mnmbeirs with LPG IDs in the consumer 

database 

In course ,of field 'audit of the selected sample of 165 distributors, Audit noticed that in 104 

cases, the ;Aadhaar number of consumers was not linked by the distributor with relevant LPG 

IDs despite being available. 

IOCL and BPCL in reply (April/May 2016) stated that with the launch of PAHAL (DBTL) 

Scheme from January 2015, all efforts were made.to reach the desired CTC target before the 

end of Parking P~riod so that subsidy of the willing consumers did not lapse. For ATC 
I -

consumers to be qash transfer compliant, Aadhaar seeding was necessary to be done in both 
I 

LPG database and the consumer bank and the OMCs/distributors/consumers. faced many 

issues rel~ted to f\adhaar seeding with the banks; the gap between Aadhaar seeded consumers 

and cash :transfer compliant consumers being 10-15 per cent resulting in the possibility of 

these consumers facing problems with Aadhaar linking in bank. The OMCs informed that the 

matter had been raised with MoPNG and OMCs were permitted to seed bank account for 

consumers facing problems with linking Aadhaar to bank accounts to reduce consumer 

inconveni,ence. Tne OMCs also stated that after November 2015, all distributors have been 

stro.ngly advised to seed Aadhaar in LPG database and resultantly the Aadhaar seeding in the 

LPG database has improved by March 2016. 

The difficulties highlighted by OMCs and consumers in linking of Aadhaar numbers to the 

respective bank accounts are appreciated. However, simultaneous Hnking of Aadhaar 

number to consumer database and bank account is a more secure method of ensuring 

uniqueness of the database and hence all out efforts are essential to ensure maximum 

coverage of ATC consumers in the LPG database for domestic consumers. Audit notes the 

assurance' of the OMCs that efforts were now being made for higher percentage of Aadhaar 

seeding. 

The replyof HPCL (May 2016) did not indude response on this issue. 

41.4.5. I~corred ,seedillllg of IFSC ilJm the consumer database 

The Indian Financial System Code (IFSC) of the consumer bank is essential information for 

effecting pirect transfer of LPG subsidy to the consumer. It is an eleven character code with 

first four peing alphabetic characters representing the bank name, fifth being 'O' and the last. 

six characters indicating the bank branch. Audit noticed the following cases of incorrect 

seeding of bank rFSC in the sample checked. f 
' ' 

® For 17,852 LPG domestic consumers of IOCL and 3,714 consumers of BPCL, the 

b~nk IFSC has been recorded with less than eleven digit, non-alphanumeric value. 
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o For another 12,762 LPG domestic consumers of KOCL and 4,725 LPG consumers of 

HPCL, the first four allphabetic characters representing the bank name were found 

missing in the bank IFSC. Of these, in case of 253 consumers, the bank ][FSC had six 

numeric characters while another 4,472 consumers, the IFSC had . nine numeric 

characters only. 

o In addition, in another 1,691 active LPG domestic consumers ofHPCL, no value has 

been recorded against their IFSC and bank account number though they have BC'fC 

status. 

It was noticed that the bank accountnumber of consumers were also not accurately recorded. 

Account numbers with less than six digits, alphanumeric characters, speciall characters were 

noticed. Such anomalies in recording of IFSC and bank account number of consumers would 

lead to consumers being unable to avail of the subsidy benefit. 

IOCL in reply (ApriVMay 2016) stated that the 16,582 cases have been identified and traced 

back to an issue in the seeding process where the fast digit was truncated for certain IFSCs 

and assured that the cases were being identified for the total master data would be corrected. 

IOCL also stated that invalid entries could be partly attributed to manual seeding done at 

distributor end, for whom bank verification was not carried out, in order to speed up the 

seeding process. Further, cases where the first four alphabetic characters representing the 

bank name were found missing, were a result of bank account data being seeded by banks 

and sent to IOCL, one such bank being Punjab Maharashtra Co-operative Bank (PMCB) that 

had sent a wrong set of IFSCs and these cases were being corrected now. 

BPCL stated (April 2016) that prior to the receipt of IFSC master data from National 

Payment Corporation of India, BPCL had uploaded the IFSC master available from the RBI 

site. BPCL requested Audit to share the data to enable BPCL to verify the 3,714 cases. 

HPCL assured (May 2016) to check and correct the IFS Codes in co~ordination with banks 

and consumers. It also stated that aU consumers with invalid bank account numbers had been 

converted to ACTC, after carrying out corrections. 

The desired information has been provided by Audit to BPCL. Audit notes the efforts being 

made by the OMCs for correction of the databases, at the instance of Audit. Inaccurate 

seeding of IFSC and bank account number could deprive genuine LPG consumers from 

availing subsidy benefit under the Scheme and needs to be urgently corrected. It may be 

mentioned here that of the 16,582 cases of incorrect seeding of IFSC, 12,678 cases noticed in 

IOCL as well as the 1,691 cases of 'Null' entries in HPCL pertain to active Bank Cash 

Transfer Compliant (BCTC) domestic consumers. Incorrect seeding has resulted in non

payment of subsidy in these cases which needs to be quantified and corrective action is 

required to be taken by the OMCs. It is pertinent to note that these aberrations noticed could 
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ea ily be rectified by mandating a set of input data controls to ensure the validity and 

accuracy of the consumer databa e. 

MoPNG, in response to the conclusion made on the above aspects in Chapter I 0, stated (June 

201 6) that OM Cs were continually undertaking Inter and Intra company de-duplication 

process for i sui ng new LPG connections. As on 2 May 20 16, total 3.49 crore LPG 

connections had been blocked after de-dupli cation. 

The reply is to be viewed in the light of the fact that defi ciencies were noticed in the de

duplication process carried out by the OMCs, as multiple connections ex isted both within and 

between OMCs even after de-duplication exercise. Several instances of data integrity and 

validation deficiencies were also noticed. 

Even though National Informatics Centre and the OMCs had carried out 
de-duplication checks on the domestic LPG consumer database, Audit noticed 
instances of multiple connections existing both within and between OMC. Besides, 
connections blocked on suspicion of being multiple connections were often un-blocked 
without maintaining adequate documentation of justification for such un-blocking. 
Scrutiny of the selected sample indicated that there were inadequate input checks for 
the domestic LPG consumer database, which adversely affected its accuracy and 
integrity. 
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Chapter 5 

Delivery of Cylinders to Genuine Users 

5.1. Complaints of consumers and their redressal 

Audit reviewed redre al of con umer grievance by the OMCs to assess the satisfaction of 

domestic LPG consumer post implementation of PAHAL (DBTL) Scheme. The Scheme 

provided that a consumer can regi ter a complaint through a toll free number of the respective 

OMC, or physically send their complaints to the LPG distributor or use the web based OMC 

portal. The handbook of PAHAL (DBTL) prescribed that 98 per cent of the consumer 

grievances had to be di sposed of within seven days. A review in audit of the consumer 

grievance on PAHAL (DBTL) Scheme received through the three mode indicated that the 

OMCs could not achieve the targeted redressal rate of 98 per cent within seven days. Audit 

observed that the achieved rate was 86 per cent in IOCL, 76 per cent in HPCL and 82 per 

cent in BPCL. The overall rate of achievement was, however, 97 .8 per cent of the 

complaint received regarding PAHAL (DBTL) Scheme from I January 20 15 to 15 August 

2015 as per data furni shed to Audit. There were, however, instances where time taken to 

re olve the complaints ranged from one month to more than ix months (l ,6 l l ca es in 

lOCL; 2,292 in HPCL and 11,740 in BPCL). 

IOCL in its repl y (April/May 2016) stated that 89 per cent of the complaints pertaining to 

lOC related is ues were resolved within 7 days. Of the balance 11 per cent complaints, 7 per 

cent get clo ed between 7 -15 days and only 4 per cent complaints took more than 15 days. It 

was al o stated that it was possible that the actua l complaint resolution wa done earlier but 

the status was updated later indicating a delay, due to absence of check on input date of 

closure in their system that was said to have been incorporated later. 

BPCL stated (April/May 2016) that most of the grievances were on account of issues 

pending with banks, National Payment Corporation of India (NPCI) and Unique 

Identification Authority of India (UIDAI) and only a few pertained to BPCL for which it 

took needful action. 

HPCL stated (May 20 16) that the closure period of consumer grievances ranged up to one 

week becau e some issues like correction of bank account number /IFS Code took lesser time 

in resolution while others like changing the preferred mode of cash transfer from one bank to 

another, might have taken more time. However, all gri evances pertaining to the PAHAL 

(DBTL) Scheme were clo ed and that there wa no open complaint. 
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While thy effort of the OMCs for redres-sal of consumer grievances is appreciated, there is a 

need for ~peedier resolution. -Besides, considering that a number of agencies were involved· 

in the re~olution of consumer complaints, there is a Case for COO!dinated approach of all 
stakeholders in this regard, viz;, OM Cs, NPCI, UIDAI and banks. 

5o2. . V~olation.of quota of subsidy payable ollll 12 cylihrnde:rs pe:r year 
I . . -. . . 

'fhe ann~al cap on domestic LPG cylinders on which subsidy would be payable was· fixed at 

12 w.e.f.'. 1 April 2014. Audit noticed that the cap of 12 subsi~ised cylfoders had been 
I ··••,,)'.,-,,. 

violated in the following cases: 

(ft) in: 2014-15, the cap of 12 cylinders per annum on which subsidy would be payable 

had been!violated and 15.57 lakh activ:e domestic consumers (1,881 in IOCL; 365. in HPCL 

and 15.5f fakh in BPCL) had received subsidy on more than 12 subsidisedcylinders fro~ 

April 201!4 to 31March2015 leading to excess payment of subsidy. 

(nil) Ahdit noticed that some consumers were identified as multiple connections on the 

basis of !intra-OMC de-duplication exercise done on 'Aadhaar number;, 'Bank account 
- I ' -

number and ][FSC', 'Same Name, Same Address' and 'Same Name, Same Date of Birth and 
- ' ' 

Same Registered •mobile number' during test check of the sample (as commented at para 

4.Ll abotye). 'fh~se consumers received sub~idy on more than 12 cylinders considering an 

the multiple conn.ections the consumers· had and hence were paid additional subsidy. Some 
l 

of these ~onsumets ·were also paid permanent advance on their multiple connections and thus 

received additional advance. In the sample checked, intra-OMC de-duplication indicated that 
' ; 

37,499 consumers (20,389 .of IOCL, 3,772 of BPCL and 13,338 of HPCL) during the year 

2014-15 ~d 8,707 consumers (4,449 of IOCL, 1,293 of BPCL and 2,965 of HPCL) during 

the year 2015-16'(up to 31 October 2015) having multiple connections had availed subsidy 

on more tP.an 12 cylinders. Besides, 51,443 consumers (27,631 of IOCL, 6,788 of BPCL and 
I I . . 

17,024 of:HPCL) had received permanent advance on multiple connections. 'fhe details are at 
. ;- I 

Annexur~ II. 

Multiple ?onnectipnshaving same Aadhaar number and bank WSC and account number had 
. ' 

also beeninoticed during inter-OMC de-duplication of the sample test checked. Of these, the 
I 

consumer~ who h;id availed subsidy on more tban 12 cylinders numbered 38,286 in 2014-15 

and 6,48S in 2015-16 (up to 31 October 2015). Besides, 65,498 consumers of the identified 
I , . 

inter-OMC duplicates in the sample had <wailed of permanent advance twice amounting to 
I . ! 

~1.30 cro:re on multiple connections (details at Annexure II). 
' . 

OMCs in1 thefr reply (April/May 2016) stated that the consumers have not consumed more 
I , 

than 12 Sl;!bsidised cylinders in the prescribed,period, which was the capping limit as per the 

LPG Con~rol Order. 
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T he reply of OMCs is to be viewed against the fac t that audit anaJysis fo r 2014-15 indicated a 

significant number of instances where the cappi ng limit has been vio lated. ln the case of 

multiple connections, the consumer has not v io lated the cap of 12 cyl inders for each 

connection, but combined consumption on multiple connections of the same consumer 

exceeded the intended cap of 12 cylinders per year. 

5.3. Discrepancy noticed in central server leading to incorrect count of cylinders on 

which subsidy availed 

During the cour e of field audit of the distributors, it was noticed that in a distributor of IOCL 

in the Northern Region , the quota count was erroneously displaying a lower count than 

cylinders actuall y de livered to the consumers on which subsidy was payable. This was 

noticed in eight cases which occurred because the quota count repeated itself (for example the 

count of fou r was displayed twice in a case) leading to the anomaly. Further, in 82 cases, the 

number of refi ll deli vered on which ubsidy was payable as reflecting in business portal did 

not match with the subsidy payment details in delivery history. 

IOCL in its reply (April/May 20 16) stated that the e ight cases pertained to consumers who 

had ordered one or more refills during the Parking Period, for whom subsidy amount was 

parked. Since, quota was stamped at the time of re fill booking, these refi ll s were accounted in 

subsidised cylinder quota ( 12 cylinders) for that con umer. But subsequently, at the time of 

his next refill consumption after Parking Period, these refills were accounted or excluded 

based on CTC conversion in Parking Period. 

However, reply is not tenable, as the PAHAL (DBTL) Scheme does not allow consumption 

of more than 12 cy linders in a financial year on which subsidy is payable and the sy tern 

should have adjusted the consumption of such cylinders during the Parking Period. 

MoPNG, as a response to Chapter I 0, stated (June 20 16) that the Grievance RedressaJ 

Mechanism wa being reviewed continuously. Technology planforms like Mobile Apps and 

Social Media were also being used to redress grievances re lated to LPG. 

However, the fact remains that the OMCs were not able to meet the targeted ach ievement for 

grievance redre sat. 

The OMCs have addressed the bulk of PAHAL (DBTL) Scheme related complaints 
though the target of seven days for redressal could not be achieved. 
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Chapter 6 

Protection of Entitlen1ent and Ensuring Subsidy 

6.1. Failed transactions 

The smooth operation of PAHAL (DBTL) Scheme and protection of enti tlement of the 

consumer depend on seamless transfer of advance and subsidy to the account of the entitled 

domestic LPG consumer. However, cash transfer to the consumer is not effected when a 

transaction is treated as failed transaction. A transaction is considered as failed one when the 

transaction is returned or rejected by bank or National Payment Corporation of India (NPCI). 

ln such cases, the bank credi ts the unpaid amount back to the account of the OMCs. The 

major reasons for transaction fai lures and the non-payment of Permanent Advance (PA) to 

LPG consumers (as noticed from field audit of limited test check) are indicated below: 

Table-9: Details of reasons for failed transactions from 1 J anuary to 15 August 2015 

Reasons Number of cases 

IOCL HPCL BPCL Total 
Bank account wrongly entered by the distributor 16 1 70 39 270 

Other data entry errors (Name, Aadhaar number, 80 12 29 121 

TFSC, etc.) by the distributor 

Pending action at the distributor's end 38 40 16 94 

Incorrect data given by consumer 69 2 13 84 

Other reasons for failed transactions 1 52 15 115 182 

Total 400 139 212 751 

As can be seen from the above table, 485 out of 75 1 fai led transactions (representing 64 per 

cent) were due to reasons attributable to distributor , which emphasises the requirement of 

effective monitoring by OMCs and adequate input controls and validations in the database to 

ensure its accuracy. 

In addition to the above, it was noticed that some transactions fa il ed as some of Grameen 

Banks were not on the system of NPCI. In the case of Aryavart Kshetriya Grameen Bank, 

on ly one IFS Code was mapped to the entire bank. Besides, erratic payments of refill subsidy 

were noticed in respect of Purvanchal Grameen Bank. It is, therefore, necessary that the 

OMCs contemplate adequate efforts to ensure synchronisation of all consumer banks with the 

payment bridge of NPCJ. 

1 Inactive Aadhaar number. Difference in name in OMC database and Bank account. A ccount name changed in Bank. 
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IOCL and BPCL stated (April/May 2016) that the con umer becomes eligible for subsidy 

tran fer onl y after suitable verification. For ACTC consumers, the Aadhaar number eeded 

in the LPG database was looked up in the NPCI database for ava ilability of bank account 

information and only on its availabi lity, subsidy was triggered. For BCTC consumers, the 

bank account and IFSC seeded in the LPG database was verified with the bank concerned and 

subsidy was transferred on ly after successfu l verification. In case of errors in data entry, such 

consumers would remain non-compliant for subsidy transfer. This process of verification 

had, however, been made inacti ve during the period December 20 14 and March 2015 as per 

the Control Order wh ich has contributed to the high fai lure rate. Transactions also failed 

even after ucce. sful mapping, reasons for which could be seen from NPCI portal. The 

OMCs also pointed out that transactions failed as bank seeding was earlier not restricted to 

NACH/APB 1 compliant bank linked to NPCI (e.g. Grameen banks) which has now been 

modified to accept bank seeding on ly from NPCI linked banks. 

HPC L replied (May 20 16) that necessary corrective action has a lready been instituted in the 

system to prevent fai lure of transactions and that the current status has improved drastically. 

The replie of IOCL and BPCL substantiate the step. taken by them to seed only NPCI 

compliant bank accounts. While this wou ld reduce the number of failed transactions, it would 

also deprive a number of genuine con umers from subs idy benefit as their banks (e.g., 

Grameen banks) are not linked to NPCI. There is a need for expanding the coverage of NPCI 

linked banks to ensure smooth cash transfer to the deserving con umers. It is also noted that 

the OMC have not addressed the need to stream line the data entry mechani m at the 

distributor's end to en ure accurate seeding of bank details to enable the consumer derive 

benefits o f the Scheme. Further, corrective action taken by HPCL at the instance of Audit is 

noted. 

6.2. Non-transfer of permanent advance 

Audit noticed that though consumers have joined the PAHAL (DBTL) Scheme and linked 

their bank account and in some ca es Aadhaar number to the domestic consumer database, 

tran actions fo r transferring the permanent advance have failed. In the sample studied in 

Audit, there were 47.23 lakh active domestic LPG consumers who had failed to receive 

Permanent Advance a on 3 1 October 2015 as indicated in the table below: 

1 ational Automated Clearing House ( ACH) and Aadhaar Payment Bridge (APB). 
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Table-10: Details of LPG Consumers and PA pending for transfer 
Name of Number of active LPG domestic I Amount of pending PA for 

OMC consumers not received PA after transfer to consumers account 
becoming CTC Cf in crore) 

IOCL 35,60,916 127.48* 
BPCL 2,59,596 9.31 

HPCL 9,02,277 32.30* 

Total 47,22,789 169.09 
*As amo1111t of PA pending for transf er to consumers of IOCL & HPCL was not contained in the data furnished to 

Audit, average PA amount of BPCL ( r358/-) has been adopted while working out the amount. 

Since the purpose of payment of Permanent Advance (PA) wa to a i t the con umer in 

purchasing LPG cylinders at market price without any financial burden, it was imperative that 

all the eligible LPG consumers received the ir PA upon their first refil l booking. Non-transfer 

of PA, therefore, defeated the objecti ve of providing for permanent advance. 

The OMCs responded (April/May 201 6) on the fo llowing li nes: 

(i) IOCL stated that interim analysis revealed the foll owing reasons for non-triggering 

of Permanent Advance to CTC compliant consumers: 

• The PA was triggered to a CTC compliant consumer onl y on making first 

booking. There were a number of case in the sample where con umer ha become 

compliant but was yet to book a refill. 

• In some cases, PA was not triggered even after issue of the fir t re fill. This was 

due to the fact that either the bank data was not complete/not verified/put on 

hold/deseeded or the consumer had converted to NCTC. (UID Master not 

complete). IOCL also attributed the non-transfer of PA to system i ues like 

downtime of Change Data Capture Service, for which it assured to take corrective 

action. Moreover, it was informed that triggering of PA had been put on ho ld vide 

Finance Ministry's letter dated 8 March 2016. 

(ii ) BPCL stated that PAs were withheld on account of pending Accounts Verification 

re pon e or negati ve respon, e received from the banks for BCTC Con umers or in ca e 

of Aadhaar Inacti ve Status for ACTC consumers. All such con umer were advi ed to 

rectify the ame. Once the error was rectified the payment would be triggered as per re

trigger cycle. BPCL also asserted that both advance and sub idy were on hold for 

con umer where correcti ve action was pending. 

(i ii ) HPCL stated (May 201 6) that on a sample review, it was found that: 

a. Some con umer had given wrong bank account detai l , which were accepted 

by the porta l initially, but rejected later by bank after verification and were 

later converted to NCTC from CTC. 
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b. In some cases, the wrong bank account detai ls were corrected and payment 

transferred subsequentl y, as per re fi ll s. 

HPCL assured that since Aadhaar numbers for these cases were read ily available with 

the distributor, consumers were being advi ed to update the ir Aadhaar numbers in the 

banks also in order to make them CTC and that correcti ve action would be taken. 

The repli es of OMCs need to be viewed in the fo llowing contex t: 

• While Aud it appreciates IOCL response that in some cases the PA had not been 

triggered as refill s had not been booked, there were a to tal of 20.73 lakh cases where 

PA ha not been triggered even after the fir t refil l issued to the consumer. IOCL's 

contention that PA could not be triggered because bank data was incomplete/incorrect 

is not tenable as subsidy was being transferred to the same consumers. While the 

sy tern issues are appreciated, they need to be redressed within a specified period, 

given the impl ications of non-transfer or PA. Audit notes the as urance of IOCL 

regarding corrective action. 

• The reply of BPCL is not factually correct as audit analys is of the sample indicated 

that there were 8,509 (20 14- 15) and 18,394 (20 15- 16) consumers who had not 

received their PA after becoming CTC though they received subsidy to the tune of 

~28 . 1 9 lakh during the year 2014- 15 and ~98.61 lakh duri ng the year 2015-16 

re pecti vely. 

• W hile appreciating the efforts being taken by HPCL for seeding Aadhaar num ber of 

consumers, wherever available, in order to make them CTC, it may be stated that after 

correcti on of bank account numbers, where payment for refi ll taken was tran ferred, 

step ought to have been taken for tran fer of Permanent Advance also to these 

con umer . 

A significant quantum of failed transactions was noticed which is a matter of 

concern as it could deprive the genuine LPG consumers of their legitimate subsidy. 

Audit noticed that a major reason for failure of transactions was inaccurate data 

entry by distributors 
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Chapter 7 

Self-selection in Subsidy 

7.1. Non Cash Transfer Compliant (NCTC) consumers 

Non-cash transfer compliant (NCTC) consumers are those who have not joined PAHAL 

(DBTL) Scheme. The detai ls of bank account and/or Aadhaar number of these consumers 

are not linked to their consumer IDs and they do not receive any subs idy on LPG 

consumption. The number of NCTC consumer as on 3 1 October 2015 wa 1.72 crore. Audit 

appreciates that NCTC consumers may include fake/multiple LPG connections that have 

rightly been weeded out. However, as pointed out in a report of Mis Neilson (marketi ng 

research agency) engaged by BPCL to obtain a feedback from LPG consumers regarding 

PAHAL (DBTL) Scheme implementation (May 20 15), as many as 77 per cent of the NCTC 

consumer wished to be a part of the Scheme, but were deterred by lack of knowledge, 

lengthy process, low process clarity, time taken for processing, etc. This underlines the 

possibility that more efforts may be essenti al for outreach to all LPG consumers so that 

deserving consumers are not deprived of subs idy, particularly considering that 28 per cent of 

NCTC con umers are rural con umers. In this contex t, Audit notes that the number of NCTC 

consumers i on the decline having reduced to l.55 crore as on 3 1 December 20 15. However, 

more efforts may be essential to ensure protection of entitlement and sub idy of the de erving 

domestic LPG consumer. 

7.2. Give- it up initiative 

The G ive-it up campaign was launched as a part o f PAHAL (OBTL) Scheme in order to 

encourage the affluent con umer who could pay the market price of LPG upply, for opting 

out of subsidy. This exerci e would also significantly reduce under-recoveries for OMCs and 

subsidy outflow for the government. 

It was noticed that the number of consumer giving up ub idy had gone up significantly 

from 0.22 lakh consumers in January 201 5 to 1.67 lakh in March 20 15, which further 

increased to 67.27 lakh in February 2016. 

As on 31 December 2015, there were 1.55 crore non-cash transfer compliant 
consumers. The possibility that this includes consumers who deserve the subsidy 
cannot be ruled out. 
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The one-time advance given to enable the domestic LPG consumer to pay for the first 

cylinder deli vered at market rates on jo ining the PAHAL (DBTL) Scheme is termed 

'Permanent Advance' (PA). This advance would remain with the consumer till the 

connection is terminated , when the advance would be recovered from the security deposit 

lying with the OMCs. It was, however, noticed that in 29.92 lakh cases (16.68 lakh in IOCL, 

5.95 lakh in HPCL and 7.29 lakh in BPCL cases), the security deposit held by the OMC was 

much lower than the advance paid; the amount of sho11fall being ~68.39 crore (~35 . 70 crore 

in IOCL, ~15 .77 crore in HPCL and ~1 6.92 crore in BPCL). As such, recovery of the PA 

would not be possible in these cases. 

Audit a lso noticed that PA continues to be held by the consumer even when the consumer' s 

status changes to Non Cash Transfer Compliant (NCTC). Audit noticed 9.58 lakh (7.92 lakh 

in IOCL, 0.53 lakh in HPCL and 1.1 3 lakh in BPCL) such NCTC consumers in the three 

OMCs holding ~49.21 crore (~4 1.09 crore in IOCL, ~2.82 crore in HPCL and ~5.30 crore in 

BPCL) as Permanent Advance (PA) collectively. As such consumers were not eligible for 

PA under the Scheme, this led to blocking of funds. 

The OMCs replied (April/May 20 16) as fo llows: 

(i) JOCL and BPCL stated that for old connections and connections issued to BPL 

fami lies with zero security deposi t, security deposit was inadequate to cover PA. The 

OMC also stressed that issuance of PA to all consumers was as per the PAHAL 

policy. Regarding transfer of PA to Non Ca h Transfer Compliant consumers, IOCL 

and BPCL stated that all these consumers were CTC at the time of transfer of PA and 

had subsequentl y became NCTC. 

(ii ) IOCL added that in case the consumer becomes CTC subsequently, by seeding 

Aadhaar or bank account number, further payment of PA was not tri ggered. At the 

time of transfer, advance amount was recovered either by adjusting it against security 

deposit or by means of ca h, if security deposit was less than the recoverable amount. 

(iii) BPCL also suggested that these issues could be taken up with MoP&NG. 

(iv) HPCL stated that there was no relation between security deposit of cylinder and 

regulator, and PA. These were mai ntained in different account heads and therefore, 

the question of inadequacy of securi ty deposit for recovery of PA did not arise. 

Regarding continu ing PA with Non-Cash Transfer Compliant (NCTC) consumers, 
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HPCL stated that advance was paid to a consumer on becoming CTC and was 

retained till termination. Subsequently if a consumer becomes NCTC due to removal 

of Aadhaar in NPCI mapper or c losure of bank account, the data would indicate 

payment of PA to NCTC consumer and that there was no irregularity in the matter. 

The replies of the OMCs need to be considered in view of the fo llowing: 

• That security deposit and Permanent Advance (PA) were maintained in separate 

accounts, as pointed out by HPCL, is well appreciated. Audit has only highlighted the 

problem that wou ld be faced by the OMCs in recovering PA at the time of termination 

of connection in ca es where the security deposit was inadequate. Moreover, IOCL 

has been adjusting PA against security deposit, as stated in its reply. 

• The HPCL reply that when a CTC consumer changes into NCTC, PA would remain 

and there was no irregularity needs to be viewed against the fact that the purpose of 

PA was to enable the e ligible domestic LPG consumer to purchase the fi rst cylinder at 

market price without any extra financial burden. When the status of consumer 

changes from CTC to NCTC, the very purpose for wh ich the PA was re leased gets 

defeated resulting in blocking of funds which could be diverted to much e lig ible LPG 

consumers to purchase their first LPG cylinder at market price. 

In the sample scrutinised, Audit noticed that non-cash transfer compliant consumers 
hold f49.21 crore as Permanent Advance. As these consumers were not eligible for 
advance, this led to blocking of funds. Besides, Audit noticed that the security deposit 
of a significant number of consumers was much lower than the Permanent Advance 
paid to them. As the Permanent Advance is expected to be recovered from the security 
deposit when the connection is terminated, its recovery in such cases remain doubtful. 
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Chapter 9 

Savings in Subsidy through PAHAL (DBTL) Scheme 

The PAHAL (DBTL) Scheme was expected, i111er alia, to weed out fake/duplicate 

connections, address the concern regarding di versio n and promote self-selection in ubsidy. 

This, in turn , would reduce the di version of domestic LPG cylinder for commerc ial u e, 

decrease of ubsidy outgo and thereby generate savings for the Government. The PAHAL 

(DBTL) Scheme comme nced on 15 November 2014 in 54 di stricts and was subsequentl y 

extended to the remaining 622 di triers on l January 2015. The Sche me had a three month 

grace period . As such, the specifi c effect of the Scheme for the year 201 4-15 would be 

confined to 54 di stricts for the period 15 February to 3 1 March 20 15, which may not be very 

significant. Quantification of savings for 2015-1 6 was obtained from MoPNG and OMC 

and the following were noticed : 

9.1. Savings on account of PAHAL (DBTL) Scheme estimated by Government of 

India for 2015-16 

MoPNG estimated (February 2016) that the potential savings in LPG subsidy for 201 5-16 

would be ~9,2 11 crore. This ha been worked out after considering that 4.53 crore dome tic 

LPG consumer would not avail of subs idised cylinders during 20 15- 16 (including 1.42 crore 

domesti c con umers who had not j o ined the Scheme and hence not e lig ible to receive ub idy 

and 3.11 crore blocked/inactive con umers). It has also been assumed that all of these 

consumer. would have availed 12 subsidised cylinders @ ~ 169.45 subsidy per cylinder 

(being the average subs idy in 2015- l 6 in Delhi State) . The details of subsidy savings worked 

out by MoPNG is shown below: 

4.53 crore domestic LPG consumers not joined the Scheme/blocked/ 

inactive x 12 cylinders per year x ~169.45 being the average 

subsidy = ~ 9,211 crore 

The result of analysis of the savings in subsidy estimated by GoI in audit is depicted in the 

graph given below. In this regard, the fo llowing aspects need to be considered: 

Figure-5: Estimated savings in 
subsidy by Gol vs. Audit~ in crore) 

10,000 9,21 I 

8,000 

6,000 4,813 

4,000 

2,000 

0 
Gol Audit 

(i) The national average per capita 

consumption of domestic LPG cy linder m 

2014- 15 was 6 .27 cylinders. As uch, the 

underl ying as umption made while working out 

the ubsidy sav ings that blocked/inacti ve 

con umers would have availed the maximum 

quota of 12 cylinders on which subsidy is 
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payable appears to be an overstatement. Considering the national average offtake of 627 

cylinders (2014-15 average), the estimated subsidy savings for 2015-16, as per the 

methodology adopted by the Ministry, would be ~4,813 1 crore. The difference in subsidy 

savings on account of adoption of higher national averageper capita consumption alone is 

~4,398 crore. The actual subsidy savings, however, are as reported in Para 9.3 below. 

(ii) While the L42 crore domestic consumers who have not joined the P AHAL (DBTL) 

Scheme have contributed to subsidy savings ()f ~1508.68 crore (1.42 crore consumers x 

~169.45 per cylinder x 6.27 cylinders per year) which was indeed a direct outcome of the 

Scheme implementation in 2015-16, the savings from 3.11 crore blocked/inactive consumers 

cannot be attributed entirely to implementation of the·PAHAL (DBTL) Scheme in 2015-16. 

In fact, it :was noticed that the number of blocked/inactive domestic consumers· as on 1 April I . 

2015 was~3.34 crore which decreased to 3.11 crore (19 February 2016). 

MoPNG stated (June 2016) that an intensive exerdse was carried out for identifying 

duplicate/ fake/ghost/inactive domestic LPG connections and, as of 1 April 2016, 3.46 crore 

such con~umers had been blocked. As a result of implementation of DBTL mechanism, it 

became possible to block these consumers, as the subsidy was transferred in the accounts of 

only those consumers who had registered m1der . P AHAL and who have cleared after 

de-duplication exercise. In addition, 1.33 crore consumers were not availing subsidy and the 

total works to 4.79 crore consumers, and for these consumers who were outside the subsidy 

net, the estimated savings would be ~9740 crore (i.e., 4.79 crore consumers x 12 cylinders x 

~169.45 being the average subsidy per cylinder for 2015-16). It was further added that the 

principle !applied was a sound one, since the past experience was that the full quota of 12 

cylinders: would have been drawn by the suspect consumers who were diverting domestic 

cylinders: 

The reply is to be viewed against the fact that the de-duplication was carried out by the 

OMCs through National Informatics Centre in June 2012, and as a result of which the 
! 

duplicate/ fake/ghost/inactive domestic LPG connections were blocked. On the other hand, 

the DBTL Scheme was launched in June 2013 and PAHAL (DBTL) Scheme was launched in 

Novemb~r 2014. As such, the entire blocking of fake, duplicate, or inactive consumers 
I . 

canriot b~ attributed to the outcome of P AHAL (DBTL) Scheme. In other words, as pointed 

out by Audit above, the real outcome of P AHAL (DBTL) Scheme was the subsidy savings on 

account of 1.33 crore consumers not linking their Aadhaar number and Bank account with the 

Scheme. Further, Audit is of the view that the national per capita consumption of 6.27 

cylinders! per annum is a more appropriate and realistic parameter than the full permissible 

quota of 12 cylinders for calculation of estimated savings. 

1 4.53 crore consumers x n69.45 per cylinder x 6.27 cylinders per year. 
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9.2. Savings estimated by OMCs for 2015-16 

Audit observed that the OM Cs worked out the projected subsidy savings for the year 2015-16 

differentl y. IOCL (the coordinating agency of OMCs with Gol for LPG) estimated subsidy 

savings of ~5 1 07.48 crore in its submission to Petroleum Planning and Analysis Cell (PPAC) 

by considering the fo llowing: 

• Savings due to reduction in domesti c LPG consumption (by considering the 

increase in domestic consumer ba e in 2015- 16 compared to 20 14- 15 

coupled with the reduction in offtake of domestic cylinders): t1036 crore 

• Savings due to non-subsid ised sales to l.73 crore domestic consumers 

(non-cash transfer compliant consumers as on September 2015): t3672 

crore 

• Additional taxes/duties due to ri e in sale of non-domestic non-exempt 

(NDNE) LPG cylinders: t399.48 crore 

Audit analysed the assumptions applied by the OMCs and calculation of estimated subsidy 

savings. The results of analysis is depicted in the Chart alongside. In this regard, the 

fo llowing aspects need to be considered: 

(i) While working out the subsidy savings 1, OM Cs considered an average annual 

consumption of 6 .27 cylinders per consumer and average subsidy of ~338 per cylinder 

(average 

subsidy rate 

applicable to 

Delhi market m 

2014- 15). 

While the 

assumption of 

annual 

consumption of 

6.27 cylinders 

per consumer 

based on the 

average national 
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Savings in subsidy estimated by OM Cs vs. Audit ( ~in crore) 

1036.00 
519.56 

3672.00 

1839.72 

399.48 399.48 

Reduced ofrtake Non-subsidised Additional 
of domestic sales to NCTC taxes/duties on 

cyliners NDNE sale 

OMCs • Audit 

714.72 

0.00 

Give it up 

5107.48 

Total 

offtake of 20 14-15 was reasonable, consideration of average sub idy rates of 20 14-15 at ~338 

per cylinder led to an over-statement of savings, in view of the sharp fall in prices during 

20 15- 16 vis-a-vis 201 4- 15. In fact, if the average subsidy of ~169.45 per cylinder for 

1 Subsidy savings pertaining to reduction in domestic LPG consumption and non-subsidized sale to domestic consumers. 
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20 15- 16 was considered (as used by MoPNG in their estimation), the estimated subsidy 

savings would reduce to ~2359.28 crore (~1839.72 crore + ~519.56 crore) adopting the same 

methodology as the OM Cs except fo r the value of subsidy. 

(ii) Along ide implementation of PAHAL (DBTL) Scheme, a 'Give it Up Cam paign' has 

been operational which has resulted in 67.27 lakh domestic consumers having opted out as on 

29 February 20 16. This would have also led to estimated savings in subsidy of ~7 1 4.72 1 

crore. Thu , the total estimated subsidy savings projected for 2015- 16 would work out to 

~3473.482 crore (details are at Annexure-III). 

(iii) It may also be noted that the OMCs have assumed l.73 crore Non Cash Transfer 

Compliant (NCTC) domestic con umers (as on September 2015). However, their number has 

reduced to 1.42 crore as on February 20 16 as stated by MoPNG. As such, the savings in 

subsidy on account of NCTC consumers, as worked out by the OMCs may need to be 

rationalised. 

The difference in e timated saving on account of inconsistencies in estimation pointed out at 

(i ), (ii), and (i ii) above alone is ~ 1,634 crore. The actual subsidy savings, however, are as 

reported in Para 9.3 below. The subsidy savings, as worked out by the OMCs at ~51 07.48 

crore and as revised by Audit to ~3473.48 crore (in line with the comments made at (i ), (ii ) 

and (iii ) above) is at Annexure - III. 

While BPCL (April 2016) agreed with findings of Audit, HPCL did not offer (May 20 16) 

specific response on this issue. On the other hand , though IOCL did not offer any pecific 

response on thi s issue, it forwarded (May 2016) a reply given on behalf of the OMCs to 

MoPNG with regard to a Parliamentary Question on "Savings on LPG ubsidy" . Scrutiny of 

the same revealed that while calculating the savings on LPG sub idy, IOCL fo llowed a 

similar approach as adopted by MoPNG (refer Para 9. 1 above) as updated up to 31 March 

2016 (considering 4.87 crore blocked/inactive consumers, offtake of 12 cylinders per annum 

per customer and average subsidy of ~156.48 per cy linder in 2015-16 thereby the savings 

worked out to ~9, 1 44 crore). The shortcomings of this methodology has already been 

highlighted in the said para above. 

9.3. Actual subsidy savings in the first three quarters of 2015-16 (April to December 

2015) vis-a-vis comparable period of 2014-15 

Audit compared the actual subsidy payout during April 2015 to December 2015 against the 

same during April 2014 to December 2014. It was noticed that subsidy paid during April 

2015 to December 2015 was ~1 2,084.23 crore, a against the subsidy of ~35,400.44 crore 

during similar period in 2014- 15. The fall in subsidy payout in 2015- 16 compared to 

1 67 .27 lakh consumers x ~ 169.45 subsidy per cylinder x 6.27 cylinder per year = ~ 14. 72 crore 
2 ~2359.28crore +~14.72 crore + ~399.48 crore (additional tax/duties on NONE sale) = ~347 3.48 crore. 
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2014-15 (worked out for nine months period from April to December 2015) was a combined 

effect of decrease in off take of domestic cyHnders on which subsidy was paid and the lower 

subsidy rates arising from the sharp fall in crude prices in 2015-16. 

The total decrease in subsidy in 2015-16 (April - December 2015) compared to 2014-15 

(April - December 2014) was ~23,316.21 crore (i.e., ~35,400.44 crore - ~12,084.23 crore). 

The contribution of lower subsidy rates and lower off take in quantity causing this reduction 

in subsidy payout is summarized below (the detailed cakufat:i.on are at Annexure IV). 

0 To arrive at the .effect of reduced subsidy rates on lower subsidy payouts in 2015-16, 

the consumption levels of 2015-16 had been considered whHe applying the difference 

in the subsidy rates between 2014-15 and 2015-16, which works out to ~21,552.28 

crore. 

o To arrive at the effect·of reduced quantity of offtake of subsidised LPG, the subsidy 

rates were held constant at 2014-15 levels while considering the decrease in 

·consumption levels in 2015-16 over 2014-15, which was an outcome ofthe PAHAL 

(DBTL) Scheme. This works out to ~1,763.93 crore. 

It is evident from the above analysis that the effect oflower subsidy rates in 2015-16 was by 

far the most significant factor resulting in subsidy savings. While the reduced off take of 

subsidised LPG, which could be considered to be an outcome of implementation of PAHAL 

(DBTL) Scheme, has contributed to savings in subsidy, its effect was not as significant. 

f'rom the above, the foUowing issues emerge: 

(i) While working out subsidy savings in a year as an outcome of efforts made during 

that year, it may be reasonable to comparethe savings achieved in that year vis-a-vis savings 

of previous year(s) after considering the changes in external parameters like change in crude 

prices. As such, it may not be correct to attribute the number of blocked/inactive consumers 

in a year to efforts made entirely during that year. 

(ii) · While working out/estimating the savings in subsidy, the average off take of cyHnders 

by domestic consumers and average subsidy rates for the year need to be considered. This 

assumes particular importance as the average off take of cylinders was slightly higher than 

half the cap allowed under the Scheme (average off take of 6.27 against the cap of 12) and 

subsidy rates being halved (as against average subsidy of ~338 per cylinder in 2014-15, it was 

~169.45 per cylinder (average for the period from April to December 2015) in 2015-16). 
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(iii ) Comparing the actual subsidy payouts in 2015-16 (April - December 20 16) over a 

comparable period of 2014-15, a high quantum of subsidy savings was noticed. However, 92 

per cent of such saving could be attributed to the fall in subsidy rates alone. While 

implementation of PAHAL (DBTL) Scheme coupled with the 'Give-it up ' campaign resulted 

in reduction of off take of domestic subsidised LPG cylinders, the resultant ubsidy sav ings 

wa not significant compared to the savings generated through fall of subsidy rates. 

The subsidy burden over the period from April 2015 to December 2015 was lower than 
that for the comparable period in 2014 by f23,316.21 crore. However, this was a 
combined effect of decrease in off-take of subsidised cylinders by consumers (fl,763.93 
crore) and lower subsidy rates arising from the sharp fall in crude prices (f21,552.28 
crore) in 2015-16. While implementation of the PAHAL (DBTL) Scheme coupled with 
the 'Give it up' campaign has resulted in the reduction of offtake of domestic subsidised 
LPG cylinders, the resultant subsidy savings was not as significant as that generated 
through fa)] of subsidy rates. 
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Chapter 10 

Conclusion and Recommendations 

10.1. Conclusion 

The PAHAL (DBTL) Scheme, introduced in November 2014 and extended to the entire 

country in January 201 5, intends to dis-incenti vise di vers ion, weed out fake and duplicate 

connecti ons, protect entitlement, improve avai labil ity of LPG cylinders and ensure subsidy to 

domestic consumers while al lowing self-selection in subsidy. Audit appreciates the 

implementation of the Scheme covering 19.26 crore registered domestic LPG consumers 

(16.17 crore acti ve and 3.09 crore other than active consumers) and 16,781 d istributors across 

the three Oi l Marketing Companies (OMCs), viz., Indian Oil Corporati on Limited (JOCL), 

Hindustan Petroleum Corporation Limited (HPC L), and Bharat Petroleum Corporation 

Limited (BPCL). The following conclusions emerge from the audit of implementation of the 

Scheme: 

• Audit noticed a marked growth in sale of LPG cylinders to commercial consumers 

post implementation of PAHAL (DBTL) Scheme. However, there has also been a 

sharp increase in offtakc of domestic LPG cylinders not enti tled to receive ubsidy, 

which increases the ri sk of di version, particularly considering the signifi cant price 

difference between domestic LPG cylinders not entitled to receive subsidy and 

commercial LPG cylinder on account of differentia l taxes and dutie levied on the two 

categori es of consumers. 

• Even though National Informatics Centre and the OMCs had carried out de

duplication checks on the domestic LPG consumer database, Audit noticed instances 

of multiple connections ex isting both within and between OMC. Besides, 

connections blocked on suspicion of being multiple connections were often un

blocked without maintaining adequate documentation of justification for such un

blocking. Scrutiny of the selected sample indicated that there were inadequate input 

checks for the domestic LPG consumer database, wh ich adversely affected its 

accuracy and integrity. 

• The OMCs have addressed the bulk of PAHAL (DBTL) Scheme related complaints 

though the target of seven days fo r redressal could not be achieved. 

• A significant quantum of failed transactions was noticed which is a matter of concern 

as it could deprive the genuine LPG consumers of their legitimate subsidy. Audit 

noticed that a major reason for fai lure o f transactions was inaccurate data entry by 

di tributors. 
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@ As on 31 December 2015, there were L55 crore non-cash transfer compliant 
consumers. The possibility that this includes. consumers who deserve the subsidy 
cannot be ruled out. 

e In the sample scrutinised, Audit noticed that non-cash transfer compliant consumers 
hold ~ 49 .21 crore as Permanent Advance. As these consumers were not eligible for 
advance, this led to blocking of funds. Besides, Audit noticed that the security 
deposit of a significant number of consumers was much lower than the Permanent 
Advance paid to them. As the Permanent Advance is expected to be recovered from 
the security deposit when the connection is terminated, its recovery in such cases 
remain doribtful 

The subsidy burden over the period from April 2015 to December 2015 was lower 
than that for the comparable period in 2014 by ~23,316.21 crore. However, this was a 
combined • effect of decrease in off-take of subsidised cylinders by consumers 
~'1,763.93 crore) and lower subsidy rates arising from the sharp fall in crude prices 
~21,552.28 crore) in 2015-16. While implementation of the PAHAL (DBTL) 
Sqheme coupled with the 'Give it up' campaign has resulted in the reduction of 
offtake of domestic subsidised LPG cylinders, the resultant subsidy savings was not 
as significant as that generated through fall of subsidy rates. 

10.2 Recomme\ndatio:ns 

Audit suggests the following recommendations in order to address the issues highlighted in 
this Report. 

(i) Effective steps may need to be taken to dis-incentivise diversion of non-subsidised 
domestic LPG cylinders to the commercial segment. 

', 
' I 

(ii) Considerin,Ig that audit scrutiny of the selected sample revealed existence of multiple. 
connections, the entire database needs to be scrutinised by the OMCs and effecdve 
action should be ensured. The integrity of the database needs to be maintain~d. 
While the OMCs assured institution of appropriate checks for new additions to the 
consumer.database,. there is an urgent need to ensure correctness and integrity of the 

, I 

existing database. Appropriate and transparent documentation of blocking and un~ 
blocking 6f suspected multiple connections also needs to be ensured. 

(iii) Appropria,te input control, data validation and strict oversight is essential at the 
d~stributo~ interface to ensure correctness of data entry at their end, which would not 
oi;ily improve the integrity of the consumer database but also eliminate failed 
transactions arising from incorrect information. 

(iv) Audit has noted the decrease in the number of Non Cash Transfer Compliant 
i 

c0nsumer~. However, more focussed outreach efforts may be necessary to ensure 
that desewing consumers are not deprived of subsidy for want of knowledge of the 
Scheme or clarityregarding its processes. 
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(v) Appropriate policy decisions may be· necessary to address the blocking of Permanent 
Advance with Non Cash Transfer Compliant consumers and recovery of Permanent 
Advance from consumers having a lower security deposit compared to it. 

New Delhi 

Dated : 18 July 2016 

New Delhi 
Dated : 18 July 2016 

LlP~J~ 
(H. PRADEEP RAO) 

Deputy Comptroller and Arndllit@ir 

General and Chairman, Audit Jffimmrll 

Countersigned 

~ 
(SHASID KANT SHARMA) 

Comptroller and Auditor Genelt"all oft' mtd!lia 
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Annexure I 
(As referred to ill Para 2.6) 

(A) Status of various claims under DBTL Scheme (June 2013 to February/March 2014) ~ in crore) 

OMC Permanent advance claims Subsidy claims ,_Project Management expenditure claims I Amount 
-

Amount Amount Amount Total amount Amount Total amount I Amount Amount 
claimed received outstanding as claimed received outstanding as claimed received outstanding as on 

on 31.3.2014 on 31.3.2014 31.3.2014 
IOCL 529.17 529.17 0.00 1,600.06 1,586.96 13.10 16.82 16.82 0.00 
BPCL 300. 11 300.11 0.00 866.58 859.92 6.67 16.87 16.87 0.00 
HPCL 404.9 1 404.9 1 0.00 1,40 1.90 1,390. 12 11.78 9.85 9.33 0.52 
Total 1,234.19 1,234.19 0.00 3,868.54 3,836.70 31.84 43.54 43.02 0.52 

(B) Status of various claims under PAHAL (DBTL) Scheme (November 2014 to March 2016) ~ in crore) 

OMC Permanent advance claims Subsidy claims *Proj ect Management expenditure claims 
Amount Amount Amount Total amount I Amou~t Amount I Total ----i Amount Amount 
claimed received outstanding as claimed received outstanding as amount received outstanding as on 

on 31.3.2016 on 31.3.2016 claimed 31.3.2016 
IOCL 2,73 1.15 2,349.62 38 1.53 10,122.93 7.3 13.14 2,809.79 149.35 55 .23@ 94.12 
BPCL 1,386.12 1, 166.8 1 2 19.3 1 4,880.63 3.5 19.03 1361.6 7 1.20 56.0 1 15.19 
HPCL 1,256.27 1,004.29 25 1.98 5.029.33 3,653.66 1,375.67 83.86 54.22 29.64 
Total 5,345.54 4,520.72 824.82 20,032.89 14,485.83 4,573.61 304.41 165.46 138.95 
* Includes expenditure on "Gi ve it up" and employee rewards @ ~ 23.94 crore received on 02.4.20 16 

(C) Status of Buffer Account as on 31 March 2016 
(~ in crore) 

Name ofOMC Subsidy amount san ctioned by Gol for credjt to Buffer Account Subsidy amount withdrawn by OMC from Buffer Account# 

lOCL 8,482.77 8,289. 17 
BPCL 4.279.62 3,963.22 
HPCL 4.406.70 4,0 17.49 
Total 17,169.09 16,269.88 

#It also includes ~ 2,878.80 crore (IOCL), ~ 1.466.93 crores (BPCL) and~ 1,409. 19 crore (HPCL) on account of one time incentive towards Permanent Advance. 
Note: Gol has not yet sanctioned any amount for credi t in Buffer Account in respect of subsidy claims for the month of December 20 15 to March 20 16. 
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Annexure 11 
(As referred to in Para 5.2) 

(A) Effect of Intra-OMC Duplicates on payment of refill subsidy (due to delivery 
of excess subsidised cylinders) 

Particulars of the Multiple No. of multiple active connections availing more than 12 cylinders 
Connection identified -

lOCL BPCL HPCL 
2014-15 I -

I 2014-15 2015-16 2015-16 2014-15 2015-16 
(up to Oct. (up to Oct. (up to 

2015) 2015) Oct.2015) 
Multiple connections for the - - 0 0 146 10 
same Aadhaar no . (intra) 

Multiple connections for same 12,236 1,730 0 0 8,30 1 1.27 1 
IFSC and bank account no. 

Multiple connections 'Same 3,099 1,4 17 3,764 1,293 384 64 
Name Same Address' 
Multiple connections (Same 5,054 1,302 8 0 4 ,507 1,620 
Name, DOB and registered 
mobile number) 
Total 20,389 4,449 3,772 1,293 13,338 I 2,965 

(B) Effect of Intra-OMC Duplicates on payment of Permanent Advance (PA) 

Particulars of the Multiple No. of multiJ!.le active co'!!le_ctions having availed PA twice ill 
Connection identified IOCL BPCL HPCL 
Multiple connections for the same - 0 80 
Aadhaar no. (intra) 
Multiple connections for same 15,8 19 0 10,238 
JFSC and bank account no. 
Multiple connections ( SNSA) 6,367 6,780 3 14 
Multiple connections(Same Name, 5,445 8 6,392 
DOB and registered mobile 
number) 

Total 27,631 6,788 17,024 

(C) Effect of Inter-OMC Duplicates on payment of refill subsidy (due to delivery of 
excess subsidised cylinders) 

Particulars of the Multiple No. of l_!lultiple active colln~~~~!!_va!!_i[lg ~re than 12 cylinders 
Connection identified IOCL&BPCL BPCL&HPCL HPCL& IOCL -· I 

I 

2014-15 2015-16 2014-15 2015-16 2014-15 2015-16 
(up to (up to I (up to 

Oct.2015) Oct.2015) Oct.2015) 
Mul tiple connections for the 9,332 1,942 10,926 1,708 12,370 2, 172 
same Aadhaar no. (inter) 
Mul tiple connections for ame 1,400 152 1,9 10 254 2,348 260 
JFSC and bank account no. 

Total 10,732 2,094 12,836 1,962 14,718 2,432 
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(D) Effect of Inter-OMC Duplicates on payment of Permanent Advance (PA) 

Particulars of the 
Multiple Connection 

identified 

Multiple connections for 
the same Aadhaar no. 
(inter) 
Multiple connections for 
same IFSC and bank 
account no. 

Multiple active connections having availed PA twice in 
IOCL & BPCL BPCL & HPCL HPCL & IOCL -

No.of 
multiple 

connections 

14, 11 4 

3,946 

--

Amount 
of PA~ 
in lakh) 

39.60 I 

9.08 

No.of 
multiple 

Amount 
of PA~ 

connections inlakh) 

18,704 28.29 I 

3~ 7.68 

No. of 
multiple 

connections 

20, 108 

5,098 

Amount 
of PA 
(~in 

lakh) 
38.68 

6.23 

Total _______ ....__18,060 48.68 __ 22_.2_3_2_....__35 . .;....97 __ 25,206_.....__ 44.91 
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Annexure-III 

(As referred to irr Para 9.2) 

Statement of Projected savings due to PA HAL (DBTL) Scheme for the year 2015-16 

Particulars 
Savings as 
perOMCs 

a) Savings due to reduction in Domestic LPG Consumption 

By consumption pattern of 20 14- 15 , 94 per cent cylinder were sold 1,53,30,493 
within cap, so reduction in subsidies sale (No. of cylinders) 
Subsidy saving for 6 months considering average subsidy (in~ crore) 518* 
Projected Annual Savings (~in crore) (a) 1,036.00 
b ) Saving due to Non-Subsidised Sales to Domestic Consumers (NCTC) 
No. of NCTC consumers in September 2015 drawing non-subsidised 
cylinders 
Projected savings considering average subsidy (in~ crore) (b) 
(Considering average per capita consumption of 6.27 cylinders for 
the year 20 15-16) 
c) Additiona l Taxes/Duties due to rise in NONE sale 
Sale in April - September 20 14 ( MT) 
Sale in April - September 2015 ( MT) 
Increase in NDNE sale compared to previous year from April -
September (MT) 
Average Price of NONE per MT (~) 
Customs Duty @ 5 per cent of Refinery Transfer Price(~) 
Total price after Exc i e Duty @ 8.33 per cent of average price of 
NONE (x) (~) 

Total price after VAT @ 14 per cent of x (~) 
So, total contribution per MT by ( customs+ excise + VAT) (~) 
Annual gain in NDNE sale(~ in crore) (c) 
d ) Savings due to 'Give it Up ' campaign 
Total LPG domestic consumers opted out (February 2016) 
Projected saving due to ' Give it Up ' (~in crore) (d) 
(considering average per capita con umption of 6 .27 cylinder for 
20 15- 16 ) 
Projected Annual Saving for Gol ( a+b+c+d) (~ in crore) 

* Considering ~ 338/- per cylinder (we ighted average of 20 14-15) 
**Considering ~ 169.45 per cylinder I weighted average of 20 15- 16 (December 15)] 
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1,73, 15,837 

3,672.00* 

4,70,854 
6,50,501 

1,79,647 

42,000 
1,250 

45,498.6 

51 ,868.4 

11 , 11 8.4 
399.48 

Not 
considered 
by OMCs 

5,107.48 

Savings as 
oer Audit 

1,53,30,493 

259.78** 
519.56 

1,73, 15,837 

1,839.72** 

4,70,854 
6,50,501 

1,79,647 

42,000 
1,250 

45,498.6 

51,868.4 

ll , 11 8.4 
399.48 

67,27 ,130 
7 14.72** 

3,473.48 



Annexure - IV 
(As ref erred to i11 Para 9.3) 

Report No. 25of2016 

A. Change in total subsidy in 2015-16 compared to 2014-15 due to reduction in 
subsidy rates keeping the quantity of 2015-16 constant: 

Month Qty. of LPG Average Average Decrease in Amount 
on which subsidy per subsidy per average (tin crore) 
subsidy paid MT in 2014- MT in 2015- subsidy/ MT 
in 2015-16 (in 15 (inf}* 16 (inf}* (inf) 
MT)* 

Q' s S' s = (S-S') sQ' 
April 115983 1 33528 13132 20396 2,365.59 
May 1195246 31864 12990 18874 2,255.91 
June 11 87242 34188 14978 192 10 2,280.69 
July 1225906 33057 11498 21559 2,642.93 
AugusL 121475 1 32580 9818 22762 2,765.02 
September 12415 19 30227 10878 19349 2,402.22 
October 1305094 27 184 6456 20728 2,705.20 
November 1254082 25673 6903 18770 2,353.9 1 
December 1386063 24 170 11322 12848 1,780.81 
Total 21.552.28 

*Actual for20 14 and 2015 

B. Change in total subsidy in 2015-16 compared to 2014-15 on account of reduced 
offtake of subsidised cylinders keeping the subsidy rate of 2014-15 constant: 

Month Average Qty.of LPG Qty.of LPG Decrease in Amount 
subsidy per on which on which quantity (in (tin crore) 
MT in 2014- subsidy paid subsidy paid MT) 
15 (inf}* in 2014-15 (in in 2015-16 (in 

MT)* MT)* 
s 0 O' q = (0-0') Sq 

Apri l 33528 1205900 11 5983 1 46069 154.46 
May 31864 1268860 11 95246 73614 234.56 
June 34188 1182600 1187242 -4642 -15.87 
July 33057 1257 180 1225906 31274 103.38 
Augusl 32580 1275580 121475 1 60829 198.18 
September 30227 1374860 124 1519 133341 403.05 
Oclober 27 184 1324750 1305094 19656 53.43 
November 25673 1402730 1254082 148648 381.62 
December 24 170 1489960 1386063 103897 251.12 
Total 1,763.93 

*Actual for 2014 and 2015 
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List of Abbreviations 

SI. No. Abbreviation Description of Abbreviated Term 

1 ACTC Aadhaar CashTransfer Compliant 

2 APB Aadhaar Payment Bridge 

3 BCTC Bank Cash Transfer Compliant 

4 BPCL Bharat Petroleum Corporation Limited 

5 CTC Cash Transfer Compliant 

6 DBTL Direct Benefits Tran fer for LPG Consumers 

7 DNSA Different Name Same Address 

8 DOB Date of Birth 

9 Go I Government of India 

10 HPCL Hindustan Petroleum Company Limited 

11 IFD Integrated Finance Division of MoPNG 

12 IFSC Indian Financial System Code 

13 IOCL Indian Oil Corporation Limited 

14 IVRS Interactive Voice Response System 

15 KYC Know Your Customer 

16 LPG Liquefied Petroleum Gas 

17 MoF Ministry of Finance 

18 MoPNG Ministry of Petroleum and Natural Gas 

19 MT Metric Tonne 

20 NACH National Automated Clearing House 

21 NCTC Non Cash Transfer Compliant 

22 NDEC Non Domestic Exempt category 

23 NDNE Non Domestic Non Exempt 

24 NIC National Informatics Centre 

25 NPCI National Payment Corporation of India 

26 OMC Oil Marketing Companies 

27 PA Permanent Advance 

28 PAHAL Pratyaksh Hanstantrit Labh Yojana 

29 PMCB Punjab Maharashtra Co-operative Bank 

30 PPAC Petroleum Planning and Analysis Cell 

31 SBI State Bank of India 

32 SNSA Same Name Same Address 

33 TV Transferff ermination Voucher 

34 UIDAI Unique Identification Authority of India 
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Glossary of Special Terms 

Term Meaning 
Aadhaar Number Aadhaar is a 12 digit individual identification number issued by the 

Unique Identification Authority of India (UIDAI). 

Active Consumer Consumer who is taking refill of LPG cylinders at pre cribed 
intervals. 

Auto LPG Con umers who use LPG as fuel in their automobiles. 
Consumer 

Buffer Account A separate Bank Account opened by State owned Oil Marketing 
Companies to rece ive cash subsidy towards domestic LPG from 
Government of India . 

Commercial Use LPG u ed for carrying out business with aim to earn profit. 

CTC Ca h Transfer Compliant: A' consumer who has joined the PAHAL 
(DBTL) Scheme by any of the fo llowing two ways and is ready to 
receive LPG subsidy directl y into hi s bank account. 
ACTC (Aadhaar Ca. h Transfer Compliant) - If LPG consumer has 
linked his/her Aadhaar number to both LPG consumer number and 
to the bank account 
Or 
BCTC (Bank Cash Transfer Compliant) - If LPG consumer has 
linked his/her bank account number to LPG IDs 

DCMS Distributor and Consumer Management System (DCMS) IS a 
software used by LPG di tributors of HPCL. 

De-duplication Exercise done to identify duplicate/multiple connections. 

Domestic Consumer using LPG in household for cooking purpose. 
Consumer 

Failed Tran actions Any transaction which i returned/rejected by Bank/NPCI is 
Classified as a "Fai led Transaction 

Give-it up Scheme Scheme launched by Government of India to encourage affl uent 
consumers to opt out of subsidy voluntaril y. 

Grace Peri od Period of 3 months from the date of lau nch of the Scheme to LPG 
con umer not having CTC status to become CTC. 

Ind oft Ind oft is a software used by LPG distributors of IOCL. 

lnteracti ve Voice Self-answering telecommunication system used by LPG con umers 
Response System for refi ll booking, complaint, etc. 

Know Your Procedure followed for obtai ning information on Proof of Address 
Con umer (POA) and Proof of Identity (POI) with upporting documents. 

LPG Next LPG Next is software provided by BPCL to their LPG distributors 
as interface. 
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Tenn Meaning 
NCTC Non Cash Transfer Compliant: An LPG consumer who has not 

linked his/her Aadhaar number to either LPG consumer or bank 
account or both LPG consumer number and bank account 
Or 
An LPG consumer who has not linked his/her bank account number 
to LPG consumer number 

PAHAL DBTL (Direct Benefits Transfer for LPG Consumers) Scheme has 
been named as 'P AHAL' which means "Initiative". It is an 
acronym based on Hindi trans lation of the Scheme: "Pratyaksh 
(Direct) Hastantarit (Transferred ) Labh (Benefit)" 
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