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Preface 

This report deals with the results of audit of Government companies and 
Statutory corporations for the year ended 3 1 March 2016. 

The accounts of Government Companies (including companies deemed to 
be Government Companies as per the provisions of the Companies Act) are 
audited by the Comptroller and Auditor General of India (CAG) under the 
provisions of Section 139 and 143 of the Companies Act, 2013. The 
Accounts certified by the Statutory Auditors (Chartered Accountants), 
appointed by the Comptroller and Auditor General under the Companies 
Act, are subject to supplementary audit by officers of the CAG and the CAG 
gives his comments or supplements the reports of the Statutory Auditors. In 
addition, these companies are also subject to test audit by the CAG. 

Reports in relation to the Accounts of a Government Company or 
Corporation are submitted to the Government by CAG for laying before 
State Legislature of Bihar under the provisions of Section 19-A of the 
Comptroller and Auditor General' s (Duties, Powers and Condi tions of 
Service) Act, 1971. 

The instances mentioned in this Report are those, which came to notice in 
the course of test audit during the period 20 15- 16 as well as those which 
came to notice in earlier years, but cou ld not be reported in the previous 
Audit Reports; matters relating to the period subsequent to 2015-16 have 
also been included, wherever necessary. 

The audit has been conducted in conformity with the Auditing Standards 
issued by the Comptroller and Auditor General of India. 
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OVERVIEW 

This Report contains three Chapters. Chapter-I contains Functioning of State 
Public Sector Undertakings, Chapter-II includes Reports of two Performance 
Audits and two Audits viz. Audit of the functioning of Di tribution Franchi ees in 
Power Distribution Companies of Bihar and Audit of Recovery Performance of 
Bihar State Financial Corporation. Chapter-ill contain s 12 Compliance Audit 
Paragraphs on Government Companies. The total financial impact of Audit 
findings is of~ 3 16.39 crore. 

I. 
The audit of Government companies is governed by Section 139 and 143 of 
the Companie Act, 2013. The Accounts of Government companies are 
audited by Statutory Auditors appointed by Comptroller and Auditor General 
of India. These Accounts are al o subject to supplementary audit conducted 
by Comptroller and Auditor General of India. Audit of Statutory corporations 
is governed by their respective legislation. As on 31 March 2016, the State of 
Bihar had 34 working PSUs (3 1 Government companies and three Statutory 
corporations) and 40 not working PSUs (all Govern ment companies). The 
working PSU regi. tered a turnover of~ 12,879.76 crore and incurred overall 
aggregate loss of ~ 599.66 crore as per their latest fi nalised Accounts a of 30 
September 201 6. 

(Paragraphs 1.1, 1.2 and 1.3) 

Investment in State PSUs 

As on 31 March 20 16, the inve tment (Capital and long term loans) in 74 
PSUs was ~ 46693.55 crore. It grew by 277.33 per cent from ~ 12374.75 crore 
in 2011-12 to ~ 46693.55 crore in 201 5-16 mainly because of increase in 
investment in Power Sector, which accounted for 82.63 per cent of total 
investment in 201 5- 16. The Government contributed ~ l 379 1.96 crore towards 
Equity, Loans and Grants/Subsidies during 2015-1 6. 

(Paragraphs 1.6, 1.7 and 1.8) 

Performance of PS Us as per their latest finalised Accounts 

As per the late t finalised Accounts, out of 34 working PSUs, 15 PSUs had 
earned Profit of~ 544.97 crore and 14 PSUs had incurred Loss of ~ 1144.63 
crore. Out of the remaining five PSUs, three PSUs had nil profit/loss and two 
PSUs had not finalised their first Accounts. 

(Paragraph 1.16) 

Accounts Comments 

The quality of Accounts of companies needs improvement. Of the 39 
Accounts finalized by 17 working companies during October 2015 to 
September 201 6, the Statutory Auditors had given qualified certificates for all 
39 Accounts. There were 26 instances where the compliance of accounting 
standards was not done in eight Accounts. 

(Paragraph 1.21) 
Arrears in finalisation of Accounts 
Out of 34 Working PSUs, only three PSUs finalised the Accounts for the year 
201 5-16 while 31 PSUs had arrears of 202 Accounts as of 30 September 2016 
with the extent of arrears ranging from one year to 25 years. Out of 40 not 
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working PSUs, five PSUs were in the process of liquidation and the remai ning 
35 PSUs had arrears of 952 Accounts for eight to 39 years. The State 
Government had invested~ 16239.49 crore in 17 working PSUs {Equity: 
~ 7478.86 crore (5 PSUs), Loans: ~ 2255.78 crore (10 PSUs), Grants: 
~ 1435.14 crore (9 PSUs) and others (subsidy): ~ 5069.71 crore (7 PSUs)} 
during the year for which accounts have not been finalised. In the absence of 
finalisation of accounts and their subsequent audit, it could not be ascertained 
whether the investments and expenditure . incurred have been properly 
accounted for and the purpose for which the amount was invested was 
achieved or not and thus Government's investment in such PSUs remained 
outside the control of State Legislature. 

(Paragraphs 1.10, 1.11 and 1.12) 

Placement of Separate Audit Reports 

Separate Audit Reports (SA Rs) of three to 32 years of two Corporations were 
not placed in the State Legislature. This weakens the legislative control over 
Statutory corporations and dilutes the latter' s financial accountability. 

(Paragraph 1.14) 

Winding up of PS Us which are not working 

Out of 40 not working PSUs, five were under liquidation by court and in 
respect of another five, no winding process had been started after issuance of 
closure order by the State Government. 

(Paragraph 1.20) 

Follow-up action on Audit Reports 

Administrative Departments were required to submit replies/explanatory notes 
to paragraphs/performance audit included in the Audit Reports of the CAG of 
India within a period of three months of their presentation to the Legislature. 
Out of 72 Paragraphs/Performance Audits, explanatory notes to 33 
Paragraphs/ Performance Audits in respect of 13 departments, which 
were placed in the State Legi lature during last five years, were awaited 
(September 2016) 

(Paragraph 1.24) 

. ' . . -- . ~ · 1 
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Bihar State Hydroelectric Power Corporation Limited (Company) was 
incorporated as a wholly owned Government Company in March 1982 and is 
presently engaged in setting-up of hydroelectric power projects, their 
maintenance and generation and selling of power in the State of Bihar. 

As on 31 March 2016, the Company had set-up 13 Small Hydroelectric 
Projects (SHPs) with installed power generation capacity of 54.30 MW 
while works for establishing 16 projects with power generation capacity of 
35.30 MW were in progress. 

The water supply to the SHPs is ensured from the canals of the Water 
Resources Department (WRD), GoB. These canals are linked to three barrages 
namely Indrapuri Barrage constructed on Sone River at Dehri , Valmikinagar 
Barrage on Gandak River at Yalmikinagar and Birpur Barrage on Koshi River 
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at Kataiya. Indrapuri Barrage caters to the water requirements of 10 SHPs 
( 17 .10 MW), Valmikinagar and Birpur Barrage caters to the water requirement 
of three SHPs (37.20 MW). The water is released by the WRD for irrigation 
purpose without any consultation with the Company which uses the water for 
power generation. 

The power generation of the Company declined from 40.65 Million Units 
(MUs) in 2011 - 12 to 33. 16 MUs in 2015- 16. This was mainly due to 
unavailability of water to the SHPs and low volume of water released by the 
WRD. Further, power generation of five SHPs were also affected due to lack 
of distribution network for supply of power. 

The following were the main audit findings: 

Financial Management of the Company 

During the period 20 11 - 16, the power generation cost ranged between 
~ 8. 13 per unit and ~ 12.36 per unit. However, the Company sold power to 
DISCOMS at the Bihar Electricity Regulatory Commission (BERC) approved 
rate of~ 2.49 per unit during the said period. The sale price of the Company 
was even less than the average Power Purchase Cost of DISCOMs which was 
~ 4. 12 per uni t fo r the period 2015-16. 

As a result, the Company incurred a revenue loss ranging from~ 5.64 per unit 
to~ 9.87 per unit during 2011-16. The Company sold 213. 14 MUs during the 
period 2011 -16 resulting in losses of~ 147.66 crore. The BERC approved 
tariff rates remained constant during 2011-16 as the tariff petition was not 
submitted by the Company since 20 I 0- 11 due to its failure to finalise the 
Annual Accounts since 2001 -02. However, the power generation cost of the 
Company increased during 2011 -16 as its major element, the interest cost on 
borrowings increased from 47.52 per cent in 2011 -12 to 6 1.39 per cent in 
2015- 16 and also due to decrease in power generation. 

Further, even if the Company succeeds in obtaining approval for its Tariff 
from BERC in future and that too at par with the prevailing average Power 
Purchase Cost of DISCOMs, the under recovery of Generation Cost would 
still exist. As such, the Company would never be in a position to attain the 
break-even point to become commercially viable. 

The total investment of the State Government in the Company was 
~ 570.47 crore, out of which ~ 99.04 crore (17.36 per cent) was Equity and 
~ 471.43 crore (82.64 per cent) was Borrowi ngs. T his meant that the Company 
was heavily dependent on borrowed funds. During the period, the Company 
incurred losses over the years which resulted in accumulated losses of 
~ 231.50 crore in 2015- 16. Consequently, the share capital of the Company 
was full y eroded. The Net Worth of the Company remained negati ve in all the 
fi ve years since 2011-12 which ranged between (-) ~ 23.73 crore and (-) 
~ 132.46 crore. 

Operational efficiency of the Company 

Plant Load Factor 

(Paragraphs 2.1.6 and 2.1.7) 

As against the norm of BERC of 4 17 MUs of power to be generated by SHPs, 
the actual power generated during 2011-16 was 2 13.14 MUs. The shortfall in 
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generation by 203.86 MUs (48.89 per cent) resulted in a revenue loss of 
~ 50.76 crore. 
The actual power generation of the Plant when compared with the installed 
capacity (Plant Load Factor) ranged between 11.79 per cent and l 9.56 per 
cent during 2011-12 to 2015-16. However, the norm for PLF fixed by BERC 
was 30 per cent. The main reason for failure to achieve the PLF as per norm of 
BERC was Low Plant Availability due to longer duration of plant shutdowns. 

In five sampled SHPs, it was observed that the longer duration of plant 
shutdowns was mainly due to (i) unavailability/low volume of water to the 
SHPs which ranged between 39 to 66 per cent of available hour during the 
period 2011-12 to 20 15-16, (ii ) breakdown of SHPs which ranged between 
one to 23 per cent of the avai lable hours, caused due to poor repair and 
maintenance of machines, and (iii) lack of distribution network for upply of 
power which ranged between six to 18 per cent of the avai !able hours during 
the period 2011- l 6. 

Plant A vaiJability 

The Plant Availability (PA) of the Company ranged between 35.42 per cent 
(2011-12) to 12.65 per cent (20 l 5-16). However, the norm for PA as per 
the Detailed Project Report of the Company was 67 per cent. The main reason 
for lower PA was mainly due to longer duration of plant shutdowns caused 
by unavailability/low volume of water, poor repair and maintenance 
of machines etc. 

(Paragraph 2.1.10) 

Execution of Capital Works 

As against the Administrative Approval (AA) of~ 49.92 crore, eight projects/ 
SHPs were completed by incurring an expenditure of ~ I 02.79 crore. 
The excess expenditure of ~ 52.87 crore incurred on these projects was 
sourced by way of diversion of funds from other projects which was irregular. 

Further, ongoing work for construction of 16 SHPs and one E cape Channel 
was suspended since December 2012/July 2013 due to delays in execution and 
financial constraints faced by the Company. As such , significant amount of 
~ 543.87 crore was blocked in Capital Work-in-Progress. 

The suspension of the aforesaid 17 incomplete projects since December 2012/ 
July 2013 not only led to blocking of funds but also the civi l structures of the 
projects were exposed to nature leading to deterioration in their physical 
condition and their reusability may entail extra expenditure at the time of 
restarting the work. Besides, the plant and machinery installed in these 
incomplete projects and the electro-mechanical materials lying at the 
site/godowns were al o prone to obsolescence/damage and theft. This would 
have adverse effect on economic utility of the same. 

During joint physical verification, audit observed that the electro-mechanical 
materials costing ~ 4.50 crore supplied at Mathauli and Bathnaha SHPs sites 
upto December 2014 were lying unutilised at the sites for the last two to four 
years and the expenditure incurred thereon was blocked and unfruitful. 

(Paragraphs 2.1.15, 2.1.17, 2.1.18, 2.1.20 and 2.1.21) 
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Bihar State Electronics Development Corporation Limited (Company) was 
incorporated on 21 February 1978 with objectives to promote and develop 
Electronic Industry in the State of Bihar. The Company is under the 
Administrative Control of Department of Information and Technology (DIT), 
Government of Bihar (GoB). The Company, during the period 2011-12 to 
2015-16, concentrated its activities mainly on the execution and maintenance 
of Information Technology (IT) related projects in Bihar on behalf of various 
Departments of Government of Bihar and State Public Sector Undertakings 
(PSUs). During the Performance Audit period, the Company had undertaken 
35 IT related projects [including five projects of National e-Governance Plan 
(NeGP)] and services out of which 28 projects were completed. 

Audit findings on the performance of the Company are as under: 

Financial Management 

The Company fai led to incorporate Central Vigilance Commission (CVC) 
Guidelines relating to Mobilisation Advance in the agreements for 
execution of IT Projects which resulted in irregular advances aggregating to 
~ 16.64 crore to the vendors in respect of three projects. 

The Company, in undertaking the project Information and Communication 
Technology at Schools (ICT at Schools) failed to surrender surplus project 
funds amounting to ~ 32.89 crore to the Human Resource Department, 
Government of Bihar, despite the fact that the project commenced in 
July 2007 and was completed in July 2015. 

The Company parked funds in saving bank account without availing 
auto sweep facility, resultantly suffering a loss of interest income amounting 
to ~ 5.01 crore. 

(Paragraphs 2.2.12, 2.2.8 and 2.2.10) 

Project Planning 

The Project Planning of the Company was deficient as it did not frame any 
timelines for the pre-tendering activities, as a result of which it took 30 months 
in preparing Detailed Project Reports of three projects (SDC, SSDG and 
BSW AN) and 22 months in finalizing the tender (SDC Project). Thus, the 
assigned projects were delayed considerably since a lot of time was spent prior 
to the execution of these projects on pre-tendering activities. Further, DIT in 
response to the questionnaire issued by audit stated that they were not fully 
satisfied with the execution of project by the Company. 

The Company failed to finalise the tender within the validity period of the bids 
and procured IT materials worth ~ 2.43 crore in piecemeal which could not be 
installed so far (November 2016) and were lying idle. Further, in response to 
the questionnaire issued to the DIT to assess whether the objective of the 
project as envisaged was achieved, it was replied by the DIT that the same was 
not achieved as the project could not be completed by the Company. 

(Paragraphs 2.2.14 and 2.2.15) 
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Execution of IT Projects and other activities 

Execution works relating to three projects involving a total value of 
~ 26.78 crore was awarded to vendors without inviting tender in violation of 
the Bihar Financial Rules. Similarly, the Company in violation of the CVC 
Guidelines awarded the work of providing consultancy services in seven 
projects worth ~ 9.08 crore on a nomination basis without assigning any 
justification/reason on record. 

The execution of BSW AN, e-PDS, SDC, ICT at schools and CAL projects 
were found to be deficient which resulted in loss/avoidable excess expenditure 
aggregating to ~ 6.35 crore and the IT equipments were lying idle. 

Due to delay in implementation of e-payment facility in e-Tendering Project, 
Tender Processing Fee (TPF) of the Company aggregating to ~ 11.91 crore 
could not be realised till date (November 2016). 

(Paragraphs 2.2.17, 2.2.18, 2.2.19, 2.2.20, 2.2.21, 2.2.22, 2.2.24 and 2.2.26) 

Monitoring and Internal Control 

Out of 244 schools established by the vendor in 16 schools, the Computer 
Center under Computer Assisted Learning (CAL) programme could not get 
operational due to theft of all hardware. Further, BEP (user Department) in 
response to the questionnaire issued by audit also stated that their objective 
was not fully achieved. It was also stated by the BEP that the cases of theft of 
equipment were not properly managed and that these locations were not made 
re-operational by the Company. 

The assets worth~ 15.09 crore so created were not handed over to the District 
e-govemance society till November 2016. Thus, due to ineffective monitoring, 
flow of the benefits from the expenditure so incurred was not ensured by the 
Company. Further, DIT in response to the questionnaire issued by audit stated 
that the project was not managed efficiently by the Company as Final 
Acceptance Test of Gaya District was not completed and the project was not 
operationalised. 

Monitoring and Internal Control mechanism of the Company was deficient 
and there was an over dependency on the Consultants for execution of IT 
Projects. Failure of the Company to adhere to the agreements resulted in 
avoidable excess expenditure of~ 1.16 crore on account of payment made to 
the Consultant. 

(Paragraphs 2.2.34, 2.2.36 and 2.2.31) 

The Bihar State Power Holding Company Limited (BSPHCL) was created 
with a view to improve operational and commercial efficiency of the 
distribution system and to improve the quality of service to its consumers. The 
Company sought to bring in management expertise through public-private 
participation in the distribution of electricity. Further, as provided under 
Section 14 of the Electricity Act 2003, it implemented Input Based 
Distribution Franchisee System (IBDFS) in urban areas of the State. 
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The objectives of appointing Distribution Franchisee (OF) were to minimise 
Aggregate Technical and Commercial (AT &C) losses, bring improvement in 
metering, billing and revenue collection, minimise arrears of revenue and to 
enhance customer satisfaction by improving the quality of service. 

Audit fi ndings on the performance of the Distribution Franchisees are 
as under: 

Operational Efficiency 

There were reductions in Aggregate Technical & Commercial (AT &C) losses 
since it reduced from 58 per cent to 52.04 per cent, 68.55 per cent to 
66.95 per cent and 69.24 per cent to 62.90 per cent from base year 20 11 -12 to 
2015- 16 in DF Muzaffarpur, Bhagalpur and Ga ya, respectively. However, 
OF failed to restrict the AT &C loss within the level of target fixed by 
Distribution Licensee. 

(Paragraph 2.3.4) 
Financial Management 

The Distribution Licensee (DL) failed to fi nali se Average Billing Rate (ABR) 
which resulted in unilateral adjustment of ~ 308 .92 crore by DFs. The ABR 
was reduced mainly due to excess billing of 30.67 MUs to consumers and 
meter rent which was not considered to be the part of ABR. This resulted in 
under recovery of Energy bills of~ 20.30 crore from DFs. 

Lack of monitoring by Distribution Licensee resulted in delayed submission of 
information on collection of Electricity Duty and Security Deposit by DFs to 
DL. This led to failure of the DFs to remit the collected amount of 
~ 10.31 crore to DL which resulted in loss of interest of~ 2.03 crore to DL. 
DF Ga ya and Bhagalpur collected arrears of ~ 26.86 crore from the consumers 
of South Bihar Power Distribution Company Limited but fai led to remit the 
same to DL which resulted in loss of interest of~ 7.36 crore to the Company. 

(Paragraphs 2.3.8, 2.3.9, 2.3.10, 2.3.12 and 2.3.13) 

Consumer Satisfaction 

Dissatisfaction amongst consumers at Gaya, Bhagalpur and Muzaffarpur due 
to wrong/excess billing and failure to establish a consumer redressal forum 
resulted in increase in consumers complaints ranging from 19.34 per cent to 
28.67 per cent, 7.68 per cent to 33.40 per cent and 11.70 per cent to 60.62 per 
cent for the year ending March 2016 at OF Gaya, Bhagalpur and Muzaffarpur 
respectively. During beneficiary survey of 300 consumers of OF Gaya, 280 
consumers were not sati sfied with the quality of service rendered by the DF. 

(Paragraph 2.3.15) 

Bihar State Financial Corporation (Corporation) was established in November 
1954 under the State Financial Corporations Act (Act), 195 l with the main 
objective of extending financial assistance to small and medium level 
industrial units in the State. The organization was created to promote 
economic growth, balanced regional development and widening of 
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entrepreneur base. However, the Corporation stopped its lending activity since 
2002-03 and thereafter its activities were mainly confined to the recovery of 
old outstanding loans. Audi t finding on the Corporation are as under: 

Recovery Performance 

The total amount of outstanding recoverable by the Corporation as on 
31 March 2012 was ~ 3542.05 crore (Principal ~ 135.53 crore, Interest 
~ 3389.52 crore and Others ~ 17.00 crore) which increased to~ 5859.12 crore 
(Principal~ 103.35 crore, interest~ 5738.60 crore and others~ 17.17 crore) as 
on 31 March 2016. The significant increase in the outstanding/recoverable 
amount was attributable mainly to the yearly interest accumulation on the 
outstanding principal loan with insignificant recovery thereagainst. 

The Corporation did not earn any profit during the last five years ended 
31 March 2016. The percentage of the operational income to total income of 
the Corporation decreased from 42.88 per cent in 2011-12 to 30.74 per cent in 
2015-16 which was insufficient to meet its routine and other expenses. 

Almost all the assets (98.l 0 per cent) of the Corporation as on 31 March 2016 
were Non Performing Assets (NPAs) and so possibility of realization seemed 
remote. 

The One Time Settlement Scheme, 2014 and Incentive-cum-Loan 
Re-structuring Scheme launched by the Corporation were not effective since a 
sum of~ 5.07 crore (Principal: ~ 2.47 crore, Interest and Others: ~ 2.60 crore) 
only was recovered during the period of five years ended 31 March 2016, 
which was insignificant in comparison to the amount of outstanding dues. 

In response to questionnaire issued to the management, the management cited 
shortage of manpower, cases of loan being old, inordinate delays in legal 
proceeding and not availability of buyers to purchase the property of 
defaulting loanee as the main constraints in realization of outstanding dues. 

(Paragraphs 2.4.5, 2.4.2, 2.4.4, and 2.4.6) 

Inadequate Manpower 

As on 3 1 March 2016, the Corporation had inadequate manpower. There were 
only seven officers in position. Out of these seven officers, four were posted in 
Head office and three in branch office. Due to shortage of manpower, the 
Corporation did not prefer to file certificate cases in respect to some of the 
defaulting loanees. 

(Paragraphs 2.4. 7 and 2.4.8) 

i ' . . '" .,, ~ . . 
~---~---· ----------~---·----·---

Compliance audit observations included in the Report highlight deficiencies 
in the management of Public Sector Undertakings involving serious financial 
implications. The irregularities pointed out are broadly of the following 
nature: 

• Loss/failure to recover a sum of ~ 10.98 crore in seven cases due to 
failure to comply with rules, directives, procedures and terms and conditions 
of contracts. 

(Paragraphs 3.1, 3.2, 3.3, 3.4, 3.5, 3.7, and 3.12) 
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• Lo s of ~ 35.87 lakh in one ca e due to deficient Internal Control System. 

(Paragraph 3.9) 

• Loss/blocking of funds of ~ 6.42 crore in four cases due to fail ure to 
safeguard the financial interests of the organisation. 

(Paragraphs 3.6, 3.8, 3.10 and 3.11) 

Gist of some of the impor tant compliance audit paragraphs a re given 
below: 

Failure to adhere to the tariff provi ion and defic ient Internal Control System 
prevalent in the South Bihar Power Distribution Company Limited resulted 
in loss of revenue of~ 3.20 crore due to unauthorised use of e lectricity by the 
con umers. 

(Paragraphs 3.1 and 3.2) 

Incorrect categorisation of Consumers and billing thereof at a lower rate by 
North Bihar Power Distribution Company L imited resulted in revenue lo s 
of~ 5.55 crore. 

(Paragraphs 3.3, 3.4 and 3.5) 

Failure of the Bihar State Text Book Publishing Corporation Limited to 
safeguard its financial interests resulted in blocking up of working capital of 
the Company to the tune of ~ 4.19 crore. 

(Paragraph 3.11) 

Bihar State Road Development Corpora tion Limited in violation of the 
provis ions of the agreement fai led to deduct Liquidated Damages of ~ 1.66 
crore from the bill of the Contractor. This re ulted in exten ion of undue 
benefit to the Contractor by the Company. 

(Paragraph 3.12) 
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CHAPTER-I 

1. Functioning of State Public Sector Undertakings 

Introduction 

1.1 The S tate Public Sector Undertak ings (PSUs) consist of State 
Government companies and Statutory Corporations. T he State PSUs are 
established to carry out acti vities of commercial nature keep ing in view the 
welfare of the people. As on 3 1 March 20 16, in Bihar there were 741 PS Us 
(A nnexurel.J) . None of these PSUs was listed in stock exchange. One 
Company Bihar Forestry Development Corporation Limi ted, Patna was 
incorporated on 11 October 20 13. Audit of the Company was entrusted to this 
o ffice in 20 15- 16. However, no PS U was closed down. The details of the State 
PS Us in Bihar as on 3 1 March 20 16 are given in Table No. 1. 1. 

Table No. 1.1: Total number of PSUs as on 31 March 2016 

Type of PSUs Working PSUs Not working PSUs L Total 
Government 31 40 71 
companies3 

Statutory 3 - 3 
Corporations 

Total 34 40 74 
Source: Information as per database of PS Us 

The working PSUs regi tered a turnover of~ 12879.76 crore as per their latest 
finalised accounts as of September 201 6. This turnover was equal to 
2 .64 per cent of State Gross Domestic Product (GDP) for 20 15- 16.The 
worki ng PS Us incurred net loss of ~ 599.66 crore as per the ir latest finalised 
accounts as of September, 20 16. The State PS Us including not working PS Us, 
had 173494 employees as o f 3 1 March 201 6. 

As on 3 1 March 20 16, there were 40 not working PS Us which ex isted for 
more than I 0 years and had an investment of ~ 729.02 crore. The investments 
in not working PS Us do not contribute to the economic growth of the State. 

A 

1.2 The audit of the fin anc ial statements of Government companies is 
governed by respecti ve provis ion of Section 139 and 143 of the Companies 
Act, 20 13 (Act). According to Section 2 (45) of the Act, "Government 
Company" means any Company in which not less than 5 1 per cent of the 
paid-up share capital is held by the Central Government, or by any 
State Government or Governments, or partl y by the Centra l govern ment and 
part ly by one or more state Governments and includes a Company which is a 
subs idiary of such a Governme nt Company. 

As per the details provided in Annexure-1.1 
Not working PSUs arc those which have ceased to carry on their operations. 
Government PS Us include other Companies referred to in Sections 139(5) and 139(7) of 
the Companies Act, 20 13 
As per the details provided by 44 PS Us. 



Audit Report 011 Public Sector U11dertaki11gs for the year ended 31 March 2016 

Further, as per sub-section 7 of Section 143 of the Act, the Comptroller and 
Auditor General of India (CAG) may, in case of any Company covered under 
sub-section (5) or sub-section (7) of Section 139, if he considers neces ary, by 
an order, cause test audi t to be conducted of the Accounts of such Company 
and the provisions of Section 19 A of the Comptroller and Auditor General' s 
(Duties, Powers and Conditions of Service) Act, 197 1 shall apply to the report 
of such test Audit. Thu , a Government Company or any other Company 
owned or controlled, directly or indirectl y, by the Central Government or by 
any State Government or Governments, or partly by the Central Government 
and partly by one or more state Governments is subject to audit by the CAG. 
An audit of the financial statements of a Company in respect o f the financial 
years that commenced on or before 3 1 March 20 14 shall continue to be 
governed by the provisions of the Companies Act, 1956. 

Statutory Audit 

1.3 The fin ancial statements of the Government companies (as defined in 
Section 2 (45) of the Companies Acr, 20 13) are audited by Statutory Auditors, 
who are appointed by CAG as per the provisions of Section 139 (5) or (7) of 
the Act which shall submit a copy of the Audit Report to the CAG, which 
among other things, include financial Statements of the Company under 
Secti on l 43 (5) of the Act. These fi nancial statements are subject to 
supplementary audit to be conducted by CAG under the provisions of Section 
143 (6) of the Act. 

Audit of Statutory Corporations is governed by the ir respective legislations. 
Out of three statutory Corporations, CAG is the sole auditor for Bihar State 
Road Transport Corporati on. In respect of Bihar State Warehousing 
Corporation and Bihar State Financial Corporation , the audit is conducted by 
Chartered Accountants and supplementary audit is conducted by CAG. 

Role of Government and Legislature 

1.4 The State Government exercises control over the affairs of these PSUs 
through its administrati ve departments. The Chief Executive and Directors to 
the Board are appointed by the Government. 

The State Legislature also monitors the accounting and utili sation of 
Government investment in the PSUs. For thi s, the Annual Reports together 
with the Statutory Auditors' Reports and comments of the CAG, in respect of 
State Government companies and Separate Audit Reports in case of Statutory 
Corporations are to be placed before the Legislature under Section 394 of the 
Act or as sti pulated in the respective Acts. The Audit Reports of CAG 
are submitted to the Government under Section l9A of the CAG's 
(Duties, Powers and Conditions o f Service) Act, l 971 . 

Stake of Government of Bihar 

1.5 The State Government has huge financial stake in these PS Us. This 
stake is of mai nl y three types: 

• Share Capital and Loans- In addition to the Share Capital contribution, 
State Government also provides financial assistance by way of loans to the 
PSUs from time to time. 

2 
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• Special Financial Support- State Government provide budgetary support 
by way of grants and ubsid ies to the PSUs as and when required. 

• Guarantees- State Government also guarantees the repayment of loans 
with intere t avai led by the PSUs from Financial Institution 

lnvesbnent In State PSUs 

1.6 As on 3 1 March 20 16, the investment (Capital and Long-Term Loans) in 
74 State PSUs was~ 46693.55 crore as per detai ls given in Table No. l .2. 

Table No. 1.2: Total investment in PSUs 
(~in crore) 

Type of PSUs Government companies Statutory Corporations Grand 
Capital Long Total Capital Long Total I Total 

Term Term 
Loans Loans 

Working 
PS Us 3 1027.97 13656.55 44684.52 185.51 1094.50 1280.01 45964.53 
Not working 
PS Us 180.79 548.23 729.02 - - - 729.02 

Total 31208.76 14204.78 45413.54 185.51 1094.50 1280.01 46693.55 
Source: Information furnished by the PS Us 

As on 31 March 20 16, o r the total investment in State PS Us, 98.44 per cent 
was in working PS Us and the remaining 1.56 per cent was in not working 
PSUs. This total investment consisted of 67.23 per cent towards capital 
and 32.77 per cent in long-term loans. This investment has grown by 
277.33 per cent from ~ 12374.75 crore in 20 11 -12 to~ 46693.55 crore in 
2015- 16 as shown in Chart No. l. l. 

Chart No. 1.1: Total investments (Capital and Long-term loans) in PSUs 
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1.7 The sector wise summary of investments in the State PSUs as on 
3 l March 2016 is given in Table No. 1.3. 

Table No. 1.3: Sector-wise investment in PSUs 
Name of the Government/Other Statutory Total Investment 

Sector Companies Corporations 
Working Not Working (~in crore) 

Workin2 
Power 9 - - 9 38587.70 
Manufacturing 3 12 - 15 432.37 
Finance 4 4 1 9 597.06 
Miscellaneous 3 10 - 13 86.22 
Service 3 I 2 6 6733.09 
Lnfrastructure 6 I - 7 106.06 
Agriculture & 3 12 - 15 151.05 
Allied 

31 40 3 74 46693.55 
Source: lnformationfumished by the PSUs 

The investment in five important sectors and percentage thereof at the end of 
31March2012 and 3 1March 2016 are indicated in Chart No. 1.2. 
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(Figures in brackets show the percentage of total investment) 

The Chart No. l.2 depicts that, the thrust of PSU investment was mainly in the 
Power Sector during the past five years. During the current year, it increased 
by 292.1 2 per cenL from ~ 9840.87 crore in 2011 - 12 to ~ 38587 .70 crore in 
2015-16. Main reason for significant increase in investment in power sector is 
unbundling of erstwhile Bihar State Electricity Board into five companies5 and 
re lease of budgetary support by the State Government. The investment in other 

5 
Bihar State Power (Holding) Company Limjted, Bihar Stale Power Generation Company 
Limited, Bihar Stale Power Transmission Company Limited, North Bihar Power 
Distribution Company Limited and South Bihar Power Distribution Company Limited. 
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sectors also increa ed by 2 19.90 per cent in 20 15-16 a compared to 2011-1 2 
due to heavy investment of ~ 5744.43 crore in Bihar State Food and Civil 
Supplies Corporation Limited . 

s ... 
1.8 The State Government provides financial support to PSUs in various 
forms through its annual budget. The summarized detail s of budgetary 
outgo towards equity, loans, grant/subsidies, loans written off and interest 
waived in respect of State PSUs for three years ended 2015- 16 are given in 
Table No. 1.4. 

Table No. 1.4: Details regarding budgetary support to PSUs 

(~in crore) 
2013-14 2014-15 2015-16 

SI. 
Particulars No. Amount No. Amount No.of Amount 

No. of of PS Us 
PS Us PS Us 

1. Equity Capital outgo 4 744.73 4 2443.0 1 3 7455.96 
from budget 

2. Loans given from 4 1079.54 4 203.33 7 426.67 
budget 

3. Grants/Subsidy from 6 2060.29 7 3821.20 8 5909.33 
budget 

4. Total outgo<> ( l +2+3) 11 3884.56 9 6467.54 14 13791.96 
5. Wai ver of loans and - - - - - -

interest 
6. Guarantees issued 5 2648.83 2 8 18.40 4 2982.9 1 
7. Guarantee 5 29 10.89 7 3732.97 7 9048.50 

Commitment 
Source: Informationfumished by the PSUs 

The details regarding budgetary outgo towards equity, loans and grants/ 
subsidies for past fi ve years are given in Chart No. 1.3. 

Chart No. 1.3: Budgetary outgo towards Equity, Loans and 
Grants/Subsidies 
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Total outgo represent the total budgetary support to actual number of companies in the 
form of equ ity, loans and grant/subsidy during the year. 
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The Chart No. 1.3 depicts that the budgetary support in the form of Equity, 
Loans and Grants /Subsidies to the PSUs showed an increasing trend and 
registered an increase by 284.49 per cent during 2011-12 to 2015-16 except in 
2013-14, where it decreased by 23.74 per cent, as compared to budgetary 
outgo of 2012-13. 

It may be seen from Table No. 1.4 that the amount of guarantee outstanding 
stood at~ 9048.50 crore in 2015-16, which registered a significant increase by 
I 42.39 per cent during the period 2014-15 to 2015-16. 

In order to enable PSUs to obtain financial assistance from banks and financial 
Institutions, State Government gives guarantees subject to the limits 
prescribed by the Constitution of India, for which a guarantee fee is charged. 
Guarantee fee of ~ 8.87 lakh pertaining to the years upto 1982-83 against 
Bihar State Financial Corporation and~ 1.75 crore as on March 2016 against 
Bihar State Food and Civil Supplies Corporation Limited were outstanding. 

1.9 The figures in respect of equity, Joans and guarantees outstanding as per 
records of State PSUs should agree with that of the figures appearing in the 
Finance Accounts of the State. In case the figures do not agree, the concerned 
PSUs and the Finance Department should carry out the reconciliation of 
differences. The position in this regard as on 31 March 2016 is stated in 
Table No.1.5. 

Table No. 1.S:Equity, loans, guarantees outstanding as per finance 
accounts vis-a-vis records of PSUs 

~m crore) 

Outstanding in Amount as per Amount as per Difference 
respect of Finance Accounts' records of PSUs 

Equity 9386.04 16342.36 6956.32 

Loans 4812.88 4787.58 25.30 

Guarantees 4468.07 8855.49 4387.42 

Source: Jnformationfumished by the PSUs and Finance Accounts, GoB, 2015-16 

Audit observed that the differences occurred in respect of 47 PSUs and 
differences were pending for reconciliation for more than five years. 

The Accountant General (Audit) had taken up (October 2011) the issue with 
the Chief Secretary and the Finance Secretary with the latest reminder in 
September 2015 to the Principal Secretary, Finance Department, Government 
of Bihar, to reconcile the differences after examination. However, this has not 
yet been done. The Government and the PSUs should take concrete steps to 
reconcile the differences in a time bound manner. 

1.10 The financial statements of the companies for each financial year are 
required to be finalised within six months from the end of the relevant 

7 The information is in respect of 47 PSUs (out of 74 PSUs) as appearing in Finance 
Accounts. 
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financial year i. e. by September end in accordance with the provisions of 
Section 96 (1) read with Section 129 (2) of the Companies Act, 2013 (Act) . 
Failure to do so may attract penal provisions under section 99 of the Act which 
provides that every officer of the Company who is in default shall be 
punishable with fine which may extend to one lakh rupees and in case of 
continuing default, wi th a further fine which may extend to five thousand 
rupees for every day during which such default continues. As such 
Management of Government companies, whose Accounts are in arrear, are 
liable to pay for any default. Similarly, in case of Statutory Corporations, their 
Accounts are fina lised, audited and presented to the legislature as per the 
provisions of thei r respective Acts. 

The Table No. 1.6 provides the detail s of progress made by working PSUs in 
finalisation of accounts as of 30 September 2016. 

Table No. 1.6: Position relating to finalisation of accounts of working 
PS Us 

SI. Particulars 2011-12 2012-13 2013-14 2014-15 2015-16 
No. 

l. Number of Working PSUs 26 3 18 33 33 34, 

2. Number of Accounts 23 26 31 26 40 
finali sed during the year 

3. Number of Accounts in 191 196 199 10 206 202 
arrears 

4. Number of Working PSUs 25 29 29 30 3 1 
with arrears in Accounts 

5. Extent of arrears (years) I to 22 I to 22 I to 23 l to 24 I to 25 

Source: Information furnished by the PS Us 

As shown in Table No. 1.6 the number of accounts in arrear has increased 
from 191 (2011 - 12) to 202 (2015-16). Out of 34 working PSUs, only three 11 

PSUs finalised their accounts for the year 2015- 16 and remain ing 31 PSUs had 
arrears of 202 accounts as of 30 September 20 16. The Accounts of 3 1 PS Us 
were in arrears for periods ranging from one year to 25 years. 

The Administrative Departments have the responsibi lity to oversee the 
activities of these entities and to ensure that the Accounts are finalised and 
adopted by these PSUs within the prescribed period. The Accountant General 
brought (October 20 16) the position of arrears of Accounts to the notice 
of the Chief Secretary and the Principal Secretary/Secretary of the concerned 
Administrative Department. However, no significant remedial measures 
were taken. 

8 ll includes fi ve new Power Sector companies which commenced their business from 
November 201 2. 

9 Includes o ne new Company viz. Bihar Forestry Development Corporation Limited 
incorporated on 11 October 201 3 having two Accounts in arrear. 

10 The arrear in accounts at the end of 20 12- 13(30 September) was taken as 196 instead of 
197, due to exclusion of one accounts of e rstwhile Bihar State Electric ity Board which was 
not included in the number of worki ng PSUs in 201 2- 13 consequent upon unbundling into 
five Companies. 

11 Bihar Grid Company Limited, Bihar State Educational Infrastruc ture Development 
Corporation Limited and Bihar State Financial Corporation. 
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1.11 The State Government had invested ~ 16239.49 crore in 17 working 
PSUs {Equity:~ 7478.86 crore (5 PSUs), Loans:~ 2255.78 crore (10 PSUs), 
Grants: ~ 1435.14 crore (9 PSUs) and others ( ub idy): ~ 5069.71 crore 
(7 PS Us)} during the year for which Accounts have not been finalised as 
detailed in Annexure-1.2. In the absence of finalisation of accounts and their 
subsequent audit, it could not be ascertained whether the investments and 
expenditure incurred have been properly accounted for and the purpose for 
which the amount was invested was achieved or not. Thus, Government's 
investment in such PSUs remained outside the control of State Legislature. 

1.12 In addition to above, as on 30 September 20 16, there were arrears in 
finalisation of Accounts by PSUs which are not working. Out of 40 PSUs 
which are not working, five PSUs were in the process of liquidation whose 
101 Accounts were in arrears for five to 26 years. Of the remaining 35 PS Us 
which are not working all PSUs had arrears of Accounts for eight to 39 years 
as on September 2016. The po ition relating to arrears in Accounts in respect 
of not working PSU i given in Table No. 1.7. 

Table No. 1.7: Position relating to finalisation of Accounts in respect of 
PSUs not working 

Year No. of PSUs No.of Period for which No. of years for 
not working Accounts in Accounts were in which Accounts 

arrears arrears were in arrears 
2013-14 36 944 1977-78 to 20 13- 14 17 to 37 

2014-15 35 935 1977-78 to 20 14- 15 10 to 38 

2015-16 35 952 1977-78 to 20 15-16 8 to 39 

Table No. 1.7 depicts that the number of Accounts in arrear ha increased 
from 944 in 2013-14 to 952 in 2015-16. The average number of Accounts in 
arrears in respect of PSUs which are not working ranged between 26 and 27 
during 2013-14 to 2015- 16, reflecti ng an increa ing trend in arrears of 
accounts of not working PS Us. 

1.13 As pointed out in paragraphs l.10 to 1.12, the dealy in fina lization of 
Accounts increases the risk of fraud and leakage of public money apart from 
violating the provisions of the relevant statutes. In view of the above 
mentioned state of arrears of accounts, the actual contribution of PS Us to State 
GDP for the year 2015-16 could not be ascertained and al o their contribution 
to the State exchequer could al o not be reported to the State Legislature. 

It is, therefore, recommended that: 

• The Government may set up a celJ to oversee the clearance of arrears 
of accounts in a time bound manner and ensure that arrears in accounts 
are liquidated for the companies; and 
• The Government may consider outsourcing the work relating to 
preparation of Accounts, wherever the staff is inadequate or where it 
lacks expertise. 

8 
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1.14 On completion of fi nancial audit of the Corporation, Separate 
Audit Report (SAR) is issued to the Managing Director of the Corporation 
and State Government. As per the respective legislation of each Corporation, 
the Managing Director is responsible for fo rwarding the SAR to the 
State Government for placement in the legislature. The state Government 
causes the SAR to be placed in the State Legislature. 

The position depicted below show the status of placement of Separate Audit 
Reports (SARs) issued by the CAG (up to 30 September 2016) on the 
accounts of Statutory Corporations in the Legislature. 

Table No. 1.8: Status of placement of SARs in Legislature 

SI.No. Name of Statutory Year up to Year for which SARs not placed in 
Corporation which SARs Lel!islature 

placed in Year of SAR Date of issue to the 
Legislature Government 

l. Bihar State 2007-08 2008-09 28 February 201 L 

Warehousing 2009-10 8 January 2014 

Corporation 2010-11 20 February 2015 

2. Bihar State Financial 20 14-15 - -

Corporation 

3. Bihar State Road l 973-74 1974-75 to 

Transport Corporation 2005-06 (32) 

Details as under 

1991-92 9 June 1997 

1992-93 2 September 1998 

1993-94 2 September 1998 

1994-95 4 December L 998 

1995-96 18 April 2000 

1996-97 19 March 2004 

1997-98 19 October 2004 

1998-99 12 April 2005 

1999-2000 07 October 2005 

2000-01 24 September 2007 

2001-02 26 October 2007 

2002-03 25 January 2010 

2003-04 20 May 2014 

2004-05 10 February 2015 

2005-06 29 September 2015 

It can be observed from Table No. 1.8 that the Corporations did not present 
SARs of three to 32 years in the State Legislature. The matter of delay in 
placement of SARs before the State Legislature was brought to the notice of 
Chief Minister, Bihar by the CAG in December 2010. The Accountant 
General also brought the issue to the attention of the Principal Secretary, 
Finance Department, Government of Bihar (May 2011) with the latest 
reminder in August 2016. However, there was no improvement in respect to 
the placement of SARs of Bihar State Road Transport Corporation. 
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Not placing SARs in State Legislature weakens the legislative control over 
Statutory Corporations and dilutes the latter's financial accountability. The 
Government should ensure prompt placement of SARs in the State 
Legislature. 

1.15 The financial position and working results of working Government 
Companies and Statutory Corporation are detai led in Annexure-1.1. A ratio of 
PSU turnover to State GDP shows the extent of PS Us contribution to the State 
economy. Table below provides the details of working PSUs turnover and 
State GDP for a period of five years ending 2015-16. 

Table No. 1.9: Details of working PSUs turnover vis-a-vis State GDP 

(~in crore) 

Particulars 2011-12 2012-13 2013-14 2014-15 2015-16 
Turnover1

:i 7811.28 2813.70 7924.89 11 619.64 12879.76 
Slate GDP 343269 293616 343663 402283 4873 16 
Percentage of Turnover to 2.28 0.96 2.31 2.89 2.64 
State GDP 

Source: Informatio11 furnished by the PS Us and Finance Accounts 

Table No. 1.9 depicts that the turnover of the working PSUs stood at 
~ 78 11.28 crore in 2011- 12 and~ 12879.76 crore in 2015-16 respectively, 
which registered an increase by 64.89 per cent during the above period against 
which .State GDP registered an increase by 41.96 per cent during the same 
period. However, percentage of turnover to State GDP increased from 2.28 
per cent in 2011- 12 to 2.64 per cent in 2015-16. 

1.16 Overall net profit/losses earned/incurred by State working PSUs during 
2011-12 to 2015-16 are given in Chart No. 1.4. 

12 Turnover as per the latest fi nalised accounts as of 30 September. 
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Chart No. 1.4: Overall profit/losses incurred during the year by working 
PS Us 
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The Chart No. 1.4 depicts that the overall net loss of < 2594.46 crore in 
2011- 12 turned into moderate profits of < I . l 9 crore and < 36.96 crore during 
the years 2012- 13 and 2013- 14 respectively due to the impact of unbundling 
of erstwhile Bihar State E lectric ity Board into five Companies. However, 
again there was a loss of< 36.58 crore in the year 20 14 -15 which increased to 
< 599.66 crore in 20 15-16. During the year 2015- 16, out of 34 working PSUs, 
15 PSUs earned profit of < 544.97 crore and 14 PS Us incurred loss of 
< 11 44.63 crore. Out of the remaining five PSUs, three 13 PSUs had nil 
profit/loss and two PS Us 14 had not fina li sed their first Accounts (September, 
20 16). The major contributors of Profit were Bihar State Beverages 
Corporation Limited(< 132.87 crore), Bihar Rajya Pul Nirman Nigam Limited 
(< 110.17 crore), Bihar State Power Transmission Company Limited 
(< 78.07 crore), Bihar State Educati onal Infrastructure Development 
Corporation Limited (< 70.5 1 crore) and Bihar State Road Development 
Corporation Limited (< 58.57 crore). The PSUs which incurred heavy losses 
were South Bihar Power Distribution Company Limited (< 747.55 crore), 
North Bihar Power Distribution Company Limited (< 296.79 crore) and 
Bihar State Road Transport Corporation (< 59.23 crore) as per their latest 
finalised Accounts. 

13 

14 

Bihar State Power (Holding) Company Limited. Bihar State Power Generation Company 
Limited and Bihar Grid Company Limited. 

Pirpainti Bij li Company Private Limited and Lakhisarai Bij li Company Pri vate Limited. 

11 
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1.17 Some other key parameters of working PS Us are given in 

Table No. I. I 0. 

Table No. 1.10: Key Parameters of State PSUs 
(~in crore) 

Particulars 201 l-12 2012-13 2013-14 2014-lS 2015-16 
Return on Capi ta l - 18.4 1 1.91 0.44 -

employed (Per cent) 

Debt 111 93. 13 4030.88 9349.36 11693.27 1475 1.06 

Debt/Turnover Ra tio 1.43 1.43 1. 18 1.0 I 1. 15 

Inte rest Payment 1558. 11 78.86 248.56 168.30 333.73 

Accumulated Profit (-)9648.57 (-) 11 29.86 (-) 1875.61 (-)3 137.76 (-)3953. 15 
(Loss) 

Source: Inf or111atio11 furnished by the PS Us 

It can be observed that the return on capital e mployed decreased from 
18.4 1 per cent (20 12-1 3) to negative return of l.02 per cent (20 15- 16). 
Accumulated lo drasti cally decreased in 201 2- 13 due lo unbundli ng of 
erstwhile Bihar State Electricity Board into fi ve companies. The same was 
again increased from~ 11 29.86 crore (201 2- 13) to ~ 3953. 15 crore (20 15- 16). 

1.18 The State Governme nt had not formul ated any Divide nd Poli cy for 
PSUs to pay a minimum di vidend so as to ensure return on its investments. As 
per their latest finalised Accounts, 15 PSUs earned an aggregate profi t of 
~ 544.97 crore. However, out o f 15 PSUs, only fi ve companie viz Bihar State 
Beverages Corporation Li mited, Bihar State Road Development Corporation 
Limited, Bihar Urban Infrastructure Development Corporation Limited, Bihar 
State Building Construction Corporation Limited and Bihar Rajya Pu l Nirman 
Nigam Limited proposed a di vidend of~ 5 crore, ~ 5 crore,~ 3 crore, ~ 2 crore 
and~ 52.50 lakh re pective ly. 

Winding u of PSUs which are not workin 

1.19 There were 40 not working PSUs (all companie ) as on 3 1 March 20 16. 
Of these, fi ve PS U have commenced liquidation process. Since the not 
working PSUs are not contributing to the State economy and meeting the 
intended objectives, therefore, these PSUs may be considered either for 
closure or reviva l. 

1.20 The stages o f closure in respect of PS Us not working are given in Table 
No. 1.11. 

Table No. 1.11: Closure of PSUs not working 

SI. No. Particulars Companies Statutory Total 
Corporation 

s 

I. Total No. of not working PS Us 40 - 40 

2. Of ( I ) above, the number under 

12 
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(a) Liquidation by Court (Liquidator 51 5 - 5 
appointed) 

(b) Closure, i.e. clo ing orders/instructions 5 16 - 5 
is ued but liquidation process not yet 
tarted 

During the year 201 5- 16, no PSU was finall y wound up. The companies which 
have taken the route of w inding up by Court o rder are under liquidation since 
long. The process of vo luntary w ind ing up under the Companies Act is much 
faster and needs to be adopted/ pursued vigorously. 

Accounts Comments 

1.21 Seventeen 17 work ing compan ies forwarded their 39 audited Accounts to 
the Accountant General during the year 20 15-16 18

. Of these, sixteen accounts 
of eleven companies were selected for supplementary audi t. The Audit 
Reports of Statutory Audito rs appointed by CAG and the supplementary audit 
of CAG indicated that the qual ity of mai ntenance of Accounts needs to be 
improved substanti all y. The detai ls of aggregate mo ney value of comments of 
Statutory Auditors and CAG are given in Table No. 1.1 2. 

SI. 

Table No. 1.12: Impact of audit comments on working Companies 

~in crore) 

Par ticulars 2013-14 2014-15 2015-16 
No. 

No. of Amount No.of Amount No. of Amount 
Accounts Accounts Accounts 

I. Decrease 111 2 5 1.20 2 692.89 7 35.23 
Profit 

2. Increase in 7 49.20 4 12 1. 18 3 233.50 
Loss 

3. Mate ria l fac ts 9 49 14.22 2 40 1.37 I 0.70 
not disclosed 

4. Error of 4 357.95 7 1088.69 4 11653.82 
C lassification 
Total 22 5372.57 15 2304.13 15 11923.25 

The aggregate money value of comments of sta tutory audito rs and CAG 
increased from ~ 5372.57 crore in 20 13- 14 to~ I 1923 .25 crore in 2015- 16. 
Further, the average money value of comments per Account of ~ 244.21 crore 
in 20 13-14 increased to~ 794.88 crore in 2015- 16. This indicated the need to 
improve the quality of Accounts. 

15 

16 

17 

18 

Kumardhubi Meta l Casti ng and Engineering Limited, Bihar State Leather Industries 
Development Corporat ion Li mited, Bi har State Finished Leathers Corporation Limited, 
Bi har State Small Industries Corporation Limited and Bihar State Export Corporation 
Limi ted. 

Bihar State Pharmaceut icals and Chemical s Deve lopment Corporation Limited, Bihar 
State Textiles Corporation Limited, Bihar State Water Development Corporation Limited, 
Bihar State Dairy Corporation Limited and Bihar Hill Area Lift Irrigation Corporation 
Limited. 

SI. No. A 4, A 7 , A 8, A 9, A 10, A 12, A 13, A 14 , A 18, A 19, A 20, A 2 1, A 22, A 23, 
A 26 A 30 and A 3 lo f Annexure-1.1 . 

During the period from October 2015 to 30 September 2016. 

13 
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During the year, the Statutory Auditors had given qualified cert ificates for 57 
Accounts 19 finali sed by 19 companies20

. The compliance to the Accounting 
Standards by the companies remained poor as there were 26 instances where 
compliance with the Accounting Standards in the eight account of e ight21 

Companies was not done during the year. 

1.22 Similarl y one Statutory Corporation forwarded its Accounts to the 
Accountant General during the year 2015- 1622

. However, Audit comment on 
the Accounts of Bihar State Financial Corporation, audited during previous 
year, was issued during the current year. The details of aggregate monetary 
implications of comments of Statutory aud itors and CAG are given in Table 
No. 1.1 3. 

Table No: 1.13: Impact of audit comments on Statutory Corporations 
(~in crore) 

SI. Particular 2013-14 2014-15 2015- 16 
No. 

No. of Amount No. of Amount No. of Amount 
Accounts Accounts Accounts 

I. Decrease in I 3.75 I 8.47 - -

profit 
2. Increase in I 0.64 - - I 1.0 I 

loss 
3. Material facts I 4.05 - - - -

not disclosed 

Response of the Government to Audit 

Performance Audits and Paragraphs 

1.23 For the Report of the Comptroller and Auditor General of India for the 
year ended 3 1 March 2016, two Performance Audits, two Audits viz. Audit of 
functioning of Distribution Franchi see in Power Di tribution Companies of 
Bihar and Audit on Recovery Perfom1ance of Bihar State Financial 
Corporation and 12 audit paragraphs has been issued to the Princ ipal 
Secretaries/ Secretaries of the respective Departme nts with request to furnish 
replies within six weeks. However, replies in respect of two Performance 
Audi ts, Aud it of functioning of Distribution franchisee in Power Di tribution 
Companies of Bihar and seven compliance audit paragraphs were awaited 
from the State Government (November 2016). 

Follow up action on Audit Reports 

Replies outstanding 

1.24 The Report of the Comptroller and Auditor General (CAG) of India 
represents the culmination of the process of audit scrutiny. It is, therefore, 

19 Working government companies (39) and Not working government companies ( 18). 
20 Working government companies ( 17) and Not working government companies (2). 
21 SI. No. in A1111exure-J.J are A 4, A 12, A 14. A 18. A 19, A 21. A 22 and A 3 1. 
22 During the period from October 2015 to September 20 16. 
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necessary that they e li cit appropriate and timely response from the executive. 
The Finance Department, Government of Bihar issued (April 2015) 
instructions to all Administrative Departments to submi t replies/explanatory 
notes to paragraphs/reviews included in the Audit Reports of the CAG of India 
within a period of three months of thei r presentation to the Legislature, in the 
prescribed format, without waiting for any questionnaires from the CoPU. The 
position of explanatory notes not received is given in Table No. l.14. 

Table No.1.14: Explanatory notes not received (as on 30 September, 2016) 

Year of the Audjt Date of Total Performance Number of 
Report placement of Audjts (PAs) and PAs/Paragraphs for 

(Commercial/PSU) Audit Report Paragraphs in the Audit which Replies/ 
in the State Report explanatory notes were 
Legislature not received 

PAs Para2raphs PAs Parae.raphs 
2010-11 06.08.20 12 02 09 01 06 
2011-12 01.08.2013 02 12 01 06 
2012-13 15.07.2014 03 12 02 06 
2013-14 07.04.2015 02 14 01 03 
2014-15 18.03.20 16 02 14 02 10 

Total 11 61 07 31 

From the above, it could be seen that out of 61 Paragraphs and 
I I Performance Audits, explanatory notes to 3 1 Paragraphs and two 
Performance Audits in respect of 13 departments, which were placed in the 
State Legislature during last five years, were awaited (September 2016) . 

Discussion of Audit Reports by CoPU 

1.25 The status, as on September 20 16, of Performance Audits and 
paragraphs that appeared in Audit Reports (PSUs) and discussed by the 
Committee on Public Undertaki ngs (CoPU) was as under: 

Table No. 1.15: Performance Audits/Paragraphs appeared in Audit 
Reports vis a vis discussed (as on 30 September 2016) 

Period of Number of PAs/para2raphs 
Audit Report Appeared in A udit Report Pa ras discussed 

Pas Para2raphs Pas Pa ra2raphs 
2010-11 02 09 - 0 1 
2011-12 02 12 - 04 
2012-13 03 12 01 06 
2013-14 02 14 01 03 
2014-15 02 14 0 0 
Total II 61 02 14 

Compliance to Reports of Committee on Public Undertakings (CoPU) 

1.26 Action Taken Notes (ATN) to fi ve paragraphs pertaining to three 
Reports of the CoPU presented to the State Legislature between December 
20 11 and December 20 13 had not been received (September 2016) as 
indicated in Table No. 1.16. 

IS 
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Table No.1.16: Compliance to CoPU Reports 

Year of the Total number of Total no. of No. of 
CoPU Report CoPU Reports recommendations in recommendations 

CoPU Report where A TNs not 
received 

2010- 11 0 1 03 03 
20 1 l - 12 0 1 01 01 
20 12- 13 - - -

20 13-14 0 1 01 01 
20 14-15 - -

Total 03 05 05 
Source: Information furnished by the Committee on Public Undertakings 

These Reports of COPU contained recommendations in respect of paragraphs 
pertaining to one department, which appeared in the Reports of the CAG of 
India for the years 1996-97 to 2005-06. 

It is recommended that the Government may ensure: 

• sending of replies to explanatory notes/ paragraphs/ performance 
audits and A TNs on the recommendations of CoPU as per the prescribed 
time schedule; 

• recovery of loss/ outstanding advances/overpayments within the 
prescribed period; and 
• revamping of the system of responding to audit observations by 
providing replies to audit within the prescribed time frame. 

Disinvestment, Privatisation and Restructuring of PSUs 

1.27 The State Government did not undertake the exercise of di sinvestment 
of any of its PS Us during 20 15- 16. Further, subsequent to the formation of 
Jharkhand State, restructuring of all the PSUs was to be taken up . The deci sion 
on the divi sion of assets and liabilities as well as of the Management of 
12 PSUs was taken up in September 2005. The implementation, however, has 
been done onl y in the case of five PSUs23 (September 20 16). 

23 Bihar Rajya Beej Nigam Limited, Bihar State Hydroelectric Power Corporation Limited. 
Bihar State Touri sm Development Corporation Limited, Bihar State Warehousing 
Corporatio n and Bihar State Mineral Development Corporation Limited. 
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Chapter II 
Performance Audits relating to Government Companies and Statutory 

Corporation 

2.1 Performance Audit on Bihar State Hydroelectric Power Corporation 
Limited 

I Executive summary : 

Bihar State Hydroelectric Power Corporation Limited (Company) was 
incorporated as a wholly owned Government Company in March 1982 and is 
presently engaged in setting-up of hydroelectric power projects, their 
maintenance and generation and selling of power in the State of Bihar. 

As on 31 March 2016, the Company had set-up 13 Small Hydroelectric 
Projects (SHPs) with installed power generation capacity of 54.30 MW while 
works for establishing 16 projects with power generation capacity of 
35.30 MW were in progress. 

The water supply to the SHPs is ensured from the canals of the Water 
Resources Department (WRD), GoB. These canals are linked to three barrages 
namely Indrapuri Barrage constructed on Sone River at Dehri, Valmikinagar 
Barrage on Gandak River at Valmikinagar and Birpur Barrage on Koshi River 
at Kataiya. lndrapuri Barrage caters to the water requirements of 101 SHPs 
(17. 10 MW), Valmiki nagar and Birpur Barrage caters to the water requirement 
of three2 SHPs (37.20 MW). The water is released by the WRD for irrigation 
purpose without any consultation with the Company which uses the water for 
power generation. 

The power generation of the Company declined from 40.65 Million Units 
(MUs) in 2011-12 to 33. 16 MUs in 201 5-16. This was mainly due to 
unavailability of water to the SHPs and low volume of water released by the 
WRD. Further, power generation of fi ve SHPs were also affected due to lack 
of distribution network for supply of power. 

The following were the main audit findings: 

Financial Management of the Company 

During the period 2011-16, the power generation cost ranged between 
~ 8. 13 per unit and ~ 12.36 per unit. However, the Company sold power to 
DISCOMS at the Bihar Electricity Regulatory Commission (BERC) approved 
rate of ~ 2.49 per uni t during the said period. The sale price of the Company 
was even less than the average Power Purchase Cost of DISCOMs which was 
~ 4.12 per unit for the period 201 5-16. 

As a result, the Company incurred a revenue loss ranging from~ 5.64 per unit 
to ~ 9.87 per unit during 2011 -16. The Company sold 2 13. 14 MUs during the 
period 2011- 16 resulting in losses of ~ 147.66 crore. The BERC approved 

1 (i) Agnoor SHP, (ii) Arwal SHP, (iii) Barun SHP, (iv) Belsar SHP, (v) Dehri-on-sone SHP, 
(vi) Dhelabag SHP, (vii ) Jainagara SHP, (vi ii) Nasriganj SHP, (ix) Sebari SHP and (x) 
Sri khinda SHP. 

2 (i) Triveni SHP (ii) Yalmikinagar SHP and (iii) Kataiya SHP 



Audit Report on Public Sector U11dertaki11gsfor the year ended 31 March2016 

tariff rates remained constant during 20 11 - 16 a the tariff petition was not 
submitted by the Company since 20 I 0-l l due to its fai lure to finaJise the 
Annual Accounts since 200 1-02. However, the power generation cost of the 
Company increased during 20 l l - 16 a its major element, the interest cost on 
borrowings increa ed from 47 .52 per cent in 20 I 1- l 2 to 6 1.39 per cent in 
20 15- 16 and also due to decrease in power generation. 

Further, even if the Company succeeds in obta ining approvaJ for its Tariff 
from BERC in future and that too at par with the prevailing average Power 
Purchase Cost of DISCOM , the under recovery of Generation Cost wou ld 
still exist. As such, the Company would never be in a position to attain the 
break-even point to become commercially viable. 

The totaJ inve tment of the State Government in the Company wa 
~ 570.47 crore, out of which ~ 99.04 crore ( 17 .36 per cent) was Equity and 
~ 471.43 crore (82.64 per cent) was Borrowings. Thi meant that the Company 
was heavil y dependent on borrowed funds. During the period, the Company 
incurred losses over the years which re ulted in accumulated losses of 
~ 23 1.50 crore in 20 15- 16. Consequently, the share capital of the Company 
was fully eroded. The Net Worth of the Company remained negati ve in all the 
five years since 20 11 - 12 which ranged between (-) ~ 23.73 crore and (-) 
~ 132.46 crore. 
Operational efficiency of the Company 

Plant Load Factor 

As against the norm of BERC of 417 MUs o f power to be generated by SHPs, 
the actual power generated during 2011 - 16 wa 2 13. 14 MUs. The hortfall in 
generation by 203.86 MU (48.89 per cent) resulted in a revenue loss of 
~ 50.76 crore. 

The actuaJ power generation of the Plant when compared with the installed 
capacity (Plant Load Factor) ranged between 11 .79 per cent and 19.56 per 
cent during 20 11- 12 to 201 5- 16. However, the norm for PLF fixed by BERC 
was 30 per cent. The main rea on for fai lure to achieve the PLF as per norm of 
BERC was Low Plant Availability due to longer duration of plant hutdown . 

In five ampled SHPs, it was observed that the longer duration of plant 
shutdowns was mainly due to (i) unavailability/low volume of water to the 
SHP which ranged between 39 to 66 per cent of available hour during the 
period 2011- 12 to 2015-16, (ii) breakdown of SHP which ranged between 
one to 23 per cent of the available hour , caused due to poor repair and 
maintenance of machines and (iii) lack of distribution network for upply of 
power which ranged between six to 18 per cent of the avai lable hours during 
the period 20 1 l - 16. 

Plant Availability 

The Plant Availability (PA) of the Company ranged between 35.42 per cent 
(20 11- 12) to 12 .65 per cent (2015- 16). However, the norm for PA as per the 
Detai led Project Report of the Company was 67 per cent. The main rea on 
for lower PA was mainly due to longer duration of plant shutdowns cau ed 
by unavai lability/low volume of water, poor repair and maintenance of 
machine , etc. 
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Execution of Capital Works 

As again l the Admini trative Approval (AA) of ~ 49.92 crore, eight projects/ 
SHPs were completed by incurring an expenditure of~ 102.79 crore. The 
exce ex penditure of ~ 52.87 crore incurred on these projects was ourced by 
way of di vers ion of funds from other projects which was irregular. 

Further, ongoing work for construction of 16 SHP and one Escape Channel 
was su pended since December 20 12/ Jul y 20 13 due to delays in execution 
and financ ial constrai nts faced by the Company. As such, signifi cant amou nt 
of ~ 543.87 crore was blocked in Capita l Work-in-Progre s. 

The u pen ion o f the aforesaid 17 incomplete project ince December 2012/ 
July 20 13 not only led to block ing o f fund but also the civil structure of the 
project were exposed to nature lead ing to deterioration in thei r phy ical 
condition and their reusabil ity may entai l ex tra expenditure at the time of 
restarting the work. Bes ides . the plant and machinery install ed in these 
incomplete projects and the electro-mechanica l materi als lying at the 
site/godowns were also prone to obsolescence/ damage and theft. Thi would 
have adver e effect on economic utility of the same. 

During joint phy ica l verification, audit ob erved that the electro-mechanical 
materials co ting ~ 4.50 crore supplied at Mathauli and Bathnaha SHPs sites 
upto December 20 14 were lying unutili eel at the sites for the last two to four 
years and the expenditure incurred thereon was blocked and unfruitful. 

Introduction 

2.1.1 Bihar S tate Hydroelectri c Power Corporation Limited (Company) 
was incorporated a a wholl y owned Government Company in March 1982 
and is presently engaged in setting-up of hydroelectric power project , their 
maintenance and generati on and e lling of power in the State of Bihar. 

The Department of Energy, Government of Bihar (Department), is the 
Admini trati ve Department o f the Company. The Department anctions 
variou projects for deve lopment of hydroelectric project in the State and 
entru l the same to the Company for their execution. The Department also 
ex tends budgetary support to the Company in the form of loans. 

A on 3 1 March 20 16. the Company had 13 commissioned Small 
Hydroe lectric Project (SHPs) with installed power generation capacity of 
54.30 MW while 16 projects for power generation capacity of 35.30 MW as 
detailed in Amzexure-2. 1.1 were ongoing/ being constructed. 

The water supply to the SHPs i ensured from the canals of the Water 
Re ource Department (WRD), GoB. These canals are linked to three barrages 
namely Indrapuri Barrage constructed on Sone Ri ver at Dehri , Valmikinagar 
Barrage on Gandak Ri ver at Valmikinagar and Birpur Barrage on Ko hi River 
at Kataiya. Jndrapuri Barrage caters to the water requirements of 103 SHPs 
(1 7. 10 MW), Valmikinagar and Birpur Barrages cater to the water requirement 

l (i) Agnoor S HP, (i i) Arwal SHP, (iii) Barun S HP, (iv) Be lsar S HP. (v) Dehri-on-sone SHP. 
(vi) Dhe labag S HP. (vii ) Jainagara SHP, (v iii) asriganj SHP. (ix) Sebari S HP and (x) 
Srikhinda S HP. 
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of three4 SHPs (37.20 MW). The water is released by the WRD for irrigation 
purpose without any consultation with the Company which uses the water for 
power generation. 

As per the provisional Accounts of the Company for the year ended 3 1 March 
2016, the Paid-up Share Capital of the Company was ~ 99.04 crore and 
accumulated losses were~ 231.50 crore. The Company incurred losses during 
all the years from 201 1-12 to 2015- 16. 

The Management of the Company is vested with the Board of Directors 
(BoDs) of the Company. As on 31 March 2016, the BoDs consisted of five 
directors, including the Managing Director, who is appointed by the State 
Government. The Principal Secretary of the Department is the ex-officio 
Chairman of the BoDs of the Company. The Managing Director, who is the 
Chief Executive Officer of the Company, is re ponsible for the conduct of the 
affairs of the Company and is assisted by Chief Engineer, Superintending 
Engineer, Executive Engineers and Company Secretary. 

Audit Seo and Methodology 

2.1.2 The performance of the Company was earlier reviewed and featured 
in Audit Report (Commercial) of the Comptroller and Auditor General of 
India, Government of Bihar, for the year ended 31 March 2010. The 
aforementioned review is yet to be taken up for discussion by the Committee 
on Public Undertakings (CoPU) (November 20 16). 

The Performance Audit (PA) for the period of five years, from 201 1-1 2 to 
2015-16, was conducted during the period April 2016 to June 2016. During 
the audit, records of the Company's Head office and five5 out of 13 generating 
stations and six6 out of 16 ongoing construction projects were selected for 
scrutiny through random sampling method. 

An Entry Conference was held on 29 March 2016 to apprise the Government 
and the Management about the objectives of the Performance Audit. The audit 
findings were reported (August 2016) to the Government and the Management 
and also discussed in an Exit Conference on 23 November 2016. In the Exit 
Conference Principal Secretary, Department of Energy, Government of Bihar 
agreed with the audit observations. 

Audit Ob ectives 

2.1.3 The objectives of the performance audit were to assess whether: 

• the generating stations were being operated/maintained economically and 
evacuation of energy generated and billing thereof was efficient; 

4 (i) Triveni SHP (ii) Valmikinagar SHP and (iii ) Kataiya SHP 

5 (i) ArwaJ SHP ( l x0.5MW), (ii) Kataiya SHP (4x4.48MW),(iii) Nasriganj SHP 
(2x0.5MW), (iv) Sebari SHP (2x0.5MW) and (v) Valmikinagar SHP (3x5MW) 

6 (i) BarbaJ SHP (2X0.8MW), (ii) Bathanaha SHP (4X2MW), (iii) Mathauli SHP 
(2X0.4MW) (iv) Paharma SHP (2X0.5MW), (v) Tej pura SHP (2X0.75MW) and (vi) 
Walidad SHP (2X0.35MW) 
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• the planning and execution of new hydroelectric power projects wa done 
effi c ie ntl y, economicall y and effecti vely; 

• the funds received fro m Government of India (GoI)/ Government of B ihar 
(GoB) for hydroelectric projects were utilised efficiently, economical ly and 
effecti ve ly; 

• effecti ve mechani m was in place to conform with environment protection 
laws and adhere to ound environmental practi ces; and 

• monito ring and interna l control yste m was adequate and effective. 

Audit Criteria 

2.1.4 The criteria for assess ing the achievement of audi t objectives were 
drawn from: 

• Bu iness bye- laws of the Company; Directi ve of the Admini trative 
Department/ State Governme nt ; 

• The Bihar Financ ia l Rules, 2005 and the Bihar Publ ic W orks Department 
Code; 

• Technical Evaluation/Guidelines issued by Natio nal Bank fo r Agricu lture 
and Rural Development (NABARD); 

• Operation Manual of the projects ; Generation targets fixed by the 
Management ; 

• Detailed Project Reports (DPRs) of projects ; the ag reements with 
contractors; and 

• Term and conditions o f the agreements fo r ale of energy. 

Audit Findin 

The Audit finding are di scu sed in the succeeding paragraph 

Financial Mana ement 

Effic ient fund management is important for any organi a ti on as the availab le 
financ ial resources hould be uti li ed optimally. The Company's main sources 
of fund were sale of power generated by Small Hydroelectric Project (SHP ) 
and the loans obtained fro m the State Government. 

Financial position and working results 

2.1.5 As per the Companies Act, 20 13 the financ ial statements of a 
Company for each fi nanc ial year were required to be fina lised within ix 
month from the end of the relevant financial year. However, the Company 
fa iled to comply with the statutory requ irement and its Accounts were in 
arrears s ince 200 1-02. Audit observed that the Account of the Company were 
in arrear mainly because uffici ent accounting profess ionals/ account 
knowing personne l were not available with the Company. T he sanctioned 
strength , Me n- in-Po itio n and vacancy posit ion of account ing personnel 
during 201 l - 16 is detailed in T able No. 2.1. l below: 
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Table No. 2.1.J Manpower position of accounting personnel 

SI Category of po ts Sanctioned Men in Vacant 
no strength Position posts 
I Financial Advisor cum Chief Account I 0 I 

Officer 
2 Manager (Accounts) 2 I I 
3 Assistant Manager (Accounts) 7 3 4 
4 Accountants 20 3 17 

It was evident from above that onl y one Manager (Accounts), three Assistant 
M anager (Accounts) and three Accountants were in po ition and significant 
numbers of posts were lying vacant. Consequently, huge arrears of Accounts 
pers isted. Due to arrears of Accounts, the Company has been unable to fi le the 
tariff petition with Bihar Electri city Regu latory Commi ion (BERC) along 
with Audited Accounts since 20 I 0-1 J as discussed in Paragraph 2.1.8. 

2.1.6 As per the provi ional Accounts of the Company, the financia l 
position and working resul ts of the Company for the five year ended March 
2016 is given in the Amiex ure- 2.1.2. As seen from the Anncxure, the total 
investment in the Company was ~ 570.38 crore (Equity: ~ 99.04 crore and 
Borrowi ngs: ~ 471.43 crore). T hi s indicated that the Company was heavil y 
dependent on borrowed funds. The Capital Employed (CE) was ~ 292.52 crore 
in 201 1- 12 which increased to ~ 338.97 crore in 20 15-16. The Return on 
Capital (RoC) e mployed ranged between ~ 0.83 crore to (-) ~ 18.25 crore. The 
Net Worth of the Company was negati ve in all the fi ve year and it ranged 
between~ 23.73 crore and~ 132.46 crore. Main reason for negative net worth 
and negative RoC wa persistent losses over the year. which resulted in 
significant increa. e in accu mulated losses from ~ 122.77 crore (20 11-12) to 
~ 231.50 crore in 20 15- 16. Thu , the financial condition of the Company was 
not sound. Audit ob erved the following reasons for the deteriorating financ ial 
cond ition of the Company: 

• Financial cost of borrowings was~ 57.85 crore during 20 11 - 16 while the 
revenue from sale of power and other income wa. of ~ 52.38 crore which 
was insufficient to meet the financial cost. Further, the Company incurred 
other operational expenditure aggregating to ~ 142.95 crore which were 
also met from the revenue of the Company during the ame peri od. 

• Significant amount of ~ 543 .87 crore was blocked in Capital Work-in­
Progress due to suspens ion of ongoing SHPs work ince December 2012/ 
July 2013. These works were pending for completi on due to inefficient 
execution of works and financia l constraints faced by the Company as 
di cussed in Paragraphs 2.1.17 to 2.1.21. 

• Current A et. included Work~1n-Progress, store , material i ued to 
contractors and advances to suppli ers aggregating to ~ 24.33 crore. These 
assets were being carried forward for the last ten year . The details of 
these current assets were not available. Hence, the ir realisability/ 
utilisation wa doubtful. 

• There was decline in the revenue from sale of power from~ 13.54 crore in 
the year 2013- 14 to ~ 8.26 crore in 2015-16. Thi was mainly due to 
unavailabi lity/low suppl y of water to the SHPs, clo ure of SHPs for repair 
and maintenance and fa ilure of the Company to get its tariff rev ised since 
20 10- 11 as discussed in Paragraph 2.1.8 and 2.1.10. 
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The Management stated (November 201 6) that the shareholders in the 
2 l A nnual General Meeting (August 201 6) of the Company has d irected the 
Company to put these issues before the BoD with proper facts. However, the 
fact remains that these issues have not been addressed by the Company so far 
(November 20 16). 

Losses in sale of power 

2.1.7 During the period 20 1 L-16, the power generation cost ranged 
between ~ 8. 13 per unit and ~ 12.36 per unit. However, the Company sold 
power to DISCOMS at the Bihar Electri c ity Regulatory Commission (BERC) 
prov isiona l approved rate of~ 2.49 per un it during the period. As a result the 
Company incurred a revenue loss ranging fro m ~ 5.64 per unit to 
~ 9.87 per unit during 20 11 - 16. The 
Compan y sold 2 13. 14 M Us during the 
period 20 11 - 16 result ing in losses of 
~ 147.66 crore. The BERC approved 
tari ff rates re mained constant during 
20 I 1- 16 as the ta ri ff peti tion was not 
submitted by the Company since 
20 10- 11 due to its failure to finalise the 
Annual Accounts since 200 1-02. 
However, the power generation cost of 
the Co mpany increased during 20 L 1- 16 
as its major e le ment, the interest cost 
on borrowings increased from 
47.52 per cent in 20 11 - 12 to 
6 1.39 per cent in 20 15- 16 and also due 
to decrease in power generati on. 

---~~~~~~~~~~---

Audit observed that the cost 
of generation in the 
Company during 2015-16 
was much higher when 
compared to similar SHPs in 
Uttar Pradesh Jal Vidyut 
Nigam Limited ( ~ 2. 73 per 
unit and ~2.86 per unit) and 
Chhattisgarh State Power 
Generation Company 
Limited ( ~ 2.55 per unit and 
~3.89 per unit) 

T he declini ng trend in net revenue per uni t on sale o f power during the period 
20 11 - 12 to 201 5- 16 is g iven in Chart No. 2.1. l. 
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Chart No. 2.1.1: Details of loss in sale of power 
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The net revenue per unit on 
sale of power was negative 
during the period 2011-12 to 
2015-16 and increased from 
(-) ~ 6.58 per unit in 2011-
12 to(-)~ 8.44 per unit in 
2015-16 

In absence of audited 
Annual Accounts, the 
Company failed to file 
tariff petition with 
BERC since 2010-11 
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It is evident fro m above that the net revenue per unit on sale of power was 
negati ve during the period 2011 - 12 to 20 15- 16 and increased from 
(-) ~ 6.58 per unit in 20 11 - 12 to {-) ~ 8.44 in 201 5- 16. The main reasons 
for under recovery were failure to fi le the tari ff petition, delay in 
finalisation of Annual Accounts and operati onal inefficiencies as di scussed in 
paragraphs 2.1.8 and 2.1.10. 

Component-wise break up of cost per unit (in percentage) in the last five years 
is given in Chart No. 2. l. 2: 

Chart No. 2.1.2: Various elements of cost of operation in percentage 
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It is evident from above that finance cost constituted a major e lement of the 
total cost and it ranged between 48 per cent and 6 1 per cent of total cost 
during the period 20 11 - 12 to 2015-16. 

Failure of the Company to get its tariff revised by BERC 

2.1.8 Regulation 5 of the Bihar Electricity Regulatory Commission 
(BERC), terms and conditions for determination of tariff regulation, inter a/ia, 
stipulated that the generating Company shall make an application along with 
audited annual Accounts of the preceding year to the BERC for the approval 
of tariff. BERC while approving the tari ff orders of 2009- 10 of the Company 
on a provisional basis had 
directed the Company to 
furni sh dul y audited Annual 
Accounts in future, failing 
which it would not accept the 
tariff petition of the Company. 

The Accounts of the Company 
were in arrears since 2001-02. 
In the absence of duly audited 
annual Accounts, Company 
could not file its tariff petition 
since 2010- 11 with the BERC. 

Audit observed that the approved 
tariff of ( 2.49 per unit was less than 
the per unit approved tariff for most 
of similar SHPs viz. ( 2. 73 per unit 
(Sheetala SHP of Uttar Pradesh Jal 
Vidyut Nigam Limited), ( 3. 78 per 
unit and ( 3.94 per unit (Gangrel 
and Korba SHPs of Chhattisgarh 
State Power Generation Company 
Limited) in neighbouring states. 
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As such, the Company was constrained to sell its power at 2009-10 tariff rate 
of < 2.49 per unit. 

Audit al o observed that the approved tariff of< 2.49 per unit was less than 
the average Power Purchase Cost of DISCOMs of < 4. 12 per unit for the 
period 20 15- 16. 

Thus, even if the Company is successful in obtai ning the approval of it Tariff 
from BERC in fu ture and that too at par w ith the prevailing average Power 
Purchase Cost of DISCOMs, the under recovery of Generation Cost will still 
ex ist. As such the operation of Company's SHPs will never be in a position to 
attai n Break Even Point. This renders the operation of Company' s SHPs 
commerc ially unviab le. 

The Government in Exit conference stated (November 20 16) that a 
three-member committee was being constituted by the Company to finalise the 
Accounts so that statutory audit cou ld be completed. 

Accumulation of recoverable dues: < 27.42 crore 

2.1.9 The pos iti on of amount due/ recoverable from the erstwhi le 
Bihar State Electri city Board (Board)/Distribution Companies (DISCOMs) 
during the period 20 11 - 12 to 20 15- 16 is depicted in Chart No. 2.1.3. 

Chart No. 2.1.3: Details of recoverable dues 
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1t is evident from above that the recoverable dues increased from< 17.34 crore 
in 20 11- 12 to < 27.42 crore in 20 15- 16. Further, payment received against 
total dues declined from 38.42 per cent (20 11 - 12) to 19 .64 per cent (20 15- 16) 
which refl ected poor reali sation of dues. The accumulation of recoverab le 
dues adversely affected the operations of the Company. This was mainly due 
to the fa ilure of the Company to sort out the issues re lating to SHP Kataiya 
and failure to reconci le the arrear with DISCOMS as discus ed below: 

• GoB issued a notification (June 2003) for transferring the Kataiya SHP to 
the Company from the erstwhile Board and the same was transferred in 
September 2003. As per the notification Kata iya SHP was to continue to sell/ 
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provide power free to the Board to the extent of power that was being 
generated by the Board before thi s transfer. An y additional generation of 
power over and above the existing generati on by the Company wou ld be paid 
by the Board at the tariff rate applicable to the Company. Further, after the 
notification, position of Katai ya SHP was to be reviewed after one year. 
However, no such review was carri ed out o far (November 2016). Audit 
ob erved that ~ 16.66 crore remained recoverable from Board/ DISCOMs 
agai nst 77.66 Million Units (MUs) of power ·old up to November 20 16. 

• Reconciliation in re. pect of claims for sale of energy between the 
Company and the Board wa. done in the year 20 11 , wherein agai nst the clai m 
of ~ 18.44 crore (including ~ 11.02 crore for SHP Kataiya), the Board 
partially accepted the claim for ~ 3.27 crore. Thus, the claims aggregat ing to 
~ 15. 17 crore remained unreconciled for which no fu rther effort were made 
by the Company. T he Company also failed to reconcile the energy so ld to 
Board/D ISCOMs for the period 20 I 1- 12 to 20 15- 16. 

The Management while accepti ng (November 20 16) the audi t observat ion 
stated that effort were made for recovery of dues and ~ 9.23 crore had been 
recovered. However, the Management did not furn ish any evidence of 
recoveries so made. In the absence of evidence, recoverie made could not be 
verifi ed by audit. 

0 rational Eftidenc 

The Company had 13 SHPs with installed capaci ty of 54.30 MW. The 
operational performances o f these SHPs were examined with reference to 
plant load factor, plant availabi lity and actual generati on agai n t targeted 
generati on. T he operational performances of commissioned SHP are 
discussed in succeeding paragraphs: 

2.1.10 Shortfall in power generation 

The BERC has prescribed the PLF norm of 30 per cent for operation of SHPs. 
The capacity, norm, actual generation and shortfall in generation of power of 
137 SHP of the Company havi ng in tailed capacity of 54.30 MW, during the 
period 2011- 12 to 2015- 16 are given in Chart No. 2.1.4. 

(i) Agnoor SHP (2x0.5MW). (ii ) Arwal SHP ( I x0.5MW) ,(iii) Barun SHP (2x l .65MW). 
(iv) Be lsar SHP (2x0.5MW).(v) Dehri-on-sone SHP (4x I .65MW), (vi) Dhelabag SH P 
(2x0.5 MW), (vii) Jajnagara S HP (2x0.5MW), (viii) Kataiya S HP (4x4.8MW), (ix) 
Nasriganj SHP (2x0.5MW), (x) Sebari SHP (2x0.5MW), (xi) irkhinda SHP (2x0.35MW), 
(xi i) Triveni SHP (2x 1.5MW) and (xi ii) Yalmikinagar S HP (3x5MW) 
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Chart No. 2.1.4: Details of shortfall in generation 
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It is evident from above chart that power generation by the Company was not 
satisfactory. As against the norm of BERC of 417 MUs of power to be 
generated by SHPs, the actual power generated during 20 I 1- 16 was 2 13. 14 
MUs. The shortfall in generation of power by 203.86 MUs (48.89 per cent) 
resulted in revenue loss of<' 50.76 crore to the Company during the period 
20 I 1-1 2 to 20 I 5- 16. 

The main reasons for the shortfall in generation are enumerated below: 

• Plant Load Factor (PLF) refers to the ratio between the actual 
generation and the maximum possible generation at installed capacity. 
The year-wise detail s of plant load factor as per targets and actual PLF 
in re pect of SHPs arc given in A nnexure-2. 1.3 (a). It can be seen 
from the Amzexure that the plant load factor ranged between 
I 1.79 per cent and 19.56 per cent during 20 I 0-1 I to 20 I 5- 16 as 
against the benchmark PLF of 30 per cent. The decline in PLF of the 
Company was mainly due to low plant ava ilabi lity and higher duration 
of Plant Outages which i discussed in ucceeding the paragraphs. 

• The norm for average plant availability for SHPs was 67 per cent, after 
excluding one-third or available hour , when water for SHP would not 
be ava ilable. The source of water supply to the Company' SHPs is 
en ured from the cana ls of the Water Resources Department (WRD), 
GoB. The e canals are linked to three barrages namely lndrapuri 
Barrage con tructed on Sone Ri ver at Dehri ; Valmikinagar Barrage on 
Gandak Ri ver at Valmikinagar and Birpur Barrage on Ko hi River at 
Kataiya. lndrapuri Barrage caters to the water requirements of 108 

SHP ( 17. 10 MW), Valmikinagar and Birpur Barrage cater to the 

8 (i) Agnoor SHP, (ii) A rwal S HP. ( iii ) Barun S HP, (iv) Bclsar SHP, (v) Dchri-on-sone SHP. 
(vi) Dhelabag SHP, (vii) Ja inagara S HP, (v ii i) Nasriganj S HP. (ix) Scbari SHP and (x) 
Srikhinda S HP. 
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water require ment of two9 SHPs ( 18 MW) and one SHP namely 
Kataiya SHP ( 19.20 M.W) respectively. The water fro m the canals is 
re lea ed by the WRD fo r irrigation purpose onl y depending upon the 
irrigational requirement o f the State which is also used by the 
Company for power generation. The details of operated hours and 
available hours fo r operation are indicated in Amzexure 2.1.3 (b). It 
can be seen from the Annexure that actual operated hours 
were on lower s ide again ·t the available hour for operation. The plant 
ava ilability ranged between 35.42 per cent (2011 - 12) and 
12.65 per cent (2015- J 6). This refl ected the ine ffi cient operation of 
SHP . The low plant ava ilability wa mainly attributable to longer 
du rati on of outage caused due to unavailability of water/ low supply of 
water and breakdown of machineries. 

• Actual Plant outages ranged between 65 per cent and 87 per cent of 
max imum available hour . This was mainly due to fa ilure of the 
Company to ensure availability of water to its SHPs from the WRD. 
Besides, the Compan y also fa iled to ensure supply of water to it SHPs 
by alternate arrangement viz. constructi on of Escape C hannels, 
improper evacuati on sy tern and poor operation and maintenance of 
plant as di cussed below: 

E cape C hannel i. an alte rnati ve arrangement to ensure suppl y of water 
in the SHPs during the canal closure peri od . For thi s purpose, the 
Company prepared a Project Report for construction of escape channel 
at Yalmikinagar SHP which would add 4 1.17 M Us o f power to the 
State. For this purpose, a fund of~ J 7 crore wa. released by the State 
Government during the peri od 201 2- 13 to 201 4- 15. Audit observed 
that this project is yet to be taken up (November 201 6) by the 
Company even a fter lapse o f three years. 

In order to improve the evacuati on system of its SHPs (Amethi 10SHP, 
Tejpura 11 SHP, ArwaJ12 SHP and Nasri ganj 13 SHP) by stepping up 
the voltage from 11 KY to 33 KV for evacuation through GSS, fund 
to the tune of ~ 14 crore was re leased to the Company during 
February 201 3 to March 2014. Audit observed that this project is yet 
(November 2016) to be taken up despite lapse o f more than three years 
from the receipt of fund . 

The details of Outages in five test checked SHP namely 
(i) Valmikinagar SHP, (i i) Katai ya SHP, (iii ) Arwal SHP, 
(iv) Nasriganj SHP and (v) Sebari SHP during the period 2011 - 16 
is summarised in Table No. 2.1.2: 

9 (i) T ri veni SHP and (ii ) Valrnik.i naga r SHP 
10 Meant for connection of 11 KV line of Jainagara SHP, Shirkhinda S HP, Arnethi SHP, 

Rampur SHP and Natwar S HP and further step up to 33 KV for evacuation to Grid Sub 
Station (GSS) 

11 Meant for connection o f 11 KV line of Dehm SHP, Tejpura S HP, and Sipha S HP and 
furthe r step up to 33 KV for evac uation to GSS 

12 Meant for connection o f 11 KV line o f Agnoor S HP, Be lsar SHP, Walidad SHP and Arwal 
SHP. 

13 Meant for connection of 11 KV line Dhelabag S HP, Nasriganj S HP, Paharma S HP and 
Se bari SHP and furthe r !>lep up to 33 KV for evac uation to GSS 
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T bl N 2 1 2 D t 'I f 0 ta . fi t t h k d SHP a e o. . . e a1 s o u 1ges m 1ve es c ec e s 
Year Maxi mu Opera led Actual Total Details of Outa~ es (in percentage) 

m hour outage (in Unavailability/ 
a vailable percent low volume of Grid R&M 
hour14 age) wa ter failure works 

20 11 -12 44592 15794. 17 28797.83 65 39 17 8 
20 12-13 70080 18828.07 51251.93 73 54 18 I 
20 13-14 70080 23229.95 46850.05 67 53 11 3 
20 14-15 70080 12 103.25 57976.75 83 66 6 10 
20 15- 16 70080 8865.42 6 12 14.58 87 58 6 23 

Total 324912 78820.86 246091.14 
Source: Information furnished by the Company 

• It can be seen from the above table that the longer duration of plant 
shutdowns wa main ly due to (i) unavailabil ity/low volume of water to 
the SHPs which ranged between 39 to 66 per ce111 or available hours 
during the period 20 11 - 12 to 20 15-16, (ii) breakdown of SHPs 
which ran ged between one to 23 per cent of the availab le hours 
caused due to repair and maintenance of machine and (i ii ) lack of 
distribution network for supply of power wh ich ranged between 
six to 18 per cenl of the available hours during the peri od 20 11 - 16. 

The detai ls of Plant Outages in these SHPs in terms or hours and the 
percentage of plant outages due to vari ous constraint · during the period 
20 11 - 12 to 20 15- 16 are prov ided in Annexure- 2.1.3 (c). C lose 
analysis of the said annexure revealed that the hortage in power 
generati on in these SHPs in terms of hou rs was main ly attributable to 
(i) unavai lability of water/low volume of water uppl y to SHPs for 
180043.57 hour (los 15 o f 116 MUs valued at ~ 28.89 crore), 
(ii ) breakdown of SHPs for 295 13.72 hours cau ed by poor repair and 
maintenance of machines (loss of 3.98 MUs valued at ~ one crore) and 
(iii) g ri d fa ilure for 36533.85 hours (loss of 8. 19 MUs valued at 
~ 2.04 crore) during 20 I 1- 16. Further analysis or the outages in the 
said annexure revealed that outages in these SHPs wa predominantly 
due to unavailability/low volume of water suppli ed to SHPs which is 
discussed SHP-wi e below: 

Valmikinagar SHP: The Plant outage attributable to unavailability of 
water/Low suppl y of water, during the period 20 11 - 12 to 2015-16, 
ranged between 9549 hours to 13065 hours. The Percentage of Plant 
Outage due to unavailability of water/Low di charge of water 
constituted 5 1 to 75 per cent of the total outages. 

Kataiya SHP: T he Plant outage on account of unavailability 
of water/Low supply of water ranged between 18614 to 2 1777 hours 
during the peri od 2012- 13 to 2015-16 which comprised of 80 to 
93 p er cenl of the total outages. 

14 After excluding four months for canal closure by WRO. 
15 Loss of energy in MUs was worked out on the basis of Operation of SHPs on the line of 

BERC norm of 30 per cent of PLF 
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. Nasrnganrnj SJHlJ?; The Plant outage due to unavailability of water/Low 
supply of water ranged between 788 hours to 7564 hours during the 
period 2011-12 to 2015-16 which constituted seven to 65 per cent of 
the total outages.. · 

Selbairn · SlHDP: · The Plant outage attributable to unavailability 
of water/Low supply of water ranged between 2088 hours to 
7650 hours during the period 2011-12 to 2015-16 which accounted for 
18 to 65 per cent of the total.outages. 

Arwaill SHJP: The Plant outage was mainly attributable to unavailability 
of water/Low discharge of water which ranged between 457 hours to 
777 hours during the period 2012-13 to 2013-14. The Percentage of 
Plant Outage due to unavailability . of water/Low supply of 
water constituted eight to 13 per cent of the total outages. The SHP 
was closed from May 2014 on account of operation and maintenance 
issues. 

The Government stated in the Exit conference (November 2016) that a new 
Operation & Maintenance policy was being formµlated by the Company to 

. effectively address the shortcomings. 

Further, the· Principal Secretary, Energy Department, ·GoB, on the issue of 
availability of water to the Company's SHPs, stated (January 2017) that the 
SHPs of the Company are based on the irrigation canals and release of water is 
control.led by th.e'Water Resource Department (WRD) ·for irrigation purpose. 
He also stated that there is no written assurance for quantum of water by the 
WRD for ensuring availability of water_ in th~ . canals for generation of 
electricity. As such, the Company has no control over availability of water. 

Opeimltfoim and! Matnl!Illtenaince (O&M) ac1tnvn1l:y l[])f SlHIPs 

2,:LU. The BoD of the Company resolved in 56th meeting held in May 1995 
to get the O&M work executed on contract basis. Accordingly, the Company 
engaged (July 2012) private agencies for O&M of SHPs. As per O&M 
contracts, if the generation of the SHPs fell below 40 per cent of design 
capacity, the Company would review the performance of the contractors and 
take corrective steps to improve the operational performance. 

· On review of O&M contracts awarded by the Company, Audit observed the 
· following shortcomings: 

el The Company; against terider invited (March 2012) for O&M work for 
10 SHPs, awarded the work order to two contractors 16 by relaxing the 
criteria of techno-commercial bid in their favour which was irregular. 

The Management stated (November 2016) that the issue raised by Audit 
was being examined. Action would be taken according! y. 

el . The Company awarded (July 2015) the O&M work of SHPs at L217 rate of 
<' 2.41 lakh .per month instead of at Ll 18rate of<' 1.48 lakh per month 
without any justification on record. This resulted in extending undue 

16 Mis Gandak Construction Private Limited and Mis Ratan & Sons Electronics Private 
Limited. 

17 Mis Shahabad Engineers lPrivate Limited, Rohtas 
18 Mis DBS Construction Privat~ Limited, Rohtas 
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favour to the contractor and excess expenditure of ~ 42.32 lakh 19 upto 
April 20 16. 

The M anagement stated ( ovember 20 16) that L2 bidder was awarded 
work instead of LI on account of unrealistic bid of LI which was 
39 per cent lower than the estimated amount. The reply was not tenable as 
no such criteri a were defined earl ier during the bidding process. 

• The Company did not rev iew the work of pri vate O&M agencies hired 
during 20 I 1- 12 to 20 15- 16 to assess their performance. 

I Execution of Capital works 

2.1.12 The Company is the implementing agency for setting up Small Hydro 
Power Projects (SHPs) in the State. The Company executed vari ous State 
Government/National Bank for A griculture and Rural Development 
(NABARD) funded SHPs in the State. During the peri od 2011 - 12 Lo 2015-16, 
the Company undertook the construction of three20 State Government 
and NABARD funded SHPs valued at ~ 92.67 crore. Be ides, two 
(System improvement o f power evacuation of all SHPs of Sone Canal and 
Escape channel for Valmikinagar SHP) other works for reducing generation 
lo s of its ex isting projects valued at ~ 39.95 crore were also entrusted to the 
Company by the State Government during the period. 

Execution of Capi tal works by the Company includes two major act iv ities, i.e., 
( i ) Plann ing the setti ng up of SHPs, and (ii ) construction of SHPs and 
modernisation/ upgradation of its ex i, ting SHPs. Project planning mainly 
comprises of identification of sites, r iver survey, preparation of Pre- feasibility 
Report (PFR), preparat ion of Detailed Proj ect Report (DPR) w ith cost 
estimates and obtain ing of Administrative Approval (AA) of cost estimates by 
appropriate authority for funding of the project. Construction of SHPs was 
done through award o f work by inv iting tender. 

Planning 

2.1.13 Non-conventional sources of energy being most 
environment- fri endly, there is an urgent need to promote generation of 
electricity based on such sources. Proper planning is essential to exploit 
non-conventional energy resources, viz., small hydro units, wind, solar, 
bio-mass, etc., to generate maximum power in the State. 

The Company was appointed as nodal agency to recommend the proposals for 
the development of small hydel projects under "Bihar Policy for promotion of 
New and Renewable Energy Sources 20 11" of Government of Bihar. 

The Company estimated that the State had a hydroelectri c power potential of 
479.85 MW of which on ly 89.60 MW had been harnessed (November 20 16). 
The deficiency in planning for the augmentation of Hydroelectric Power 
projects in the State is discus ed in succeed ing paragraphs: 

19 45.5 months x c< 2.4 1 lakh- < 1.48 lakh) 
20 Ararghat SHP, Sipaha SHP and Dehra SHP. 

31 

1 



l'ltne §fate Goveirnmellllt 
dliiirll IlllOt ireviiew tltne ltnydleR 
J[llOilftcy 

l'ltne Comj[llalllly i.Illlc11.Jiirireirll 
11.Illlllfnniiff1lilR exj[llem:llftt11.Ilire 
oH' 1.76 ciroire ollll 
JPllreJPlairatfollll oft' lP'JB'Rs 

l'ltne ComJ[llatlillY iinc11.Ilirireirll 
11.Illlllfr'nniitit'11.IlR exJPlellllirllllt11.Ilire oft' 
~ 49 falkltn Ollll J[llJreJ[llairatfollll 
oft' lDllP'JRs 

Audit Report on Public Sector Undertakings for the year ended 31 March 2016 

· CJ) Faftil11.liire 11:((]) revftew lHiyidlrn P([])Wtelt" l?([])Ilky foir Mftnnft JP>([J)Wtelt" l?1rnjeds 

The Department issued (June 2011) "Bihar Policy for Promotion of New and 
Renewal Energy Sources 2011" for all forms of New and Renewal Energy 
including milli/ micro/ small hydro projects (upto 25 MW). The Department, 
under the said policy, appointed the Company as a nodal agency for 
development of hydro power projects in the . State. Since no application 

. for development of small hydro power projects was received during the 
· period 2011-12 to 2015-16, it was, therefore, incumbent on the 
·State Government to review the said policy. However, the same was not done 
by the State Government (November 2016). 

The Management stated (November 2016) that a revised New and Renewable 
Energy Policy is being ·formulated by Bihar Renewal Energy Development 
Agency (BREDA) which includes the hydro power. 

CJ) 1UJ1Ufr'lr1Lllntitu.nn experniidli11:1Ll1Ire idlune 11:((]) ftnnadfonn lby the C([])mJ!ll~my 

(a) The Company, with a view to tap the hydro power in the State conducted 
(2011-12) river survey and pre-feasibility for setting up hydel projects on 
Mahananda river basin, Burhi Gandak basin and Gandak river basin. The 
Company invited (August 2011) Notice Inviting Tenders (NITs) for various 
packages, viz., Package A and B (Mahananda river basin), C and D 
(Burhi Gandak basin) and E & F (Gandak river basin) and issued work 
order (December 20U to January 2012), without obtaining Administrative 
Approval21 (AA) of the Department as well as the approval of Board of 
Directors (BoD), to Xplorer (Package A for~ 0.48 crore), Water and Power 
Consultancy Services (W APCOS) (Packages B, C and D for~ 1.96 crore) and 
Voyants Solution Private Limited (Packages E and F for~ 0.68 crore). These. 
Contractors submitted (February 2013 to September 2013) the sm:vey · 
reports and 1422 Pre-feasibility Reports for setting up projects with installed 
capacities of 216.86 MW. The total payment made by the Company was 
~ l.76 crore (November 2016). Audit observed that the Company failed to act 
in accordance with PFRs even after three years, thus rendering the expenditure 
of·.~ L76 crore incurred in the preparation· of these PFRs as unfruitful 
(November 2016). 

(b) The Companyinvited NIT (September 2011) for preparation of DPRs for 
tliree23 projects of installed capacity of 20 MW during the period 2011-12. The 
Letter of Intent (LoI) was issued to the contractors in December 20U/ January 
2012 for.~ 94 lakh. The contractors submitted the DPRs in October 2013. 
A sum of~ 49 lakh was paid to contractors (November 2016). However, the 

·Company failed to take. any action on these DPRs even after a lapse of three 

21 as required under rule 121 of the PWD code and office order No. 24/ Finl Code-11/ 252/ 
83 dated 30-06-1983 

22 (i) Bagaha (50MW) (ii) Baragovindpur (14,50 MW) (iii) Bardiyaghat (IMW), (iv) 
Basantpur (10.4 MW), (v) Bettiah (80MW) (vi) Birpur (2.60MW) (vii) Chatarbhog 
(5.4MW) (viii) Dalkola (9.44 MW), (ix) Jiriya (3.25MW) (x) Pokheria (7.3MW), (xi) 
Raghunathpur (2MW), (xii) Raghunathpur (9MW), (xiii) Rupadhar (4.97MW)and (xiv) 
Sonapur (17MW). 

23 (i) Manhara (Saharsa)- (4x2 MW), (ii) Malhanwa (Supaul)- (3x2 MW) and (iii) Santokhar 
(Madhepura)~ (2x3MW) · 
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years. As a result of i9action of the Company, an.expenditure of~ 49 lakh 
remained unfruitful (No,ember 2016). 

The Management stated (November 2016)"that the matter was being examined 
. . ... I 

and further action would be taken. 

Execution/ Constructiol of SHPs · . • : · · 

2J .. 14 The Company,! during the period from 2011.-12 to 2015-16, aw~ded . . I . . .. ... . ... 
the work for constructi0n of three. new SHPs as well as construction of SHPs . . I . . . . 

awarded .prior to 2op-12 under the various NABARD funded Rural 
illfrastructure Development Fund (RIDF). . 

I 
RIDF was instituted with the sole objective of giving low cost fund support to 

I 

State Governments and State owned Corporations for quick completion of 
ongoing projects relati4gto medium and minor irrigation, soil conservation, 
energy sector, etc. 1 

·. Out of 15 SHPs sanctibned in 2003-04 under NABARD, RIDF phase Vlll, 
~nly six projects were sompleted upto 2010, two SHPs were completed during 
the period 2011-12 to 2015-16 whilt:! seven SHPs were still under construction 
(November2016). I · . 

The deficiencies obs~rved in the execution of SHPs are discussed in 
succ_eeding paragraphs: I 

Completed Pirojects 

2.1.Jl.5 The status of eight completed SHPs under RIDF Vlll scheme 
comparing their actual cost of completion vis-a-vis their sanctioned cost are 
detailed in Annexure 2rl.4 (a). It can be seen from the. said Am~exure that as . 
against the AA of -~ 49.92 crore, these eight SHPs were complete~ · 
by incurring .an expenhiture of ~ 102.79 crore. The ~xcess expenditure of• 
~ 52.87 crore incurred! on these SHPs was sourced by way of diversion of·. 
funds· from other, proje

1

cts. which· was irregular. The Company also failed to 
obtain revised Adminisfrative Approval (AA) for excess expenditure from the 
State Government so far (November 2016). 

The Principal SecretaJy of the Department stated (January 2017) that the 
I . .. . .. . . 

matter would be review
1

ed by ~ 5 February 2017 for necessary action. . 

The. deficieneies_ in .Jexecuti~n ?f two projeds completed ·during, the 
Performance Audit penod are highlighted below: · 

AdditioJIJ!I expendi~e off 13.70 crore on Anl>ol and llelsa< SH.IP• 

2.1.16 The Loi for construction of civil works of Arwal SHP (lx0.5 MW) 
was awarded :i.n June 12004 for < L41 crore, with the scheduled date of 
completion being Febipary 2005. Likewise, th~ Loi for Electro-Mechanical 
(E-M) work of the saiq project was issued in February 2006 for~ 3.19 crore, 
with the scheduled date of completion· being November 2008. However, the 

. . . I . . 
· Ar"Wal 'SHP was commiissioned after a delay of seven years in February 2012 
. . . . . . I . . . 

after incurring anadditional expenditure of~ 5~78 crore. 

Similarly Lol for ci~il works as well· as E-1\1 work for Belsar SHP 
. . • . . . . ... I . .. . ·.· 
(2x0.5 MW) was awided in October 2005 for < 8.35 crore with scheduled 
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date of completion being November 2008 .. However, Beh;;ar SHP was 
completed after a delay of three year_s and two months, in February 2012, 
after incurring an additfonal expenditure of~ 7 .27 crore. 

The delay in completion of these two SHPs was mainly attributable to the 
following reasons: 

e The Company tookthree years to approve the drawings of civil works for 
Arwal SHP and a period of five years for Belsar SHP. 

"' Consequent upon changes in drawings of the civil works of these SHPs, 
the Company effected changes in the fifteen test checked items of the bills 
of quantity (BOQ) for these projects. The increase of the said items under 
BoQ ranged between 48.28 per cent arid 3791.38 per cent. The said 
increas_e was effected by the Company without obtaining AA of the 
revised cost from the Department as required under rule 13524 of the Bihar 
Public Works Department Code (Code). -

o These two projects were_ completed after incurring an additionai25 

expenditure of~ 13.05 crore by way of diversion of funds from other 
- projects which was irregular. -

• The Management stated (November 2016)-that the matter was being examined 
and further action would be taken. 

-Jinncl[])m]p>Ilete ]p>It"l[])jec1l:s 

2.1.17 The Company had 17 incomplete projects (seven ·sanctioned under 
RIDF VIII and ten under NABARD- RIDF Phase XHl, XV, XVI andXVH). 
The status -of these projects ar_e detailed under Amzexure 2.1.4 (b) and 
An-,nexure 2.1.4(d). the construction works of these projects were suspended 
since December 2012/January 2013. This not only led to blocking of fund but 
the civil structures of the projects were exposed to nature leading to 
deterioraticin iii their physical condition and their reusability may entail extra 
expenditure at the time -of restarting the work. Besides, the plant and 
machinery installed in these incomplete projects and the electro mechanical 
materials lying at the site/godowns were also prone to obsolescence/damage 
and theft. This would have adverse affect on economic utility of the same. 

- R.11.lllt"all 1Inlt'Jrastlt"11.lldun:'e JI))evefopmell1lt lFlll!mll (Jlll])F) Pllnase Vll][l[ ]!_J>lt"l[])jec1l:s 

2Ji.li8 Seven projects sanctioned (2003-04) under NABARD, RIDF phase 
VIII scheme were still (November 2016) pending for completion. The status of 
these projects is detailed in Annexu.re 2.lA (b ). -

. .. ·.- ,· . 

It can be seen from Annexure . that as against. the AA of ~ 27 .50 crore, the 
Conipany incurred (November 2016) an expenditure of ~ 45.49 crore, the 

_· _ excess expenditure of ~ 17 .99 crore being sourced by way of diversion of 
funds frpm other projects. These projects were incomplete and work in respect 
of them was suspended since December 2012/Jamiary 2013. Further, no action 
has been taken by Company to revive these projects so far (November 2016). 
As a result, expenditure of~ 45.49 crore remained blocked and unfruitful 

24 
In case of any alteration in a project involving additional expense, a revised supplementary 
estimate shall be submitted.to the appropriate authority for sanction. 

25 
Additional expenditure: Arwal SHP- ~ 5.78. crore and Belsar SHP- ~ 7.27 crore 
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Defi ciencies observed in the execution of these projects are di scussed below: 

Tejpura, Walidad and Paharma SHPs 

2.1.19 The detail s of date of issue of Lol for civil works and 
Electro-Mechanical works, termination of contracts due to slow progress, date 
of award for re ma ining work in respect of Tejpura (2x0.75MW), 
Walidad (2x0.35MW), and Paharma (2X0.5 MW) SHPs are given in 
Annexure-2.1.4 (c) . 

Audit observed that the delay in completion of these projects was attributab le 
to the follo wing reasons: 

• The drawings of the civil work for Tejpura and Paharma SHP were 
fina lised after a delay of seven years and four years respectively from the 
date of award o f civil works, while the final drawing in respect of Walidad 
SHP is yet to be finali sed (November 201 6) even though a period of nine 
years had elapsed from the date of award of work to the contractor. 

• The Company effected changes in s ix items, viz, earthwork in excavation 
o f fo undati on of power house, laying of Plain Cement Concrete (PCC) 
below foundati on of power house, laying Reinforced Cement Concrete 
(RCC) fo undation and superstructure, brick works, laying Reinforced 
Ceme nt Conc rete at elevation and steel enforcement of the BoQ ranging 
between 167 per cent to 3545 per cent without obtaining AA for the 
revised cost fro m the competent authority. 

• During jo int phys ical verifi cation (May 201 6), audit observed that the 
e lectro mechanical materials for Tejpura, Walidad and Paharma SHPs 
valued at ~ I 1.66 crore were supplied upto August 2008, large 
number/quantity of these materials were lying without being put to use for 
nearl y e ight years. As a result, expenditure to the tune of ~ J 1.66 crore 
re mained blocked and unfruitfu l so far (November 201 6) as can be seen in 
the fo llowing photographs; 

Physical status of incomplete SHPs and EM materials at site 

Incomplete SHP at Tejpura Turbine of incomplete work at 

Tejpura SHP 
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Incomplete SHP at Walidad 

Incomplete SHP at Paharma 

Guide van lying in open at Walidad SHP 

Draft tube with elbow section at 
Paharma SHP 

• A agai n t the anctioned co t of~ 16.45 crore, the Company incurred an 
expendi ture of~ 2 1.64 crore in respect of the. e three SHP . The execution 
of these three SHPs were suspended in December 20 12/January 20 13 for 
want of addi ti onal funds. No action was taken by the Company fo r 
re tarting the stal led project a of November 2016. 

As a re ult, expenditure of ~ 21.64 crore incurred wa rendered blocked and 
unfru itful. Besides, the targeted capacity add ition of 3.2 MW of power in the 
state al o could not be achieved. 

NABARD-RIDF Phase XIII, XV, XVI and XVII projects 

2.1.20 Under NABARD, RIDF pha e XIII (2008-09), XV (2009-10), XVI 
(2010-1 I) and XVII (20 12- 13 ), a total number of 10 projects were sancti oned 
during the period 2008- 13. The physical and fi nancial progress of the said 
project a on March 20 16 is given in the Annexure-2.J.4(d). 
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It can be seen from lthe Annexute that in respect of six26projects, total 
. expenditure incurred stbod_ai ~ 82.04 crore with the physical progress ranging 
· between 20 and 90 perl cent even after a lapse of three to five years from the 

scheduled date of completion. Further, work order of four27 projects were 
cancelled after :i.ncurrin~ an expenditure of~ 8.04 crore and no action had been 
taken by th.e CompanyJto restart the execution of.these SHPs. The Company 
had incurred an expenditure of~ 90.08 crore on the 10 incomplete projects so 
far (October 2016). I 
Thus, deficient planning and executio_n of projects by the Company resulted in 

- blocking of public funds to . the tune of ~ 90.08 crore. Besides, the Company 
also had to incur inter~1st liability valued at ~ 124.89 crore on these projects· 
during the period 2011-12 to 2015-16. 

The DefiCiencies notic~d in execution of three test checked projects under 
NABARD-RIDF Phase iXHI, XV, XVI and XVH are discussed below: 

. - I . .. . - . 
Mathauli SHP and JRaUmaha SHP~Unfruitfu! expenditure:~ 31.:ll.4 temre 

2.1.2]. For coristructidn of Mathauli SHP, the Company issued (April 2010) 
· LoI for civ:i.l constructicln works at a cost of~ 6.97 crore, with the scheduled 

date of completion bein~ May 2012. The Electro Mechanical work for the said 
project was awarded (Jtily 2010) at a cost of~- 4.96 crore with the scheduled 
date of completion bein~ September'2011. · 

For Bathnaha SHP, th~ Company issued (August 2010) an LoI for civil 
construction· ~work valilied at ~ 42.74 crore with the scheduled date of 
completion being Novetliber 2013. The E/M work for the project was awarded 
(October 2010) at a. dost of ~ 22.84 . crore with the scheduled date of 

.. c6!llpletion being May 2
1f 11. 

Audit observed following deficiencies in execution. of Mathauli and Bathnaha 

SHPs: _ .· I · . . 
o As against the total fequirement of 3.09 acres and 17.99 acres of land in 

I . . 

respect of Mathauli SHP and BathnahaSHP, only 2.5 acres and 8.05 acres 
. . I ~ . . . 

of land was available '(October 2016) for Mathauli and Bathnaha SHP 
respectively. Further,! as against the sanctioned amount of ~ 4.98 crore, 

· the Company awarded. the construction work of MathauH SHP for 
~ 11.93 crore withd

1

ut arranging ·for additional funds required for the 
execution of .the proj1,ct. Funds cc:mstraints persisted in Mathauli SHP even 

-. though six years sin9e the date of award of the work order had elapsed 
which indicated deficient planning on the part of the Company. 

. I . . 

" The Company took fdur years to finalise ·the drawings of the civil work for 
Mathauli SHP. Furth~r, complete drawing ill r~spect of Bathnaha SHP was 
yet to be approved (pctober 2016) by the Company though a period of 
eight years since the 4ate of award of thework orderhad expired. 

I . 

I 
. I 

26 MathauliSHP, Nirmali SHP, Bathnaha SHP, Dehri escape c:;hannel, Sipaha SHPand Debra 
SHP. . I 

27 Katanya SHP, Barba! SHP-, Dhoba SHP and Ararghat SHP. 
. ·-· - I - . - . - - -
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• A against the provision of~ 53 lakh for dewatering28 in BOQ for the civil 
work for Mathauli SHP, the payment of ~ 4.33 crore wa made to the 
contractor by the Company. Audit ob erved that the commencement of 
construction work of SHP wa delayed by 20 months due to delay in 
finalisation of design and drawings of the civi l structure. This caused 
repeated accumulation of water at site due to rain du ring the period of 
execution. Success ive dewatering over the peri od involved excess 
expenditure on dewatering. The construction activ ity wa suspended since 
January 20 13. Consequent ly, the expenditure of ~ 4.33 crore incurred upto 
November 20 16 for dewatering was rendered wasteful. 

• The Company awarded the civil work and Electro Mechanical work for 
Mathauli and Bathnaha SHP to the contractor wi thout obtaining AA of the 
revi ed co t from the Department and without approval of Board of 
Directors. 

• During joint physical verification (May 20 16), audit ob erved that the 
Electro Mechanical materials costing ~ 4.50 crore upp lied at Mathauli and 
Bathnaha SHP site upto December 2014 were lying unutili ed at the sites 
for the last two to four years and the expenditure incurred thereon was 
blocked and unfruitful as can be seen in the photographs below: 

Physical status of incomplete SHPs and EM materials at site 

28 It is a process where underground water is removed continuously al the construction site so 
that the civil work could be carried out till the finalisation of power house sub structure. 
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I 

0 The Company afterl incuiring an expenditure o~ ~ 31.14 crore29
_ on 

execution of_ these twlo SHPs, suspended the work m June 2013 and smce 
then no action had been taken by the Company (October 2016) for 
restarting the work. Further, an expenditure of ~ 2.51 crore in respect of 
Mathauli SHP was i~curred from funds diverted from other project funds 
which was irregular. 1 · 

I 

Thus, deficient plannirlg. and execution of the SHP on the· part of the 
Company not only retldered the expenditure of.~ 31.14 crore unfruitful 
but also led to denial of intended .benefit of power capacity addition of 
8.80 MW for the State. 

1Ullllfruitft'11d ExpeJmdit1uure of~ 3.52 c:rore 

2.:Il..22 A paragraph Ion Barbal SHP relating to idle expenditure of 
~ 3.52 crore on Barbal 1SHP (1.6 MW) featured under Paragraph 4.B of the 
Report of Comptroller! and Auditor General of India on Public Sector 
Undertakings, Govemnient of Bihar, for the year ended 31 March 2014. 
Audit further observed I tpat the Company failed to take any initiative for 
restarting the work on Fhis SHP even though further four years had passed 
since the suspension ofi work in January 2012. As a result, expenditure of 
~ 3.52 crore incurred in ~espect of this SHP has become unfruitful as the entire 
civil works done so far tas water logged. 

Bfocking of publlic fmm.d of f 6.67 crore 

2.:Il..23 The Company !issued an NIT in June 2007 for construction of Escape 
Channel30

, Escape Reghlator31 and Cross Regulator32 for continuous water 
I 

supply to Dehri SHP. !The work for construction of Escape Channel was 
·awarded (May 2008) t0 the Contractor at a cost of ~ 1.17 crore with the 
scheduled date of cdmpletion being November 2008. The work for 
construction of Cross !Regulator and Escape Regulator was awarded to 
contractors in May 2008 and August 2008 for ~. 4.68 crore and ~ 4.56 crore 
respectively, the schedtlled dates 6f completion being November 2008 and 
September.2009. The wbrk of these projects was· stopped by the contractor in 
July 2013 for want of siie clearances, finalisation of drawings and stoppage of 
payment of bins of all bontractors by the Company in July 20B. However, 
after incurring an expen~iture of~ 6.67 crore, these projects were incomplete 
(November 2016) even though eight years from the date of award of the work 
order had lapsed. I 

Thus, deficient plannind and delayed execution of works resulted in blocking 
. I . . 

of public fund to the tune of~ 6.67 crore and also led to the failure to ensure 
continuous supply of iaterin SHP for uninterrupted generation of energy. 
No further action was taken by the Company to. revive the project 
(November 2016). I 

I 
29 Mathauli SHP- ~7.48 croJe and Bathnaha SHP- ~23.66 crore. 
30 Escape Channel is an arr~ngement whereby a channel is constructed to ensure continuous 

I 

supply of water in the SHfs for uninterrupted generation of energy by the SHP. 
31 Escape Regulator is a gate constructed on Escape Channel to regulate the flow of water 

into the river. I 
32 Cross Regulator ~eans a gate constructed on the main canal for the purpose of regulating 

the flow of water mto the ,canal. · 

I 
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In respect of Paragraphs 2.1.19, 2.1.21, 2.1.22 and 2.1.23, the Management 
stated (November 20 16) that Alternate Hydro Energy Centre (AHEC), 
Roorkee has been engaged (September 2016) for technical evaluation of these 
project . The Principal Secretary of the Department stated (January 2017) that 
the Report submitted by the AHEC, Roorkee, wa being examined and the 
Government's view on the technical evaluation of AHEC would be taken, by 
mid-February 20 17. The fact however remained that AHEC, Roorkee, was 
engaged by the Company after being pointed out by the Audit and final action 
is yet to be taken (January 2017). 

State Plan Funded Projects 

2.1.24 Under State Plan, four33 projects were sanctioned during the period 
2006-07 to 2012- J 3. The physical and financial progress of the projects as on 
March 20 16 is given in the Annexure 2.1.4 (e). 

It can be seen from Annexure that as against the receipt of funds of 
~ 74.84 crore, a um of~ 3 1.97 crore only had been incurred on these projects 
(June 2016). Two projects were incomplete and two projects were yet to 
commence (November 20 16) even though a period of three to eight years had 
elapsed since the year of sanction. 

The deficiencies noticed in execution of two projects are discus ed below: 

Renovation and Modernisation (R&M) work for Kataiya SHP 

2.1.25 The work relating to Renovation & Modernisation (R&M) of Kataiya 
SHP was awarded (August 2010) to a contractor for ~ 38.08 crore wi th the 
scheduled date of completion being February 20 12. 

Audit observed that the contractor could renovate on ly two of the four units 
of the said SHP and that too after an expiry of 18 months from the cheduled 
date of completion. So far (November 2016), an expenditure of~ 24.03 crore 
had been incurred on the project. It was seen in Audit that the contractor 
stopped (June 2014) the work as bills aggregating to ~ 5.30 crore remained 
pending with the Company. Failure of the Company to pay the contractors bill 
was mainly on account of inadequate funds which could be attributed to 
irregular diversion of funds(~ 8.8 J crore) from this project to another projects. 
Thus, despite having incurred an expenditure of more than ~ 24.03 crore, no 
further action had been taken by the Company to revive this project 
(November 2016). 

The Management stated (November 2016) that issue were being examined 
and further action wou ld be taken accordingly. 

33 R&M of Koshi Hydel Project, preparation of DPR for Dagmara Hydro e lectric project, 

System improvement of power evacuation of all projects of Sone canal and Escape 
Channel for Yalmikinagar. 
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benefit of targetted 
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the State 

Chapter II- Performance Audit relating to Government Companies and Statutory Corporation 

Delay in finalization of DPR of Dagma ra Hydro E lectric Project 

2.1.26 Matters re lating to Dagmara Hydro Electri c Project (OHEP) 
(130 MW) highlighting avoidable expenditure of~ 1.50 crore due to fa ilure of 
the Company to verify the international issues associated with the said project 
and awardin g of work for preparation of DPR in contravention of Central 
Water Commission (CWC) Guidelines featured under Paragraph 4.8 of the 
Report o f the Co mptro ller and Auditor General of India on Publ ic Sector 
Undertakings, Governme nt of Bihar, for the year ended 3 1 March 201 3. 

Audit further observed that the DPR so prepared after incurring an expendi ture 
of ~ 7.94 crore was pending with the Central Electric ity Authority (CEA) 
since February 201 2 which was not approved by C EA because of as urances 
sought by the CE A to reduce the project co t (~ 1795.55 crore) and tariff 
(~ 3.0 I per unit) . The Company made (March 201 3) a proposal to CEA to 
bring down the co t o f project by apportioning the project co t to fl ood 
protecti on measure . The re imbur e ment of the apportioned cost was to be 
obtajned from the W ater Resources Department (WRD), Government of 
Bihar. Afte r a period of three years, the Consultant of the Compan y submitted 
(June 2016) the revised cost of project aggregating to~ 2384.43 crore w ith the 
tariff of ~ I 0.66 per unit. The co t to be apportioned to the flood control 
measures in the revised cost was envi aged to be ~ 41 4.77 crore. However, the 
Company fa iled to obtain the a surances from the WRD regarding the 
re imbursement of the apportioned cost of ~ 414.77 crore so far (November 
2016). A. a result, the DPR of Dagmara proj ect is yet to be approved by CEA. 

Thus, failu re, on the part o f the Company to obtain the approval of the said 
DPR from CEA had not on ly resulted in escalation of project cost from 
~ 1795.55 crore to ~ 1969.66 crore (excluding flood pro tection measures 
cost), but also led to the failure in augmenting the power capacity in the 
state by 130 MW. 

Audit also observed that the Company incurred an interest obligati on of 
~ 6.72 crore on ~ 11 crore received for the preparation of DPR for the project 
upto June 20 16. 

The Management stated (November 20 16) that approval of DPR of Dag mara 
project was pending at C EA due to high project cost. As per the d irection of 
CEA, co. t apportionment had been done and cal culation had been submitted to 
C EA, which was under examinati on. The reply o f the Company, however, was 
silent on the failure o f the Company in obtaining as urances fro m WRD 
regarding the reimbu rsement of the apportioned cost, fo r it had an impact on 
project cost and tariff per urut, which was the bas ic requi rement put forth by 
the CEA for approving the project. 

tory Failures 

Insufficient environmental clearances 

2.1.27 Sections 25 and 26 of the Water (Prevention & Control of Pollution) 
Act, 1974 as well as Section 2 1 of the Air (Prevention & Control of Pollution) 
Act, 198 1, inter alia, provide that any industrial plant o r processes wi II not be 
established and no plant would discharge and emit an y effl uent in the water or 
in air in excess of the prescribed standard without obtaining "Prior Consent-
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· to....:.Estabhsh and Consent-to-Operate" from the Bihar State PoUution Control 
Board (BSPCB). 

Audit observed: 

" The Company was operating 13 SHPs commissioned with installed power 
generation capacity of 54.30 MW but none of these projects had obtained 
"Consent-to Operate'' from the BSPCB. Further, there was nothing on 
record to show that . the Company had taken any action to obtain this 
"Consent-to-operate',. from BSPCB. 

ei 16 SHPs having a generation capacity aggregating 35.30 MW were under 
various stages of construction. Though, "Consent to Establish" were 
obtained from the BSPICB to es_tabhsh these projects, the said NOCs were 
valid only for a period of one or two years. These "Consent to Establish" 
had expired a long back (September 2011). The Company, however failed 
to take any action for their renewal so far (November 2016). 

Thus, the Company was operating 29 projects without obtaining "Consent-to­
Operate/Consent-to-Establish". Disregarding the provisions of environmental 
legislation rendered the Company vulnerable to penal action. 

The Management stated (November 2016) that action was being taken to 
renew permission/ NOC on regular basis. However, no records were produced 
to audit in support of this contention. 

· CileaIDl Devefopmennt Mecl!nanftsm 

2.1.28 A paragraph on Clean Development Mechanism featured under 
.IPa.lf'aglf'aph No. 3.2«D of the Report of Comptroller and Auditor General of 
India (Commercial), Government of Bihar, for the year ended 31March2010. 
To save the earth from Green House Gases (GHG), a number of countries 
including India signed the Kyoto protocol (Protocol), which was adopted 
(December 1997) in the third Conference of parties to the United Nations 
Framework Convention on Climate Change (UNFCCC). The UNFCCC had 
set the standard level of carbon emission allowed-for a particular industry or 
activity. ff an entity emits less carbon than the standard fixed by UNFCCC, it 
gets credit for the same. The bookings of such saving of GHG are called 
purchase of Certified Emissions Reduction (CER), commonly caUed carbon 
credits. This whole system is named Clean Development Mechanism (CDM). 

For sale of CER, a power plant l.s required to be registered as a CDM project 
· with UNFCCC. The power plants that commenced operations on or after 
1 January, 2000; were eligible for registration by submitting the request with _ . 
the Ministry of Environment and Forest (MoE&F), Government of India .. · . . . 

Audit observed that the Company did not take any action for registering its • .· 
SHPs plants with UNFCCC through MoE&F. ·This resulted in failure of the 
Company to sell 30484.5934 CER earned by the Company from nine projects -
valued at~ 6135 lakh. 

34 38105.74 MWH generated X 0.8 = 30484.59 CER 
35 30484.59 CER X ~ 200 = ~ 60,96,918 
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The Management stated (November 20 16) that necessary action was being 
taken . 

Monitoring and Internal Control 

2.1.29 Inte rnal control system is a management tool used to provide 
rea onab le assurance that management objecti ves are being achieved in an 
efficient, effective, and orderly manner. Be ides, there hould be a proper 
Management Info rmation System (MIS) to report on performance of the 
Compan y vis-a-vis the establi shed standard /norms. Review of lnternal 
Control System prevalent in the organisation revea led that: 

• The average tenure of CEO of the Company during the period under 
Perfo rmance Audit was less than one year. Frequent changes at the senior 
management level may be one of the main reasons for failure of the 
Company to formu late any Long Term/ Perspecti ve Plan/ Road map 
with clearly defined targets and goals to be achieved. Besides, the po t of 
FA- cum-CAO wa also lying vacant. 

• The Company fa il ed to devise a proper and efficient review procedure so 
as to ana lyse its financ ial, operational and generationa l activi ti es and take 
corrective measure on deficiencies noticed. Neither periodical review 
meeti ngs were he ld by the senior management nor an MIS system wa put 
in place. 

• Section 285 of the Companies Act 1956/ Section 173 ( I) of the Companies 
Act 20 13, inter alia, provide that at lea t four meetings of Board of 
Directors shall be he ld every year, in such a manner that not more than one 
hundred and twenty days shall intervene between two consecutive 
meeti ngs of the Board. 

As against this tatutory req uireme nt of four meetings of the Board of 
Directors , only two meetings were held in each of the years 2011 , 20 12 
and 20 13. Further, no meeting was he ld in 20 14 whi le only one meeting 
was held in 20 15. 

• Delegation of financial power o f the Company state. that Budget and 
Plan require the sanction/approval of the Board of Directors of the 
Company. The Company fai led to prepare the budget for the years 
20 14- 15 and 20 15-16. In ab. ence of budget, there was no budgetary 
control and the capi tal and operati onal expenditure were incurred during 
the e periods without the prior approval of the Board of Directors. 

• There was a dearth of manpower in the company as against sanctioned 
strength of 457, the actual men in position were on ly 162 (35 per cent). 

• The Company failed to renew/invoke 20 Bank Guarantees in respect of 
Mobi li sation Advances (MA) of ~ 4.02 crore made to the contractors. As a 
result, a sum of~ 2.96 crore on account of MA was still recoverable from 
the contractors. It was noticed that, the Company in violation of Central 
Vigilance Commi ion (CVC) Ci rcular (2007) in respect of release of MA 
in lieu of Bank Guarantees, re leased MA of~ 1 .77 crore to two contractors 
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in lieu of CorporaLe Guaranlee36 submitted by them. Failure by the 
Company to comply with CYC guideline , re ulted in a sum of 
~ 1.59 crore unrecoverable from Lhe conlraclor (June 20 16). 

• The Company failed to reconcile its Bank balances with balances as per 
ca h book for the lasl four year . The la t Bank Reconciliation SLalement 
(BRS) of the Company's Bank Account. wa prepared in 20 11 - 12, 
wherein large numbers of un-reconciled balances for previous eighl years 
were high lighted. A on 31 March 2016, un-reconciled difference of 
~ 13.37 crore between balances as per bank statements and cash book in 
respect of 13 bank operated by the Company were ob erved. Thi 
required reconciliation and differences needs to be inve tigaled. 

• Paragraph 8 of Schedule II (Special Lerm and conditions) of sanction letter 
of NABARD, inter alia, slipulaled thal the Company shall maintain 
separate Accounts of projecL expenditure. However, the Company fa iled to 
do . o as a result of which diversion of project fund lo another projects 
was noticed in the Company. 

• The Company fai led to maintain proper records howing full particulars, 
including quantitati ve detai ls and ituaLion of fixed as et . Beside , a 
ystem for periodical physical verification of Company' as ets was also 

noL being practiced in the Company. 

• The Company did not have its own Internal Audil Wing. A firm of 
Chartered Accountants appointed for Internal AudiL of the Company was 
merely certifying the compilation of Accounts and did not undertake any 
technical I propriety audit of the Company. 

The Management accepted (November 20 16) the audit ob ervation. 

The Audit findings on the Performance Audit of the Company were reported 
(August 20 16) to the Government, reply is sti ll awaited (November 20 I 6). 

Conclusion 

Audit concluded that: 

• The Company could not ensure availability of water to its Small 
Hydroelectric Projects from the Water Resources Department. 
Adequate water for operation was not available for 39 to 66 per cent of 
the available hours during the period 2011-16. Further, the Company 
failed to construct escape channel to ensure availability of water to 
plants during canal closure period. The unavailability of water for such 
prolonged hours resulted in drastic reduction in power generation and 
increased generation cost. Consequently, operation of these plants is 
unlikely to achieve the targeted Plant Load Factor of 30 per cent and 
Break Even Point of cost of sales. 

36 Corporate Guarantee re fers to an unde rtaking g iven by the contractor him~elf to ma1'e good 
the payment o f mobilisation advance made to him. 
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I 

© The powelt" genelt"ati~l!Jl cost per unit rangeidl between f 8.13 pell" umiitl: lilll!Jlidl 
~ 12.36 per 11.llllllit d~ll."iil!Jlg the pelt"iiod 2011-16. Howeve:r, tllne C([])IDJPllillllllY 
sold power to tjISCOM_s at the Bihar Ellectll"idty JRegll.llll21l:([])Iry 
Commission (BER<p 2pproved rate ([])f ' 2.49 pell" ll.llmt idlll.ll.ll"iillilg tllne s:ailldl 
period. The sale prlice of the Company was . even less tl:hallll tl:llne average 
Power Pllllrcllnase cJst of!:' DISCOMs which was f 4J .. 2 pell" umntl: Jfoll" the 

- I . 
period 2015-16. I . . 

o The Company iilllClU.ll"ed a revenue loss ranging from f 5.(())4 per 1l.llllilntl: fo 
I 

"9.87 per ul!Illit duri1111g 2011-16. The Company sold 213.14 MUs dl1l.llirnllilg 
the period 2(())11-16/ resu!ting in fosses of ~ 147.66 croll"e. Tllne BlERC 
approved tariff rat

1

es lt"emained constant dull"ing 2011-1(()) as tllne 11:1illrnff 
petition was not s~lnmtted by the Company since 201@-U dl1l.lle to lits 
failure to finalise ~he Annual Accounts since 2001-02. JHI((])wever, tl!ne 
power generation c~st of the Company increased during 20U.-16 as J1ts 
major element, t~e interest cost on _ brnrrnwings, ii.nc:rre2sedl f.ll"om 
47.52 per cent in 2911-12 to 61.39 per cent in 2015-Hi lilll!Ull irllm~ 11:((]) 

decrease in power gener2tion. 

® The inaction on the~ part of the Company on Pre-feasibillllty IRep~irlt alIJl({i 
Detailed Piroject Reports, delay in approval of drawings, iillllcrease iiJIB. tllne 
Bill of Quantities aIDid revisic:m. in cost thereof without priioir app.ll"((])Vall ((])f 
the competent authbrity and diversion of funds to other projects Iledl to 
time and cost overrhns of the Capital works. 

I 
® Suspension of construction of projects since. December 2~12/J1l.lllly 2013 

led to blocking of/ funds and the civil structures of tllne projects sG 
created were exposed to nature leading to deterioratiollll nl!ll tllneiill" 
physical condition. IBesidles, the plant and machinery instaUied illll these / 
incomplete projec~ and the electro-mechanical materiaHs lying alt tllne 
site/godowns were also prone to obsolescence/damage anidl theft. 

e The top ManagemJnt of the Company failed to :review tllne ([])pe:rratiiollllall 
and financial . peJ'ormance . of the Company through pe.ll"iiodllic2Il 
meetings/ Board M~etings as per statutory requirement. 

@ In. view of the una~1
1ailability of water to the plants and theilr ([]))Jlleratftoltll 

at abysmally low PLF, the operational cost of the pilants well"e 
abnormally high. ~s the tariff for the power generated! remaii1IDea:ll 
unchanged, the Co~pany suffered continuous losses during the peirfodl 
2011-16 and the operation of the plants of the Company under tllne 
present condition i~ commercially unviable. The poor situatl:io1!11 of the 
Company would c~ntinue even if the Company succeeds ihm ens1lll:rril!llg 
the approval of its tariff from BERC at par with the prevaililllg avernge 
Power Purchase coJt of DISCOMs.· 

I 
' 

I 
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Recommendations 

Based on above conclusions, Audit recommends that: 

• The State Government should make efforts to get continued supply of 
required quantity of water so that the plants could achieve a PLF of 
30 per cent. The State Government should also review the 
functioning/operation of the plants in the State to make it 
commercially viable. 

• The Company should take appropriate measures to liquidate the 
arrear of Annual Accounts, comply with the BERC's instructions to 
get its tariff approved and restrict the operational expenditure. 

• The Company should endeavour to increase the generation 
performance of its plants and improve Plant Load Factor by 
mitigating Plant Outages through proper and timely repair and 
maintenance of machines, construction of escape channels and redress 
the problem of grid failure through effective power evacuation system. 

• The Company should initiate action to avoid delays in pre execution 
activities such as approval for Pre-Feasibility Report, DPRs, 
drawings, etc. so that time and cost overrun of projects could be 
avoided. 

• The Company should strengthen its monitoring mechanism by 
conducting Board meetings as per statutory requirements. 

46 



2.2 Performance Audit on Bihar State Electronics Development 
Corporation Limited 

Executive 

Bihar State Electronics Development Corporation Limited (Company) was 
incorporated on 2 1 February 1978 with objectives to promote and develop 
Electronic Industry in the State of Bihar. The Company was under the 
Administrative Control of Department of information and Technology (OTT), 
Government of Bihar (GoB). 

The Company, during the period 20 11 - 12 to 20 15-16, concentrated its 
activities mainly on the execution and maintenance of Information Technology 
(IT) related projects in Bihar on behalf of variou Department of Government 
of Bihar and State Publ ic Sector Undertaking (PSUs). During the period 
under the Performance Audit, the major IT projects undertaken by the 
Company were Bihar State Wide Area Network (BSW AN), Common Service 
Centres (CSC), e-Distri ct, State Services Delivery Gateway (SSDG), State 
Data Centre (SOC), Secretariat Local Area Network (SecLAN), Information 
and Communication Technology at Schools (JCT at School ), National Land 
Record Modernisation Programme (NLRMP), e-Public Distribution System 
(e-PDS; pi lot phase), Bihar Revenue Administration Intra Net-Data Centre 
(BRAIN-DC), e-Shakti, Comprehensive Trea ury Management Information 
System (CTMIS), Modernisation of Prison (MoP-phase I) and Computer 
Aided Learning (CAL). 

During the Performance Audit period, the Company had undertaken 35 IT 
related projects and ervices out of which 28 projects were completed. 

Financial Management 

The Company fai led to incorporate Central Vigi lance Commission (CVC) 
Guidelines relating to Mobilisation Advance in the agreements for execution 
of IT Projects which resulted in irregular advances aggregating to 
< 16.64 crore to the vendors in re pect of three projects. 

The Company, in undertaking the project Information and Communication 
Technology at Schools (JCT at Schools) failed to surrender surplus project 
funds amounting to < 32.89 crore to the Human Resource Department, 
Government of Bihar, despite the fact that the project commenced in July 2007 
and was completed in July 2015. 

The Company parked funds in saving bank account without availing auto 
sweep facility, resultantly suffering a loss of interest income amounting to 
< 5.01 crore. 

Project Planning 

The Project Planning of the Company was deficient as it did not frame any 
timelines for the pre-tendering activities, as a result of which it took 30 months 
in preparing Detailed Project Reports (DPRs) of three projects (SOC, SSDG 



. Audit Report on Public Sector Undertakings for the year ended 31 March 2016 
•··?·. , .. __ T--.!S .. - .... -§ .. ;.~···t~ ... ,c11•4 rnr - ·~-··'·"'"·-· .. ·~·~' !! "'4- _,, ,_," - "5;_t;• .. :a ...... z.,..-··1P,,.~.-.· - Ii 

and BSW AN) and 22 months in finalizing the tender (SDC Project). Thus, the 
assigned projects were delayed considerably since a lot of time was spent prior 
to the execution of these projects on pre-tendering activities. Further, DKT in 
response to the questionnaire issued by audit stated that they were not fully 
satisfied with the execution of project by the Company. 

The Company failed to finalise the tender within the validity period of the bids 
and procured KTmaterial worth ~ 2.43 crore in piecemeal which could not be 

. installed so far (November 2016) and were lying idle. Further, in response to 
the questionnaire issued to the DIT to assess whether the objective of the 
project as envisaged was achieved, it was replied by the DIT that the same was 
not achieved· as the project could not be completed by the Company. 

Execution of 11' Pirojects and other activities 

Execution works relating to three projects involving a total value of 
~ 26.78 2rore was awarded to vendors without inviting tender in violation of 
the Bihar Financial Rules. Similarly, the Company in violation of the CVC 
Guidelines awarded the work of providing c consultancy services in seven 
projects worth ~ 9.08 crore on a nomination basis without assigning any 
justification/reason on record. 

The execution of BSW AN, e-PDS, SDC, KCT at schools and CAL projects 
were found to be deficient which resulted in loss/avoidable excess expenditure 
aggregating to ~ 6.35 crore and the IT equipments were lying idle. 

Due to delay in implementation of e-payment facility in e-Tendering Project, 
Tender Processing Fee (TPF) of the Company aggregating to <' 11.91 crore 
could not be realised tiU date (November 2016). 

Monitoring and lntemal Cont/fol 

Out of 244 schools established by the vendor in 16 Schools, the Computer 
Center under Computer Aided Learning (CAL) programme could not get 
operational due to theft of aU hardware. Further,' BEP (user Department) in 
response to the questionnaire issued by audit also stated that their objective 

. was not fuHy achieved. n was filsostated by the BEJP that the cases of theft of 
equipment were not properly managed and that these locations were not made 
re-operational.by the Company. 

The assets worth< 15.09 crore so created were i:iot handed over to the District 
e-govemance society till November 2016. Thus, due to ineffective monitoring, 
flow of the benefits from the expenditure so incurred was not ensured by the 
Company. Further, DIT in response to the questionnaire issued by audit stated 
that the project was not managed efficiently by the Company as Final 
Acceptance Test of Gaya District was not completed and the project was not 
operationalised. 

Monitoring and futemal Control mechanism of. the Company was deficient 
and there was an over dependency on the Consultants for execution of IT 
Projects. Failure of the Company to adhere to the agreements resulted in 
avoidable excess expenditure of< 1.16 crore on account of payment made to 
the Consultant 

L 
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2.2.1 Bihar State Electronics Development Corporation Limited (Company) 
was incorporated on 21 February 1978 with the main objectives to promote 
and develop Electronic Industry in the State of Bihar and to undertake 
activities considered necessary for its growth, viz., to manufacture, buy, sell , 
import, assemble, distribute, repair, exchange and deal in all types of 
electronic equi pment, tool s, machinery, instruments and appliances. The 
Company was under the Administrative Control of Department of Information 
and Technology (OTT), Government of Bihar (GoB). The Department issued 
(2011 ) an Information and Communication Technology Policy (ICT Policy 
20 11 ) with the objective to provide guidelines for enabling the development of 
IT services and e-govemance in the State. Paragraph 5.3.6 of the policy, inter 
alia, provided that the Company, wou ld form Joint Ventures with private 
agencies with a view to facilitate e-Governance implementations and 
rendering IT service . The Company, during the period 201 1-12 to 2015-16, 
concentrated its acti vities mainly on the execution and maintenance of IT 
related projects in Bihar on behalf of various Departments of Government of 
Bihar and State Public Sector Undertakings (PSUs). 

The Company, apart from execution of the IT project , is also the State 
Procurement Agency and procures IT related products on behalf of various 
Government Departments/ Agencies/PSUs. It also prov ides IT manpower 
(Programmers, Data Entry Operators, etc.) to various Government 
Departments/ Agencies/PS Us when requisitioned by them to do so. Further, the 
Company also prov ide fac ility for hoisting e-tenders to various Government 
Departments/ Agencie /PS Us in Bihar. The Company, for carrying out the 
designated work, charge upervision and service fees as per rates fixed by the 
State Government. 

During the period under the Performance Audit, i.e., 20 11 - 12 to 2015- 16, the 
major IT projects undertaken by the Company were Bihar State Wide Area 
Network (BSW AN), Common Service Centres (CSC), e-District, State 
Services Deli very Gateway (SSDG), State Data Centre (SDC), Secretariat 
Local Area Network (SecLAN), Information and Communication Technology 
at Schools (ICT at Schools) , National Land Record Moderni ati on Programme 
(NLRMP), e-Public Distribution System (e-PDS; pilot phase), Bihar Revenue 
Administration Intra Net-Data Centre (BRAIN-DC), e-Shakti, Comprehensive 
Treasury Management Information System (CTMIS), Modernisation of Prison 
(MoP-phase I) and Computer Aided Learning (CAL). During the Performance 
Audit period, the Company had undertaken 35 IT related projects (including 
five projects of NeGP) and ervices out of which 28 project were completed. 
The objecti ves of these IT projects are given in Annexure-2.2.1 . 

The Management of the Company was vested with a Board of Directors, 
comprising seven Directors including a Managing Director who, as the Chief 
Executive Officer of the Company, was responsible for conduct of the affairs 
of the Company. He was assisted by General Manager (Planning & 
Development), Managers (Finance, Marketing, Administration, Project 
Implementation, Technology Co-ordination and Business Development) and a 
Company Secretary. 
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Audit and Meth 

2.2.2 The Performance Audit of the Company with respect to activities related 
to execution and maintenance of IT projects, e-tendering facility, IT related 
procurements and providing IT related manpower during the period 
2011-2016 was carried out from April 2016 to June 2016. Four IT projects1 

out of five under National e-Governance Plan (NeGP), execution and 
maintenance of nine2 (covering 30 per cent of the numbers of IT projects) out 
of 30 other IT projects assigned to the Company wherein expenditure incurred 
was greater than~ 10 crore were elected for detailed scrutiny. 

Further, out of 734 Purchase Indents for supply of variou IT related products 
involving a total amount of~ 85.27 crore, 33 Purchase Indents involving value 
of more than ~ 50 lakh aggregating to ~ 44.60 crore (52.30 per cent of the 
total value of Purchase Indents) were also selected for detailed scrutiny. 

Audit methodology included examination of the records of the Company as 
well as those of the Administrative Department, issue of questionnaire, 
consideration of reply of the Company/ Department in response to the audit 
notes issued, interaction with the Management and Department, etc. In order 
to apprise the Management with the audit objective , audit scope and 
methodology, etc., an Entry Conference was held with the Secretary of the 
Administrative Department who also held the charge of Managing Director of 
the Company on 31 March 2016. Further, to elicit the Company/Department's 
views on the audit observations, an Exit conference was held on 11 November 
2016. Company/Department's views on the audit observations have been 
incorporated in the Performance Audit Report. 

2.2.3 The performance audit of the Company was carried out to assess 
whether: 

• the Company managed its financial resources in an effective and efficient 

manner; 

• planning for implementation of IT Projects was carried out effectively and 
efficiently; 

• execution of the IT projects was carried out economically, efficiently and 
effectively; 

• activities relating to e-tendering, procurement of IT equipment and 
providing IT manpower to various Departments were carried out 
economically, efficiently and effectively; and 

• the Company had an adequate and effective monitoring/Internal Control 
System in place. 

1 BSWAN (AMC Phase), e-District, SDC and SSDG. 
2 MoP-1 , e-PDS(pilot phase),e-Shakti, CTMIS, SecLAN, NLRMP,ICT at School, Computer 

Aided Learning (CAL) at School and BRAIN-DC. 
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Audit Criteria 

2.2.4 The criteria to assess the audit objectives were drawn from the fo llowing 

sources: 

• Memorandum and Articles of Association of the Company; 

• Guidelines of the Government of India on National e-Govemance Plan 

(NeGP), State Government Guidelines for other State Funded Projects; 

• Directives of the Administrative Department/State Government; 

• Detailed Project Reports (DPR)/Request for Proposal (RFP)/ Agreements 

for execution of the project ; 

• Bihar Government Financial Rules, 2005, Statutory Applicable Acts and 

Rules; and 

• Central Vigilance Commission Guidelines. 

Audit 

2.2.5 The audit findings are discussed in subsequent paragraphs: 

2.2.6 Efficient Fund Management is a pre-requ1s1te for the success of any 
organisation. This also serves a a tool for effective decision making, ensures 
optimum utilisation of avai lable financial resources and favourable borrowings 
at favourable rates when needed. 

The main ources of funds of the Company were from the sale of IT 
equipment, project supervis ion and service charges. These funds were mainly 
utili sed for procurement of IT equipment and services, employee benefit 
expenses, operating and administrative expen es, etc. Apart from this, the 
Company also received fund for implementation of IT projects in Bihar from 
Department of Information Technology (DIT) and other Departments of 
Government of Bihar. 

Financial position and working results 

The financial position and working result of the Company during the period 
2011-12 to 2015- 16 are given in Annexure-2.2.2. Audit observed that: 

• The Company had been regi tering profits during the period covered under 
audit. However, the profitability of the Company declined from 
~ 18.41 crore in 2011-12 to ~ 13.31 crore in 2015- 16. The said decline was 
because of a Government order (August 2012) directing the Company to 
credit the interest earned on unutilised project funds to the re pective 
Project Accounts. Consequently, the Company had to di spense with the 
earlier incorrect practice of accounting for the interest earned on the 
unutili sed funds for various projects as its own income. 
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• Reserves and Surplus of the Company increased from ~ 24.32 crore in 
2011- L2 to ~ 51.45 crore in 2015- 16. The Company, notwithstanding huge 
reserves and urplus, failed to effectively utilise them for either servicing 
the debts and/or for bu iness growth. The Company failed to service its 
unsecured loan availed from the Government of Bihar at a rate of 
15.50 per cent per annum. The interest li ability on a loan of ~ 6.00 crore 
had ballooned to ~ 25.54 crore upto March 20 16. 

The Management on the issue relating to repayment of Government Loan 
and interests thereon from Reserves and Surplus, tated (November 20 16) 
in the Exit Conference that a proposal to increa e the Authorised Share 
Capital of the Company was in the offing and if approved by the State 
Government, the same would be utilised to increase the Capital base of the 
Company. 

• Out of ~ 35.0 l crore receivable from various Government 
Departments/parties upto March 20 16, a sum of ~ 3.65 crore was being 
carried over since 201 l -12. Similarly, out of ~ 10.38 crore given as 
advance to various parties upto March 2012, a sum of ~ 6.48 crore had not 
been adjusted/recovered till March 20 16. Audit noticed that neither 
age-wise analysis of the receivables/advances was maintained nor balance 
confirmation was fou nd on the records. In the absence of the e 
informations, the recoveries/adjustment seemed doubtful. 

Receipt and Utilisation of Funds 

2.2.7 The detail of funds received by the Company during the period 20 11 - 12 
to 2015- 16 and their utili sation is detailed in the Chart No. 2.2. 1. 

Chart No. 2.2.1: Receipt and utilisation of funds 

Opening Bala.ace 
200 

100 210.4 182.2 
240.1 203.6 230.7 

125.7 116.9 
F unds receh·ed 200 82. 1 

100 190.6 
152.1 

Total 
400 

200 
336.1 372.8 322.2 320.5 382.8 

200 
89.8 96.6 

Expenditure 
100 

0 
153.9 132.7 118.7 

Closing Balance 
400 
200 

0 182.2 240.1 203.6 230.7 
286.3 

Percentage of so 
utilis.tion w .r .L 
available funds 0 45.8 

35.6 36.8 28.0 2 .2 

2011-12 2012-13 2013- 14 2014-15 2015- 16 

52 



I 

. - . I . . . . . 
Chapterllp Perfornu!_izce Au_d.;t relating to_ Government Companies and Statutory Corporation 

I 

It can be- seen from ~he ·Chart :No. 2.2.1 that the year-wise percentage 
utilisation of the available funds showed a declining· trend and ranged between 
25.22 and 45.79 per ceft of the available funds during the said period. Thus, 
low utilisation of fund, · · among other factors was responsible for low 
profitability of the Company during the same period. 

I 
Other observations I · . 

Surplus project fund not refunded to Government 

2.2.8 The surplus fundl if any, against a project should be returned to the 
concerned User Departtfient. Audit observed that:· · 

o For ir;.tplementing I th_e ICT Project ~t Schools, Human Resour~e 
Department, GoB provided funds ainountmg to ~ 85 crore to Company m 
April 2007. The prqject commenced in July 2007/March 2008 and was 
completed in July 2p15. However, the Company failed to surrender the 
unutilised funds of ~f 2.89 crore to the Human Resources Department, GoB 
because settlement or vendor's claim was pending. 

0 Similarly, in case o~ project on State Data Centre (SDC), as against the 
estimated cost of~. f3.89 crore, the Company had received~ 28.70 crore 
(till March 2015) from IT Department, Government of Bihar. The 
Company awarded I (March. 2015) .the work at a firm cost of 
~ 16.75 crore. However, the Company did not surrender the surplus fund of 

I . . 

~ 11.95 crore to the concerned Department (October 2016). 

The Management, in tJe Exit Conference stated (November 2016) that the 
surplus fund was not t~funded as issues like settlement of dues of vendors 

I 
were still pending. Further, the project accounts were still to be closed. The 
issue of refund shall be kddressed on the closure of the project accounts. 

I 
Idle Investment in Sub~idiaries/Joint Venture (JV) Companies 

I . 
2.2.9 As on March 2016, the Company made an investment of~ 9.28 crore in 

I 

seven Companies which were incorporated between the year 1980 and 1997 
out of which three w~re subsidiaries, and the remaining four were Joint 
Venture (JV) Companie~. 

Audit noticed that: 

0 Out of ~ 9.28 crore, ~ 8.19 crore was invested in two subsidiaries viz. 
Beltron Video System Limited (BVSL) and Beltron Mining System 

I . . . . 
Limited (BMSL). Although the Company filed a petition (2004) in the 
court for winding u~ of BVSL and BMSL, the same was turned down 
(2006) by the Hon'ble High Court, Patna, on the ground that the State 
Government in the! context of Bihar Reorganisation Act, 2000 was 
empowered to frame a scheme by virtue of section 3 of Inter-state 

I 

Corporation Act, (ISC) 1957, and accordingly, if the shareholders and the 
State Government ~e of the view that the Corporation was required to be 
dissolved, then steps as per ISC Act, 1957 was required to be taken. 
However, the ComJariy did not proceed further wlth the steps provided 
under ISC Act, 19571forwinding up of these companies and status quo was 
maintained till date Tctober 2016). 
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• The matter of Beltron Telecommunication Limited, a jo int venture of the 
Company, in which the company had made an investment of ~ 66.45 lakh, 
was pending before BIFR since the year 2002. 

• In case of inve tment in other four Companies, the Company had not taken 
any action viz. to review its long term investments and wind up these 
companies. 

Thus, inaction on the part of the Management led to the continued operation of 
these Companies which have fa iled to earn any returns for the Company. 

The Management stated (September 201 6) that these Companies had huge 
liabilities towards employees remuneration and litigation re lating to 
employees remuneration were pending. Further, the Government of Bihar had 
constituted (2003) a high level committee under the chairmanship of 
Development Commi ioner, Bihar, to take a decision on Companie that were 
not working. The Management also stated that they were reviewing all the 
long term investments with a view to wind up the e Companies. However, 
the fact remain that the Company failed to take effecti ve steps during the 
period 2011 - 12 to 2015- 16 to review its long term investments and wind up 
these companies. 

Loss on account of parking of funds in Savings Bank accounts without auto 
sweep facility 

2.2.10 Auto sweep fac ility refers to a facility provided by the Commercial 
banks on Sav ing Accounts as well as Current Accoun t wherein the banks 
treat the balance over and above the specified minimum balance as Term 
Deposit and accordingly provide higher rate of intere t thereon. In ca e of fund 
as and when demanded by the customers, the said Term Depo it automatically 
gets converted into normal deposits thereby en uring liquidity to the 
customers. 

Audit observed that the Company was operating four to fi ve avings bank 
accounts without the auto sweep facility during the period 201 2- 13 to 
201 5-16, wherein the minimum monthly balances ranged from~ 3.97 lakh to 
~ 30.89 crore. The Company fai led to safeguard its financial interest by not 
opting for auto sweep facility and thus lost an opportunity of earning 
additional interest income to the tune of~ 5.01 crore. 

The Management in the Exit Conference (November 201 6) stated that 
there was no instruction from the State Government in thi regard. However, 
since the issue raised by audit was a desirable financial management practice, 
a request to Finance Department, GoB, in thi s regard shall be made in 
due course. 

Failure of the Company to safeguard its financial interests 

2.2.11 Some of the instances wherein the Company failed to safeguard its 
financial interests are discussed below:-

• For Modernisation of Prison Securities (which included various works such 
as installation of video conferencing facili ty between Jail and Court, Close 
Circuit Television camera, hand held metal detector, walky-talky, baggage 
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scanner, etc.) in various j ails of Bihar, Home Department, Government of 
Bihar provided ~ 22.43 crore during the year 2007-08. The Company 
finali zed the tender and awarded (March 2008) the work order 
(~ 29.45 crore) wi th an increased cope of work in anticipation of approval 
of the increased cost by the Home Department. Further, a sum of 
~ 3.88 crore was a lso provided to the Company by the Home Department in 
respect of AnnuaJ Maintenance Contract (AMC), manpower, repairs, etc. 
As against the total available fu nd of~ 26.3 1 crore, the totaJ expenditure 
incurred by the Company as on March 20 15 stood at ~ 28.98 crore which 
inc luded ~ 1.87 crore from the Company' fund . Thus, fai lure of the 
Company in obtaining the approval of the Home Department and execution 
of the project with increa ed cost led to blocking of Company's fund to the 
tune of ~ I .87 crore. It was further observed in audit that the Company 
could not earn its agency charges valued at~ I .84 crore (seven per cent of 
~ 26.3 1 crore) on the project. 

The Management did not offer any comment on the above ob ervation. 

• In ca e of e-PDS project (roll out), the Company failed to safeguard its 
financial interests by not collecting the cost of DPR preparation in advance 
from Bihar State Food and Civil Supplies Corporation Limited (BSFC). As 
a re ult, the co t of preparntion of DPR amounting to ~ 25 lakh was sti ll 
(September 201 6) to be recovered by the Company. 

The Management tated (September 2016) that matter was taken up with 
BSFC to recover the cost of DPR preparation. The reply of the 
Management was not tenable since no correspondence to substantiate the 
reply furnished to audit was avaiJable on records. 

Irregularities in release of Mobilisation Advance 

2.2.12 As per the Guidelines is ued by Central Vigilance Commis ion 
(CVC), provis ion of mobili ation advance should essentially be need-ba ed 
and preferably the mobi lisation advance should be g iven in instalments. 
Further, in case of interest free mobi lisation advance, the recovery should be 
time bound and not linked with progress of work. 

Audit observed that the Company failed to incorporate the CVC guidelines 
relating to mobili ation advance in Master Service Agreement (MSA) as a 
result of which in three projects namely, e-Shakti Project, SOC Project and 
CAL project, advances ranging from 10 per cent of the project cost to 
90 per cent of the project cost were given a mobiJ i ation advance in one 
instalment. Further, in all the above cases, recovery wa linked to the progress 
of work which was in violation of CVC Guidelines. Thus, failure on the part 
of the Company to adhere to the CVC guideline , resulted in irregular 
mobilization advances being paid to vendors of the three proj ects aggregating 
~ 16.64 crore3

. 

3 e-Shakti project- ~ I 0.60 crore, SOC project - ~ 1.64 crore and CAL- ~ 4.40 crore. 
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Further, in case of an e-PDS project, an interest free mobilisation advance o f 
~ 98.85 lakh was provided (January 2014) to the vendor, which was adjusted 
in March 201 4. However, on request of the vendor, a sum of~ 73.56 lakh was 
returned (May 2014) to the vendor in violation of the CVC Guidelines which 
was irregular. 

The Management stated (September 201 6) that the mobilisation advance was 
given to vendors as per the term and condition of the MSA. However, 
compliance of eve guidelines with respect to deduction of advance will be 
ensured in all future projects. Further, in ca e of e-PDS project, the 
management accepted that the recovered MA wa refunded to the vendor on 
his request but the ame was done as per clause 1.2 of MSA. The reply of the 
Management was not tenable a c lause 1.2 of the MSA stated that the MA 
shall be adju ted against the invoices till the entire advance is adjusted. Thus, 
when the entire amount of MA was adjusted from the first bill itself, the 
refund of the same was irregular. This also resulted in undue favour to the 
vendor. 

Project Management 

2.2.13 The Company is an implementing agency of IT re lated projects 
formulated by Central Government and the IT Department, Government of 
Bihar. Further, the Company al so executes vari ous projects as and when 
assigned by various other Departments/PSU I Agencies of Government of 
Bihar. IT related projects executed by the Company during the period 2011 - 12 
to 2015- 16 were categorized under two heads viz. IT Projects implemented 
under Nati onal e-Governance Plan (NeGP), GoI and IT Project assigned to 
the Company by IT and other Departments/PSUs/Agencies of GoB. 

Project Management by the Company includes two major acti vities, i. e., 
(i) planning for project implementation and (ii ) execution and maintenance of 
IT projects. Project planning, which inter alia, include preparati on of 
Detailed Project Report (DPR)/Co t Estimate /Request for Propo als (RFP) 
for the concerned project, was outsourced by the Company to the Consultants. 
Implementation/Execution of the projects was done by awarding the work 
through inviting tender. 

Pro· ect Plannin 

2.2.14 Proper planning is imperati ve and indispensable for ensuring the 
successful execution of projects so as to avoid time and cost overruns. An 
Action Plan specifying time schedules for completion of different stages of the 
projects should be laid down to monitor the timely execution of the projects. 
Adherence to the project time lines is essential to avoid time and cost 
overruns, blocking of funds, delay in utilization of the project fund , etc. 
Besides, in order to maintain the availability/integrity of data of IT proj ects 
(Data Centres), Disaster Recovery (DR) mechanism/plan should be 
put in place. 
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Audit observed that for !carrying out the various project planning activities viz. 
preparation of DPR/co~t estimates/RFP, the Company was dependent on the 
Consultants. The Compkny did not have a mechanism to review the DPR/RFP 
prepared by the Consulthnt as a result of which deficiencies in implementation 
of various IT projects, n'amely, BSW AN, e-PDS and MOP-I projects remained 
unnoticed/unchecked in ltime, as are discussed in the succeeding paragraphs: 

© The Company did n<j>t frame any timelines for its pre-tendering activities. 
Audit observed that ih SD€, SSDG and BSWAN projects (in installation of 
connectivity points), it took almost 30 months from the date of assignment 
of project (October 2008) to accomplish the preparation of DPR, RFP and 
other preparatory wo~ks. Besides, the Company took 22 months to finalise 
the tender and award\ the work relating to SDC project. Thus, the assigned 
pro~ects we:e delayef considerably even prior .to the commencement of 
theII execution. 1 . , · 

I 
The Management, wqile accepting the fact stated (September 2016) that in 
case of SDC project, I the delay was mainly due to delay in constitution of 
tender evaluation committee. In case of SSDG project, the delay was 
mainly due to preparation and finalisation of RFP which involved 
co-ordination betweeh variou.s departments. In case of BSW AN project, 
delay was because of ~he modification of RFP. 

The reply of the majagement confirms the audit. observation about delays 
in commencirig these ~rojects. Further, DIT in response to the questionnaire 
issued by audit state~ that they were not fully satisfied with the execution 
of project by the C{mipany, as the Company inordinately delayed the 
completion of the projects assigned to it. 

I . . . . . 
0 The Company executyd the work of two data Centres (SDC in March 2015 

and BRAIN-DC in !March 2010). The. CoII1pany, however, failed to 
forniulate any DR plan/policy while formulating the scope of work for 
these two data centre! projects. As a result, these data centres were being 

I . . . 

operated without any Business continuity and disaster recovery plan. Thus, 
the data stored in the~e data centres were vulnerable to risks of data loss in I . . . 
case of any contingeney. 

I . ' .· 
. . 

The Management in the Exit Conference accepted (November 2016) the 
observation and stated that the backup of data are stored in tapes and kept at 
.safe place and also thdt a DR site was under preparation at Gaya. 

Additional financial burken ~n State Exchequer . 

. 2.2.15 .. The BSW AN Jd e-district Projects (,under N eGP) was funded by the 
Government of India. As! such, while preparing the det~led scope of work ~nd 
cost estimates, it was incumbent upon the Company to mclude an the reqmred 
components in the estifuates sent to the Government of India (GoI) for 
approval. Audit observed\ that: 

I 
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• To bring all government departments and o ffi ces under one network. the 
BS W AN Project was completed in April 20 I 0 as a connect ivity backbone 
for a ll IT projects in Bihar. Under the project, State Headquarters (SHQ), 
District Headquarters (DHQ) and Block Headquarters ( BHQ) were to be 
provided with network fac ility. Audit noticed that the Company while 
formulating the estimates in respect of BSW AN project did not include all 
the offi ces under the said network. As a result, 77 BHQ were no t included 
in the cost estimates sent lo Go l for approval. Since separate connecti vity 
point for these o ffi ces was essenti al, therefore, a proposal for installa ti on of 
connecti vity point at 140 places including these 77 BHQs at a cost of 
< 25. 17 crore was approved (November 201 5) which was to be funded by 
DIT , GoB. Since funding for NeGP by Go! was I 00 per cent, thus, a sum 
o f< 13.84 crore incurred for providing connecti vity point to the e 77 BHQ 
from State governme nt funds was an additional fi nancial burde n on the 
State exchequer. 

The Management in the Exit Conference accepted (November 20 J 6) the 
audit observation regarding additional financial burden lo the slate 
exchequer on these 77 BHQs under the BSW AN project. 

• As per the NeGP G uide lines for e-districl project, selecti on of 
Implementation Support Agency (ISNConsultant) was lo be done from the 
empanelled list of Consultants of the Department of E lectronics and 
Information Technology (DEITY), Gol. However, the Company selected 
(December 2008) a Consultant who was not empane lled and paid a sum of 
< 2.2 1 crore lo the Consultant. The Company requested the reimbursement 
of this amount incurred on consultancy work from DEITY which was 
turned down by DETTY because the consultant hired was no t fro m the lis t 
o f empane lled Consultants of DE ITY. As a re ult, the expenditu re on 
account of consultancy charges had to be borne by the State Government. 
Thus, se lection of Consultant in violation of NeGP Guidelines resulted in 
additional financial burden o f< 2 .2 1 crore to the Stale Exchequer. 

The Management stated (September 201 6) that Consultant was selected for 
e-district project in accordance with the provision of e-d istrict G uide lines 
which in1er-alia sta ted that State may choose to undertake the task of 
project monitoring through a state agency capable of prov iding such 
support and in such case, the funds for Consultant earmarked fo r the project 
can be used engaging its own state agency. 

T he reply of the Management was not tenable as the consul tant engaged 
was not approved by the DEITY and therefore the cost was not reimbursed. 

• For enhancement of the performance of services in e-district (pi lot) project. 
a DPR/RFP was prepared (January 201 3) by the Company fo r 
procurement/i nstallation of fo ur addit ional ervers w ith necessary 
peripherals/operating system. Department of IT, GoB accorded 
administrati ve approval for the same in February 20 13. Audit observed that 
the Management fa iled to fina li se the tender within the va lid ity period of 
the bids and procured these items worth < 2.43 crore in piecemeal. 
However, since the project was c losed in June 20 14, materia ls worth 

< 2.43 crore could no t be installed so far (November 20 16) and were 
lying idle. 
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The Management whil e accepting the facts stated (September 20 16) that 
servers and other equipments purchased by the Company would be used for 
S tate wide roll out phase of e-di stric t project. 

The reply of the Management was no t tenable as ro ll out phase of e-distri ct 
was yet to be fin ali sed (October 20 16) and IT assets of~ 2.43 crore were 
lying idle since August 20 14. Further, in response to the questi onnaire 
issued to the DIT to assess whether the objecti ve of the project as envisaged 
was achieved, it was replied by the DIT that the same was not achieved as, 
the project (pilo t phase) could not be completed by the Company. 

I Execution of IT Projects 

2.2.16 The Company executed IT projects of National e-Governance Plan 
(NeGP) a. well as IT projects assigned to it by various 
Departments/PSUs/Agencies o f Government of Bihar. eGP was fom1 ulated 
by the Department of In format ion Technology (IT), Government of India. The 
primary vision of eGP was to make all Government serv ices accessible to 
the common man in hi s locality, through common service deli very outl et and 
to ensure effi ciency, transparency and re liability o f such services at affordable 
costs to fu lfi l the bas ic needs. The States/UTs were vested with the 
responsibi li ty of actual impleme ntation of the programme. Apart from NeGP 
projects, the Company also undertakes various 1T re lated projects and services 
assigned by IT and other Departments, GoB . 

During the performance audit peri od, the Company had undertaken 35 IT 
rela ted projects (inc luding fi ve projects of NeGP) and services (28 completed 
and seven ongoing) invo lving a to tal cost of ~ 674.27 crore. Against these 
projects, a total fund of ~ 672.06 crore was received (March 20 16) out of 
which an ex penditure of~ 502.3 1 crore was incurred. The detail s of these IT 
projects are depicted in A 11 nexure-2.2.3 . 

From amongst the aforementioned 35 projects. 13 projects were selected for 
d~tai. l ed scrutiny. Out o.f 13 se l ect~d proj e~t s, five projects

4 
were c~mpleted 

w 1th111 the scheduled time and nme· projects were completed w1th111 the 
estimated cost. The irregulariti es observed in execution of these projects are 

di scussed below: 

Irregular award of work to vendor 

2.2.17 Rule 13 1 Z L (b) of Bihar Financial Ru le. (BFR), 2005 stipul ates that, 
a ll works and services havi ng an estimated value of above ~ 10 lakh should be 
awarded by inviting te nders. Audit observed that in vio lation of BFR, 2005, 
works relat ing to three projects va lued at ~ 26.78 crore

6 
was awarded to 

vendor without inviting tenders. 

4 BRA I -DC, CTM IS. CA L, ICT a l School, SccLAN. 
BSWAN. SS DG . SDC, MOP-I, CAL. ICT at School, Sec LAN. LRMP, e-PDS. 

" CTMI S (AMC Phase ) < 10.94 crore, BSWAN (AMC Phase ) < 5.20 crore and CAL 

< 10.64 c rore 
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The Management; in case of CTMIS project, stated (September 2016) that 
since the projects were developed and customised by the vendor as per the 
requirement of user department, therefore, the same vendor was considered till 
implementation of 'new software. In case of CAL Project, the Management 
stated that the vendor had . expertise in education sector and the user 
department too had accepted its proposal, and. therefore, a tripartite Mo U was 
signed. In case of BSWAN (AMC Phase), the Management in the Exit 
Conference accepted (November 2016) the audit observation and stated that 
the process of awarding AMC should have been initiated well before 
completion of project. 

The reply on CTMIS was not acceptable as on the completion of the scheduled 
period of operation, the AMC work should have been awarded by inviting 
tender. The reply on CAL project was also not tenable since invitation of 
tender for the project could have attracted competitive rates from experienced 
vendors which could have resulted in cost savings. 

Irregular Appointment of Cmzsultant 

2.2.:rn The CVC Guidelines (25 November 2002) 'on appointment of 
Consultant', inter-alia, state that (a) the selection of Consultants should be 
made in a transparent manner through competitive bidding and (b) the contract 
should incorporate clauses having adequate provisions for penalizing the 
Consultants in case of defaults by them at any stage of the project including 
delays attributable to the Consultants. This was further emphasised vide CVC 
order dated July 2007 based on Judgment of the Hon'ble Supreme Court of 
India arising out of SLP (Civil) number 10174 of 2006, which inter-alia, 
provided for awarding of Governmental contract only through public 
. auction/public tender in order to ensure transparency in the Governmental 
contracts as well as weed out corrupt/irregular practices. 

Audit observed that the Company in violation of the aforementioned CVC 
Guidelines, awarded the work (May 2007 to December 2013) of providing 
consultancy services in seven projects worth.~ 9.08 crore7 on a nomination 
basis which did not qualify as exceptional cases as per the CVC Guidelines 
and also without assigning any justification/reason on record. This was not 
only irregular.and against the Judgement of the Apex Court but also amounted 
to extension of undue benefit to the consultant 

The Management stated (September 2016) that BeST Limited was established 
as Special Purpose Vehicle (SPV) to provide technical assistance to Company. 
As per agreement with BeST Limited and decision of Board of Directors, 
consultancy works were awarded to BeST Limited. The reply of the 
Management was not convincing as the BeST Limited was a separate entity 
and therefore CVC Guidelines should have been adhered to while awarding 
the work to BeST Limited. Moreover, in absence of competitive bidding for 
selection of consultant, the Company could have been deprived off the most 
economical rates. 

7 MoP-1: ~ 1.91 crore, e-Shakti : ~ 2.54 crore, e-PDS (pilot) : < 0.33 crore, ICT at Schools: 
~ 2.51 crore, CTMIS: < 0.29 crore, SecLAN: < 0.38 crore and NLRMP: ~ 1.12 crore. 
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. . Ii 

BSWAN Project . i 

2.2.19 The BSW AN project was launched (October 2006) with the objective 
to provide connectivity! to all IT projects in Bihar. The project was completed 
(October 2008 to April 2010) in nine phases. The AMC (for repair, 
maintenance work and broviding manpower) of the last phase of the BSW AN 
project ended in March,2015. Audit observed that the Company granted verbal 
extension of AMC to tqe same vendor in March 2015 with post-facto approval 
in July 2015 under which, the vendor agreed to provide only manpower and 
not to meet the expense1s, if any, incurred towards repair of hardware. 

I 

Audit observed that as !against the 525 Point of Presences (PoP) envisaged in 
Service Level Agreenient (SLA), only 344 PoPs were in operation as on 
March 2015. The total payment made during the period April 2015 to July 
2015 by the Company to the vendor was ~ 5.20 crore for 525 PoPs. Thus, 
failure on the part of 1the Company to assess if the PoPs function and i.ts 
corresponding manpm~er requirements before making payments, resulted in 
unfruitful expenditure qf ~ 1.79 crore on account of payments made in respect 
of 181 PoPs that were not functional. 

I 
I The Management stated (November 2016) that a total of average 489 PoPs 

were live and rest 43 wbre not functional. 
I 

The reply of the Ma~agement was untenable for as per the third party 
Auditor's report whidh was quoted (July 2015) by the Secretary, IT 
department, GoB, only 1344 PoPs were operational as on March 2015 and 138 
PoPs were down. Further, in response to the questionnaire issued to the DIT 
regarding constraints e4countered in delivering the targets of the Department, 
it was stated by the IDIT that the objective of their project was partially 
achieved as the project kas not functional in all locations. 

I 

e-Public Distribution s1stem (e-PDS) project 

2.2.2d> e-PDS projeci was launched (April 2014) with an objective to 
streamline the functioni~g of Bihar State Food and Civil Supplies Corporation 
Limited (BSFC). It ~as to use tools of IT to address issu~s like 
leakages/diversions of food grains, challenges faced during procurement, etc. 
Under the project, 5341 floor scales to electronically measure and record the 
weights of the foodgrains were to be installed in BSFC godowns and 
calibrated with the system. Audit observed that out of total 510 floor scales 
delivered/installed (Jan~ary 2014 to March 2014) at a cost of~ 3.21 crore, 236 
floor scales ( 46.27 pe.r cent) worth ~ 1.49 crore were not installed and 

I 

calibrated with the e-PIDS system till completion of the project. This resulted 
in unfruitful expenditurb of~ 1.49 crore on account of payments made for 236 
uninstalled floor scales.I Thus, the Company had failed to apply due diligence 
in protecting the financial interest of user department. 

I 
The Management stated (September 2016) that no calibration issue has been 
raised by BSFC and theldelivery of these weighing scales were done as per the 
requirement of client. The reply of the Management was not based on facts 
·as the Final Acceptahce Test (FAT) report issued by the consultant 

I 
its~lf m~~tioned that 2316 floor scales were not calibrated and hence were not 
bemg utilised. i 
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State Data Ce1ntre (SDC) !Project · 

2.2.2:Il. SDC project was launched (October 2012) with the objective to 
provide efficient electronic delivery of Government to Government (G2G), 
Government to Business (G2B) and Government to Citizen (G2C) services 
through common delivery pfatform. As per the scope of work of SDC Project, 
a total of 42 applications of various Departments of Government of Bihar were 
to be hosted on the servers of SDC at a cost of~ 16.44 crore. Audit observed 
that even after lapse of one year of commissioning (March 2015), the data 
centre was only partially utilised as only 15 applications of 11 Departments 
were hosted. Further, three data server costing ~ 27.96 lakh was lying 
unutilised (November 2016) as no database/software of the User Department 
was installed. ',. . ':' 

The Management while accepting the fact stated (November 2016) that servers 
currently not in use would be put to use after the receipt of compatible 
applications. 

lC'JI' at Schools Pmject 

2.2.22 Information and Communication technology at Schools (!CT at 
school)· project was started (foly 2007 and February 2008) with a view to 
establish a computer laboratory with one server, 10 PC nodes, networked with 
printer and power backup facility like UPS and Genset and computer furniture. 
Under this project, the software to be utilized in each computer lab was to be 
provided by the Company to vendors. The Company made agreements (July 
2007 and March 2008) with vendors for supply of the software at concessional 
rate .. Audit observed that of the. software valued at ~ 68.97 lakh, software 
worth ~ 55.08 lakh was not utilized in the project and declared as surplus 
(March 2012) and was lying in inventory till date (October 2016). Thus, due to 
the failure of the Company to assess the actual requirements of applications 
software, the expenditure of ~· 55.08 lakh incurred on surplus software 
remained idle. 

The Management stated (September 2016) that software licenses were 
procured by the Company for ·!CT at schools on behalf of Education 
Department and the same software licenses were used by different vendors 
under this project. The reply of the Management is not tenable as software 
valued at~ 13.90 lakh was utilised only in March 2012, ·and software valued at 
~ 55.08 lakh was still lying in inventory tin date (October 2016). Further, the 
Management in.the Exit Conference accepted the audit observation and stated 
(November 2016) that a letter to the Departrrientto utilise the software shall be 
issued shortly; 

!Failure to levy Pe1nalty or deduct lliqzaidated Damages 

2.2.23 In case of all I'f projects implemented by the Company, agreements 
were entered into with the vendors wherein time· frame was fixed in the 
agreement for installation/delivery/operation of every component of project, 
failing which Liquidated Damages (LD) was to be deducted from the 
contractor's bill 

ifii2 
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I 

Audit observed that thelcompany failed to deduct LD and/or levy penalty for 
delay in completion qf the project by the vendor~ Thus, LD valued at 
~ 3.28 c:ore in respect! of four p~ojects8 we_re either _not deducted/levied or 
short levied by the Company. This resulted m extension of undue benefit to 
the contractor to the extbnt of~ 3.28 crore. 

i 
The Management in ca'se of SD.C project stat~d (September 2016) that the 
delay was· attributable ~o revision in scope of work and mismatch between 
technical solution and fctual setup. The reply of the Management was not 
based on facts as delay ?n account of change of scope was merely four weeks 
while the delay of 30 ieeks was attributable to .the vendor and therefore LD 
should have been deduqted. In case of SSDG, the Management accepted the 
observation and stated that deduction under LD would be considered at the 
time of final settlement\ of invoices. The management on e-PDS project did 
not furnish any specific teply to the audit observation on failure to deduct LD. 

I 
I 

Excess payment/expend,iture 

2.2.24 Being a nodal 
1 
agency for execution of IT Projects, the Company 

while making the paytnent to vendors should ensure due diligence and 
compliance with the prdvisions of agreement so as to avoid excess payment/ 
expenditure. Some of lthe instances of excess payment/ expenditure are 
discussed in the succeed~ng paragraphs: 

. . I 

• As per clause 1.20.1 [of the RFP for SDC project, the price quoted by the 
bidders shall be firm and final (inclusive of all taxes) and shall not be 
subject to any upwkd modification on any account whatsoever. The 
quoted price of succ~ssful bidder was ~ 16.~4 crore which was firm and 
inclusive of all taxes. Audit observed that the Company irregularly 
modified the agreertient by accepting to pay taxes over and above the 
quoted rate which res?lted in excess payment of~ 26.82 lakh. 

I 

The Management stated (September 2016) that taxes were paid on actual 
I 

basis as mentioned in: RFP volume- I Commercial and Legal Specification 
of SDC projects. The freply of the Management was not tenable as payment 
of taxes on actual basis in RFP Vol-I was provided on Operational 
Expenditure; The payment of ~ 26.82 lakh instead was made on Capital 

! 
Expenditure. ' 

• Under the Computer[ Aided Leaming (CAL). school project, a tripartite 
MoU between Bihari Education Project Council (BEPC), Company and 
Indian Leasing Finarnpe Services Education Technical Services (][LFSETS) 
was entered.into (1 FFbruary 2010) for installation of various equipments 
in 244 schools. As per the payment clause of the MoU, the upper ceiling of 
each unit of the cost [was fixed which included the cost of procurement, 
installation, monitoring, support, documentation, dispatch, etc. Further, the 
Company and its ~onsortium partner ILFSETS were to maintain 

: 

I 
I 

8 e-PDS: ~79.04 lakh, e-Shakti: ~ 1.27 crore, SDC: ~ 80 lakh and SSDG: ~ 42.10 lakh. 
I . 
I 
I 
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corresponding invoices in their office for further inspection. Audit 
observed that the Company did not exercise financial prudence and fa iled 
to compare the vendor's invoices with the payments released, as there was 
huge price difference in respect of K-yan, Genset and printer provided to 
the Company as given in Table No. 2.2.1: 

Table No. 2.2.1: Details of price difference in material 

Amount in (~) 

SI. Name of Cost per Cost per Di ff ere Total no. Excess in Total 
No Item unit as per unit as per nee per of uni ts percentage excess 

MoU invoice unit supplied 
01 K-YAN 107000 47233 59767 244 126 14583148 
02 Gen set 36000 30500 5500 244 18 1342000 
03 Printer 9000 4700 4300 244 91 1049200 

Total 16974348 

It can be seen from Table No. 2.2.1 that the price paid in respect o f the three 
aforementioned IT products was high and ranged between 18 per cent and 126 
per cent of the actual price as per tax invoices. Thus, fa ilu re on the par t of the 
Company to exercise financial diligence resulted in avoidable expend iture of 
~ 1. 70 crore. 

The Management stated (September 2016) that in absence of avail ab le 
documents pertaining to cost compari son against the agreed pri ces of 
equipments with the actual price, the Company was unable to submit detailed 
justifi cation of rates. The reply of the Management was not correct as the audit 
observation was based on the documents provided by the Management. 
Further, as per the MoU only the upper ceiling of the cost was defined and 
nothing prevented the management from applying principle of financial 
prudence by checking these costs vis-a-vis the actual cost. 

Further, as per MoU all the documents/vouchers were to be kept with the 
Company. 

Other activities carried out by the Company 

2.2.25 Besides the execution of the IT projects, the Company provides faci lity 
for hoisting e-tenders to various Government Departments/ Agenc ies/PS Us in 
Bihar. Further, being the State Procurement Agency, it procures IT related 
products on behalf of vari ous Government Departments/Agenc ies/PSUs and 
also provides IT manpower (Programmers, Data Entry Operators, e tc.) to 
vari ous Government Depru1mcnts/Agenc ies/PS Us if requi sitioned by the m to 
do so. Defi ciencies noticed in carrying out these acti viti es are discussed in 
succeeding paragraphs: 

e-Tendering Activity 

2.2.26 e-Tendering is the process wherein the physical te ndering activity is 
carri ed out online using the Internet and associated techno logy. T his provides 
real time bidding solutions for buyer and sellers. T he Tender Management 
Software helps both the buyers and the suppliers to reduce the cycle ti me, 
unnecessary pape r work, waiting in long queues and simultaneously maintains 
transparency in the e ntire process. For creation o f e-tcnderin g facility, the 
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Company awarded Lo] to the vendor in August 2008, Master Service 
Agreement (MSA) was! signed in April 2010 and the project was finally 

I 
declared commissioned ~FAT issued) in December 2012 by the Company. 

Audit observed that: 

s As per schedule 12 /of the MSA, if the bidder failed to complete the 
acceptance test withiri the time period specified in the implementation plan, 
the Company shall lev/1 y as liquidated damages, a sum of ~ 10,000 payable 
for each week or part thereof up to a maximum of ~ 50 lakh. Audit noticed 
that the project was delayed by four years from the date of issue of LoI, and 
more than two years[ from the date of agreement. Further, other module 
such as e-payment gJteway was implemented in April 2014 and e-auction 
was yet to be implerriented. However, since in MSA date of FAT was not 
mentioned, therefore[ no liquidated damages could be imposed by the 
Company. Thus, duelto deficient agreement, the company extended undue 
benefit to the vendor., 

The ·Management stJted (September 2016) that implementation plan was 
incorporated in MSAj with timelines. Further, the Management also stated 
that approval of the lproject got delayed from: Cabinet. The reply of the 
Management was not correct as date of FA 'f was not 
mentioned/incorporated in MSA on which LD ·was to be deducted. Further, 
delay attributed to th~ cabinet was also not correct as approval from cabinet 
was granted in June 2009 while the vendor completed the project in 
December 2012 afterl more than two years from the date of signing Master 
Service Agreement (:ty1SA) (April 2010). 

I 

• As per order of Goiemment (June 2009), the Company was required to 
collect tender processing fee (TPF)9 from the bidders. However, it was seen 

I -
in audit that the collection of Company's TPF was done by the tender 
issuing departments/ till March 2014 due to delay of 16 months in 
introduction of e-payment facility. Thus, due to delayed commencement 
(April 2014) of e-p~yment facility, TPF of ~ 11.91 crore could not be 
collected directly by jthe Company the same was still recoverable for more 
than two years from t

1
ender issuing Departments. 
I . 

• The Company did not take any action towards fixation of TPF for tenders 
floated without estiknated cost. In case of 299- tenders (876 bidders 

I - - -
participated) TPF was npt collected by the Company and in case of 837 
un-estimated tenders~ (2401 bidders participated), the company charged 
~ 1000 per bidder at ininimum rate on adhcic basis. 

I 
@ The e-tendering faci~ity was also deficient as it did not provide for off-site 

storage of back-up ~f data which was indicative of absence of business 
continuity and disastthr recovery plan. 

I 

9 to be paid by the tendere~s @ ~1000 per· tenderer for tenders valuing upto ~70 lakh, ~5000 
per tenderer for tender valuing more than~ 70 lakh and upto ~three crore and ~15000 per 
tenderer for tender valuing more than three crore. 

I 
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Procurement activity 

2.2.27 The Company ha been nomi nated as "State Purcha e Agency" 
for procurement and suppl y o f Information Technology related software, 
hardware, etc. on behalf of various Government Depa1tments. The Company 
receives seven per cent of the total value of procurement as its Agency 
charge. T he requirements from the cl ient Departments are received in the 
form of purchase indents. The details of Purchase Indents received by 
the Company duri ng the period from April 20 11 to March 201 6 are detailed 
in Chart No. 2.2.2. 

Chart No. 2.2.2: Details of Purchase Indents (Pl) received 

249 

100 

13 ..i 150 

101 100 
100 

0 

30.76 
JO 

20 17.39 
1-4 .80 

11.36 10 .96 
10 

0 
.... . .-. "T •r. \C 

,..~ .-. "T or. -..... M - c ...... .... . ,.., 

Year 

It can be seen from the Chart No. 2.2.2 that during the period fro m 
2011- 12 to 2015- 16, the procure ment acti vity of the Company ranged fro m 
~ I 0.96 crore to ~ 30.76 crore. The Company was dependant on vari ous 
user depa1t ments fo r carrying out its procurement acti vities. 

Aud it also observed that: 

• during 20 11- 16, the Company d id not pursue wi th client departments to 
purchase the required IT equipment from the Company. 

• the Company spent one to nine months in fin alising 15 Rate Contracts 
during the period 2011 - 12 to 201 5- 16. As a consequence of delay in 
fi nalisation of Rate Contract, the Company was constrained to purchase 
335 desktop computers va lued at ~ 1.32 crore on the basis of o ld Rate 
Contract even after the lapse o f one to seven months from the expiry of the 
validi ty period of the old rate contract. 
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I 

The Management stlted (Septemoer 2016) that· defay occurred due to 
various. reasons suchl as inadequate participation. of vendor, higher rate, 

. demand of excess time by vendors, etc. It was also stated that attempts were 
being made to finruisd the tender in time. 

(!) in respect of procureJent of 1087 desktops, the Company failed to compare 
I 

the rate of software/Qperating System (i.e. difference between L][NUX and 
Windows OS) with n:GS&D rate atthe time of finalising the Rate Contract 
and instead executedj the rate contract on a higher rate. This resulted in 
excess expenditure of ~ 42.41 lakh made by the Company which was 
avoidable. ! 

I 
The Management stated (September 2016) that the approved rate of the 
Company under rate !contract was less than the DGS&D rate of desktop 
computer. It was also stated that rate approved by the Company was 

I 

inclusive of all taxes but the DGS&D prices are not inclusive of the taxes. I . 
The reply of the Management was not tenable as DGS&D rates offered for 
eomparison by the hianagement . w,as for the computers made by HP 

I . 
whereas computers ~urchased by the company were made by Den and 
Wipro. . ! .... · 

I Supply of IT Manpower 

2.2.28 The Company also provides IT manpower viz. Programmers, 
Stenographers, Data Entry Operators,· IT personnel fo different Departments, 
undertakings, institutionk, associations, local authorities, etc. of Government 
of Bihar. To facilitate jits effective functioning, it. had created the Bihar 
Knowledge Centre (BKCT). BKC imparts training and conducts examination of 
registered candidates to lprepai:e a panel of successful candidates. BKC was 
managed by · a Consultant firm under an agreement executed between 

I 

Company and M/s BeS~ from 1 October 2010. The Company deployed its IT 
manpower to various Go

1
vernment Departments/ Agencies/PSU s from which it 

receives a specific fixeq amount alongwith contribution towards Employees 
Provident Fund (EPF)/Ifllhployees' State Insurance Corporation (ESKC) and 
service charges ranging from ~ 350 to ~ 550 per candidate per month. 

I 
Audit observed that 14990 out of 15921 registered candidates completed their 
training during the peribd 2010-14, of which only 6023 candidates (40.18 
per cent) were deplo~ed (December 2015) in various Government 
Departments/Agencies/ PSUs, leaving 59.82 per cent which were stiH to be 
deployed. ! 

,. 
I 
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Failure to comply with statutory provisions of EPF and ESIC 

2.2.29 The agreement relating to providing of IT manpower by Lhe four 
vendors10 on behalf of the Company, inter alia, provided that Lhe vendors 
would be re ponsible for compliance with various laws which had a bearing 
on the employment of personnel used by them for rendering service. on behalf 
of the Company. It also provided that the vendor shall submit the proof of 
deposit of Employee Provident Fund (EPF), Employee State Insurance 
Corporation (ESIC) contributions, etc. Audit observed that four vendors fa iled 
to deposit EPF and ESIC contributions amounting to ~ 5.4 1 crore during the 
period 20 I 1- 12 to 2015- 16. Thus, deficient monitoring on the part of the 
Company resulted in non-compliance with the statutory provisions relating to 
deposit of EPF and ESIC contributions. 

The Management tated (November 20 16) in the Exit Conference that FIR has 
been lodged against the defaulting vendors. 

[ Monitoring and Internal Control 

2.2.30 Monitoring at every tage of implementation of ProjecLs is essential 
for the Company to ensure that the quality of work executed is as per the terms 
of the contract. Thi. process should commence from the approval stage and 
continue during implementation and the post-completion stage. Monitoring of 
the execution work of IT projects of the Company is done by Consultants. The 
deficiencies observed in proper monitoring of the projects underlaken by the 
Company are discussed below: 

Working of Consultants 

2.2.31 For moni toring of IT project , the Company was totally dependent on 
Con ultants. Every acLi vity relating to implementation of IT project rang ing 
from projecl fo rmulaLi on. preparation of DPR, se lection of bidders, activities 
related with execuLi on, Final Acceptance Test, recommendation for payment 
to vendors, project monitoring, etc. were being carried out by consultanls. No 
mechanism existed in Lhe Company to review the working of the Consu ltants. 
Some in-egularities noti ced in the functioning of the consultants are given 
below: 

• For providing consultancy services in various projects undertaken by the 
Company, a consultancy agreement was executed by the Company with 
the consultant (BeST) in May 2007. As per the said agreement, a 
consolidated three per cent of the projects cost was to be paid to BeST as 
consultancy charges in all the projects except BSWAN. 

Audit noticed that as aga in t the stipulated three per cent in the agreement, 
the Company, in ca e of MOP-I project, paid six per cent of the project 
cost as consultancy fees to BeST for which no justification wa found on 
record . This not only resulted in avoidable exce.. expenditure of 
~ 84 lakh but al. o led to ex tension of undue benefi t to Lhe Consultant. 

111 Electronic net. Vi sion India. Urmi la info solution and Vibgyor Info Pri vate Limited. 
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i The Management stated (September 2016) that as per agreement between , . . I , 

the Company and thy consultants, three per cent of the project cost was_to 
be paid, however, sfoce the tenure of the MoP-I project was five years, 
therefore, on verbal aiscussion, the Company had engaged the Consultant 

I 
for five years at an a~ditional rate of three per cent. 

I 

. I 
The reply of the Management was not based on facts since as per the 

I 

agreement a consolidated three per cent of the project cost was to be paid 
to BeST as consultatlcy charges in all the projects whereas it was seen that 
six per cent was paid which was irregular. Thus, payment of six per cent 
was in violation of tlie agreement signed. · 

I 
• In respect of MoP-I jproject, apart from the consultancy and supervision 

work, the Consultan't was also awarded (December 2010) the work of 
procurement, supply,! installation and maintenance of various networking 
equipments (routers,! modems, supply of Manpower, etc.) valued at 

I 

~ 2.17 crore along wiLth the AMC of the materials at a cost of ~ 2.22 crore. 
Instead the Consultant was paid project Management fee at a rate of 
15 per cent of the to*l cost for which no justification was found on record. 
Since the Company was entitled to only seven per cent of the project cost 

I 
as agency charges, payment of consultancy fee at a rate of 15 per cent 

I 

resulted in excess expenditure of ~ 31 lakh. 
. I . 

The Management stated (September 2016) that BeST was asked to invite 
I tender for procurement of hardware. The reply of the Management was not 
I 

tenable as the wor~ of finalisation of tender was to be done by the 
Company itself and the same could not be entrusted to consultant. Further, 
the Company did nJt offer any comment on fixation of 15 per cent as 
project management fee. 

I 

Failure to invoke Performance Bank Guarantee (PBG) 

2.2.32 In MoP-I ProJe:ct whose date of commencement was March 2009 and 
scheduled date of completion was March 2014, the vendors submitted the 
Performance Bank Guatantees (PBG) valued at ~ 3 .19 crore which was valid 
upto July 2012 and M~ch 2013, respedively. The Company did not take 
any action to extend the validity of the PBG with a view to safeguard its 

I 
financial interest. 

I 

Audit noticed that thJ vendors did not run the projects for five years 
(as was envisaged in th~ agreement) from the date of commencement and left 

·the work (August 2013) without transferring the ownership of the 
Infrastructure to the Cotnpany. Accordingly, the agreement was terminated by 
the Company (March 2:014). Audit observed that the Company had failed to 
extend the validity of ~he PBG submitted by the,--vendors. As a result, the 
Company could not jnvoke PBGs valuing ~ 3.19 crore :i.n respect of 
MoP-I project from tio vendors who left the work midway, but also had 
to get the remaining WOfk executed from its own resources. 

I 
The Management stateq (September 2016) that several reminders for renewal 
of PBG was given to jvendors. However, due to financial constraints, they 
failed to renew the PBQ. The Company further stated that PBG amount would 
be adjusted from the f~nal bills of the vendor, if raised. The reply was not 
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tenable as the PBG should have been renewed in advance during the contract 
period. Further, ,since the work orders were already terminated (March 2014), 
hence the amount of PBG was not recoverable. 

Manpowerofthe Company 

2.2.33 Manpower planning includes efficient utilization of Human Resource 
in an organization. As on 31 March 2016, there were 153 sanctioned posts of 
different categories in the Company which included 12 key managerial 
position ie. Managing Director, General Manager, Managers (Marketing, 
Finance, Administration, Project hnplementation, Business Development and 
Technology co-ordination), Deputy Managers (Business development, Project 
implementation. and Technology co-ordination). As against these sanctioned 
post, there were 51 men in position. Further, eight out of 12 Key Managerial 
Posts were lying vacantduring the period 2011-12 to 2015-16. As a result of 
vacancies in Key Managerial Position, the Company was heavily dependent on 
consultants in discharging its functions. Meanwhile, the activities of the 
Company had also expanded substantially . 

. ·The Management, in. tbe Exit Conference stated (November 2016) that , 
restructuring of the Company was under progress and would be implemented -
when approved. · 

Denial of intended benefits fmm CAJL Project 

2.2.34 In order to provide computer assisted learning through multimedia 
contents to the students of 244 Schools in Bihar through CAL Project, a 
Memorandum of Understanding (MoU) was signed (February 2009) between 
Bihar Education Project Council (BEP), the Company and Vendor. As per the 
MoU, the vendor had to establish the Computer Centres and to operate it for 
the period of one year, mutually extendable to three years. The total cost of 
project was ~ 8.59 crore. Audit noticed that out of 244 schools established by 
the vendor, in 16 Schools the programme could not get operational due to theft 
of all hardware. The Company, although, deducted~ 36.85 lakh from vendor 
on account of theft but no action was taken to re-establish the computer centre 
at the affected schools. As a result, students of 16 schools remained deprived 
of the benefits of CAL programme. 

The Management stated (September 2016) that the lab was operational even 
. after the .theft of PC and other items. Further, it was also stated that even after 
theft, theory classes and the lab with one or two PCs was operational. 

The reply of the Management itself confirms that schools remained deprived 
of all the benefits of CAL programme, which also included learning through 
multimedia, which could not operationalised due to the theft of hardware. 
Further, BEP (user Department) in response to the questionnaire issued by 
audit also stated that their objective was not fully achieved. It was also stated 
by the BEP that the cases of theft of equipment were not properly managed 
and that these locations were not made re..:operational by the Company. 

Deficient executimn of MoP-1 Pmject 

2.2.35 In case of MoP-I project, Audit noticed that the execution of the 
project was marred by various deficiencies throughout its execution. Audit 
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! 

observed cases of frequ~nt breakdown of the security equipment installed at 
jails,· not maintaining ptoper power back-up, shOFt availability of the spare 
parts, defective installati~n of the equipment (metal-door detector, sirens, etc.) 
resulting in User Departments showing dissatisfaction and frequent complaints 
received from various j4ils and courts. Thus, due to improper monitoring by 
the Company, the objective of the project could not be achieved. 

i 

Further, in response to 
1

the questionnaire issued to the Home Department, it 
was confirmed that the)f encountered various constraints while delivering the 
targets as set out under the MoP-1 project. 

The Management did not offer any comment on above issue. 
I . . . 
I 

Failure to handover ass~ts to the User Department 

2.2.36 Effective. monitoring also ensures that IT assets are handed over 
timely to concerned de~artment/entity. Audit observed that the contract w:i.th 
vendor for operation 0£ the e-District project had expired in May 2014 and 
since then the projett remained closed. However, the assets worth 
~ 15.09 crore so create:d were not handed over to the District e-govemance 
society till November 2p16. Thus, due to ineffective monitoring, continuation 
of the benefits from the expenditure incurred was not ensured by the Company. 

I - . 
The Management stated I (September 2016) that the matter of handing over was 
taken up with District e-povernance Society. 

The reply was untenabl~ as the handing over of the IT assets should have been 
completed on the completion of the project, i.e. June 2014. Moreover, in case 
of delay in handing 'lover, the Company may be held liable for any 
damage/shortages of IT assets. Further, DIT in response to the questionnaire 
issued by audit stated 

1

that the project was not managed efficiently by the 
Company as Final Acceptance Test of Ga ya District was not completed and the 
project was not operatiohalised. 

- I 

i 
Denial of intended benefits of SSDG Project 

I 

2.2.37 As per scope o~ the State Services Delivery Gateway (SSDG) project 
(service delivery gatew~y via internet to common citizens for application of 
basic services), 56 services of 12 departments were scheduled to be delivered. 
However, even after a l~pse of 25 months from its commissioning, only eight 
services were made liie and 48 services had not been made live. Audit 
observed that the Comp~ny failed to take any action to ensure the participation 
of User Departments asl a result of which the major objective of SSDG could 
not be fulfilled. 

1 

The Management stateq (September 2016} that the matter was taken up with 
the State Government. I Letters were also sent to Departments requesting to 
accord approval to maky services live. 

Further, DIT, in respon~e to the questionnaire issued by audit stated that they 
were no_t fully satisfidd by the performance of the Company as various 
Departments were not r~ady for using the facility. -
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Internal Audit 

2.2.38 Ex istence of an independent Internal Audit wing is a necessary tool 
for an effecti ve Internal Control System to provide reasonable assurance that 
the objectives of the Company are being achieved in an economical, effecti ve 
and orderl y manner. Audit observed that the Company did not have its own 
Internal Audit Wing. Firms of Chartered Accountants (CAs) were appointed 
for internal audit and also for the work of compilation of accounts, 
reconciliation of bank accounts, etc. Further, there was no mechanism whereby 
the report of the internal auditors were reviewed and complied with. Hence the 
Internal Audit System was ineffecti ve. 

Corporate Social Responsibility 

2.2.39 Section 135 of Companies Act, 201 3 inter alia, prov ides that every 
Company having a net profi t of rupees fi ve crore or more during any financial 
year shall constitute a Corporate Social Responsibility (CSR) Committee and 
spend at least two per cent of the average net profits of the Company made 
during the three immediately preceding fin ancial years, in pursuance of its 
CSR Policy, fa iling which the Board shall thereof, in its report, specify the 
reasons for not spending the amount. 

Audit observed that notwithstanding, constitution of CSR committee and 
profitability during the period 2011 -12 to 20 14- 15, the Company fa iled to 
spend a sum of~ 43.37 lakh in discharge of its CSR as plans fo r carrying out 
CSR activities was not prepared during the period 201 4- 16. This resulted tn 

violation of the provision of the Companies Act, 201 3. 

The Management while accepting the audit observation stated (September 
2016) that due to absence/changes in the composition of the Board of 
Directors, there was a delay in constituting the CSR Committee. 

The Audit findings on the Performance Audit of the Company were reported 
(August 201 6) to the Government, reply is still awaited (November 20 16). 

J Conclusion 

Audit concluded that: 

• the Company failed to manage its financial resources in an effective and 
efficient manner as a result of which there were instances of failure to 
refund surplus project funds to the State Government, utilisation of 
Reserves and Surplus for servicing of unsecured loans/business growth, 
loss of interest income, irregular grant of Mobilisation Advances, etc. 
aggregating ~ 70.33 crore. 

• planning for implementation of IT Projects was not carried out 
effectively and efficiently as there were instances of delayed completion 
of the projects, avoidable excess expenditure, additional financial 
burden on State Exchequer, IT equipment lying idle and vulnerable to 
the obsolescence aggregating~ 19.72 crore. 
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• execution of IT projects by the Company was found deficient as 
instances of irregular award of work to vendors, appointment of 
Consultants without inviting tenders, avoidable excess expenditure, IT 
equipment lying idle, etc. aggregating ~ 45.49 crore were observed. 

• activities related to e-tendering, procurement of IT equipment and 
supply of IT manpower were not satisfactory since there were instances 
of avoidable excess expenditure/ blocking of Company's fund 
aggregating~ 17.74 crore. 

• the monitoring mechanism and Internal Control of the Company was 
deficient and inadequate as a result of which instances of over 
dependence on consultants, excess payment to consultants, failure 
to invoke the Performance Bank Guarantee and failure to 
ensure compliance with various sta tutes aggregating ~ 5.14 crore 
were observed. 

Recommendations 

Audit recommends that: 

• the Company needs to ensure that the funds available with the 
Company are utilized fully and in accordance with the prescribed 
principles of financial propriety. 

• the Company should improve its planning process by adopting 
professional approach and mitigating over dependency on consultants. 
Besides, it should also frame various timelines necessary for 
preparation of DPR, Fea ibility Report as well as other pre-tendering 
activities. 

• the Company should resort to award of contracts only through a 
competitive tendering process and execute projects efficiently so that 
expenditures made are not rendered unfruitful or idle. 

• the Company hould pur ue the realisation of its recoverable Tender 
Processing Fees from the User Departments on a regular basis for 
e-Tendering activity and also ensure transparency in its procurement 
activity. 

• the Company needs to strengthen its monitoring and Internal control 
system o that projects are completed in time and deficiencies as 
pointed out in the report of Internal Auditors are rectified. 
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2.3 Audit of the Functioning of Distribution Franchisees in Power 
Distribution Companies of Bihar 

I Introduction 

2.3.1 The Bihar State Power Holding Company Limited (BSPHCL) was 
created with a view to improve operational and commercial efficiency of the 
distribution system and to improve the quality of service to its consumer . The 
Company sought to bring in management experti se through public-private 
participation in the distribution of e lectri city. Further, as provided under Section 
14 of the Electricity Act 2003, it implemenLed Input Based Di tribution 
Franchi ee Sy tern ( IBDFS) in urban areas of the State. The objective of 
appointing Di tribution Franchi ee (DF) were to minimise Aggregate Technical 
and Commercia l (AT &C) losses 1, bri ng improvement in metering, billing and 
revenue collection, minimise arrears of revenue and to enhance customer 
sati sfaction by improv ing the quality o r service. 

In line with the desired objective of BSPHCL, the Distribution Companies 
(DISCOMs)2 or Bihar, as Distribution Licensees (DLs) appointed Distribution 
Franchisees (DFs) 1 for Muzaffarpur, Bhagalpur and Gaya towns and its 
adjoining areas. The DISCOMs entered into a Di tribution Franchisee 
Agreements (DFA) for 15 years in June 20 13, July 20 13 and December 20 13 for 
Muzaffarpur, Bhagalpur and Gaya respecti vely. The DFs commenced their work 
from November 20 13, January 20 14 and June 2014 in Muzaffarpur, Bhagalpur 
and Gaya town respectively. The power sold by DL to DFs in the franchisee 
area during the period November 20 13 to March 2016 was 3931.90 Million 
Units (MU )4 valued at~ 1620.40 crore5

. 

The audit of DISCOMs with a view to analyse efficiency in functioning or DFs 
was conducted during the period April 20 16 to June 20 16. 

Audit findin s 

The Audit finding are discussed in the ucceeding paragraph 

Shortage in transformation capacity causing a threat to the entire distribution 
network 

2.3.2 As per Article 5.2.2 of the DFA, Distribution Franchisee shall make 
capital expenditure to improve e ffi ciencies, augment and upgrade infrastructure, 
ensure reduction in di stribution lo se and improve qua lity of power upply in 
franchisee area. As per Clause 4.2 of the Bihar Electricity Supply Code, 2007, 
the licensee sha ll have the obligation to ensure that its distribution sy tern is 

The sum total of technical losses , commerc ial los es and shortage resu lting from failure to 
recover the total billed energy ex pre ed in te rms of percentage i.e AT &C loss =[ 1-(billing 
efficiency x collection effic iency)] x I 00. 

1 orth Bihar Power Distribution Company Li mited ( BPDCL) and South Bihar Power 
Distribution Company Limited (S BPDCL) 

3 Essel Vidyut Vitran Limi ted (now Muzaffarpur Vidyut Vitaran Limited), Bhagalpur 
Electric ity Di stribution Company Private Limited and India Power Corporation Limited 

4 Gaya-1199.77 Mill ion Units (M Us) , Bhagalpur - l 254.94MUs and Muzaffarpur-1477. I 9MUs 
5 Gaya- < 499.05 crorc. Bhagalpur - < 514.45 crore and Muzaffarpur- < 606.90crore 

] 
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upgraded, extended and strengthened to meet the demand for electricity in its 
area of supply, wherever the ex isting transformation capacity6 is loaded up to 
80 per cent of its capacity. The position of existing and required transformation 
capacity as wel l as ex isting shortage of capac ity in respect of the three 
Distributi on Franchisees are deta il ed in Table No. 2.3. l : 

Table No. 2.3.1 : Transformation capacity in DF area 
(in MVA) 

St. Pa rticulars Ga ya Bhagalpur Muzaffarpur Tota l 
No. 

I Existing transformatio n capacity 232 154 197 583 
of DFs, Bhagalpur and Muzaffarpur 
(March 20 14) and Gaya (March 20 15) 

2 Required transformation capacity of 305 157 335 797 
DFs Bhagalpur and Muzaffarpur 
(March 20 14) and Gaya (March 20 15) 

3 Shortage in transformation capaci ty 73 3 138 214 
(Row 2 - I) 

4 Percentage of shortage (Row 3/2* I 00) 24 2 41 27 

5 Existing transformation capacity as o n 247 16 1 237 645 
March 20 16 

6 Required transformat ion capacity as on 324 168 530 1022 
March 20 16 

7 Shortage in tran formation capacity as 77 7 293 377 
on March 20 I 6 (Row 6-5) 

8 Percentage of shortage (Row 7 /6* I 00) 24 4 55 37 

9 Capacity added (Row 5- I) 15 7 40 62 
Source: information f urnished by Distribution Franchisees 

It may be seen from above that although OF Gaya, Bhagalpur, Muzaffarpur 
added seven to 40 MV A during the period 20 14- 15 to 20 15- 16, shortage of 
transformation capacity further increased from four per cent to 55 per cent 
respecti vely as on March 2016. The shortage in transformation capacity was 
significantly hi gh (55 per cent) at DF, Muzaffarpur. This indicated that the 
transmission infrastructure in these areas was not developed by DFs, which 
resulted in overloading and caused a threat to the enti re distribution network. 
This was because adequate investments had not been made by the DFs during 
the contract period as discussed be low: 

2.3.3 As per Article 5.2.2 o f the DFA, OF shall prov ide cap ital expend iture 
under the Capita l Expenditure Plan (Capex Plan) to improve effic ienc ies, 
augment and upgrade infrastructure, reduce distribution losses and improve the 
qual ity of suppl y in franchi see area. As per the deci sion of the Bihar Electricity 
Regulatory Commission (BERC), investment on meter installation wa. not to be 
considered to be a part of capital ex penditure. The minimum investment to be 
incurred and shortfall thereagainst are stated in the C hart No. 2.3. 1: 

6 
Transformation capacity is the installed capac ity of sub-station to cater to the connected load 
of the consumers 
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Chart No. 2.3.1: Capital Expenditure incurred by OF 
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Source: Information furnished by the Distribution Franchisees 

It may be seen from Chart No. 2.3. 1 that there was shortfall in Minimum 
fnvestments by OFs Gaya (43.5 1 per cent) and Bhaga lpur (8.24 per cent).The 
OF, Muzaffarpur had ensured minimum investment as per the OFA. Audit 
observed that the Capex plan of OF had not been fi nalised because OL and DF 
di ffered over inclusion of expenditure incurred on meter installation as capital 
expenditure. The BERC expressed (November 201 5) concern over th is failure in 
fina lis ing the Capex plan. 

Management stated ( November 20 16) that the DF was being impressed upon to 
strengthen the Distribution Network matching wi th the requ irement of load 
during the review meetings and that the strengthening of Distribution Network 
would be implemented by March 2017. Management further stated that 
finalisation of expenditu re under the Capex plan and capital investment would be 
ensured by March 2017, fa il ing which appropriate action would be taken. 

• As per Article 5.2. 10 of OFA, the Distribution Franchisee shall submit 
details of assets added by it on a quarterly basis, and the value of such assets 
shall be certified by Oist1i bution Licensee as acceptable. Such certification shall 
be completed within a period o f 90 days from the date of creation of such assets. 

Aud it observed that the OF, Gaya did not furn ish any report on addition of 
Assets to DL fo r certification. OF, Bhagalpur submitted details of Assets added 
annually on March 20 15 and May 2016 to the Chief Engineer (Commercial), 
SBPDCL against the scheduled quarterly submiss ion dates but this was not 
rev iewed by the SBPDCL. Audit noticed that OF, Muzaffarpur submitted detai ls 
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of Assets annuall y which were reviewed by the NBPDCL for the years 
201 3- 14 and 2014-15 against which DL had raised objections which had not 
been complied with by DF(May 2016). Thus, the authentic ity of the expenditure 
on assets made by OF remained uncertified. 

Management stated (November 2016) that steps had been taken to jointly 
verify the capex work done in all three DF areas and would be completed by 
January 2017. 

I Operational efficiency 

Failure to reduce Distribution losses and AT&C losses as per the target 

2.3.4 One of the objectives of appointment of DFs was to strengthen the 
di stribution system with the focus on reduction of Distribution losses and 
Aggregate Technical and Commercial (AT&C) losses on a sustainable basis. The 
BERC had fixed Distribution losses for the Distribution licensee at 23 per cent, 
21.40 per cenl and 20 per cenl for the period 2013-14, 2014-15 and 2015- 16 
respectively . Further the AT&C losses were fixed by the DL for all three DFs for 
entire 15 year of the contract period with yearly reduction targets. The position 
of Distribution loss and AT&C losses against the targeted reduction is detail ed in 
Annexure 2.3.1. 

It may be seen from Annexure that there were reductions in Distribution losses 
with respect to base year (2011 - 12) from 57.19 per cent to 55.41 per cent by OF, 
Bhagalpur, from 62.24 per cent to 58.75 per cenl by OF Gaya and from 
44.64 per cent to 29.85 per cent by DF, Muzaffarpur during the period 2013-14 
to 2015- 16. However, Distribution Franchisees fail ed to bring down the 
di stribution losses to the limits prescribed by the BERC. The di stribution losses 
beyond the BERC prescribed limit stood at 1283.07 MUs valued at 
~ 660. 10 crore. Further, Aggregate Technical & Commercial (AT &C) losses 
reduced from 58 per cent to 52.04 per cent, 68.55 per cent to 66.95 per cent and 
69.24 per cent to 62.90 per cent from base year 2011 - 12 to 2015-16 in 
DF Muzaffarpur, Bhagalpur and Gaya, respectively. However, Distribution 
Franchisees failed to restrict the AT&C loss within the targeted level as 
detailed in Annexure 2.3.1. Such distribution losses were mainly attributed to 
deficient capacity addition, insufficient transformation capacity and heavy 
quantum of unmetered consumers and theft of electricity which are discussed in 
paragraphs 2.3.2, 2.3.3, 2.3.5 and 2.3.6. 

Management stated (November 2016) that the operation period of Distribution 
Franchisees were for 15 years and the base rate of Input energy for different 
years were calculated on the basis of improvement in AT &Closs up to the level 
of 15 per cent by the end of the tenure of the Franchisee Agreement, with 
substantial reduction in the AT&C loss during the first five years. As such, there 
was no financial loss to DL but it wou ld take a ll steps to reduce AT &C and 
Distribution losses. It further stated that it would take all steps to reduce AT &C 
and Distribution Losses. 

The repl y was not tenable as though the Distribution loss was factored vis a vis 
the Input rate determined for the OF, the said Input Rate was inadequate since it 
did not effectively cover the supply cost of the DL and as such represented the 
loss to DL. Further, the failu re on part of OF to augment infrastructure to red uce 
AT &Closs entailed further loss to DL in terms of loss of energy. 
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Loss of revenue due to failure to install meters 

2.3.S Clause 8. 1 of the Bihar Electric ity Supply Code, 2007 provides that no 
new connection shall be given without a Meter and a ll unmetered connections 
shall be metered by the Licensee. As per Agreement, the DFs have to ensure 
installation of meters in the OF area. Unmetered consumers have to pay the 
energy charges on fixed tariff rates approved by the BERC. So the OF does not 
earn revenue as per the actual consumption o f energy done by the unmetered 
consumers. Besides, it prevents the determinati on of correct Average Billing 
Rate (ABR)7

. The position of total consumers and unmetered consumers of 
three Distribution Franchisee areas is depicted in the Table No. 2 .3.2: 

Table No. 2.3.2: Details of unmetered consumers 

Year Total number of Unmetcred Percentage of unmetered 
consumers consumers consumers 

Bha~alpur 

20 14-15 162539 13273 8.17 
20 15-16 179066 19331 10.80 
Gay a 
20 14- 15 120672 20015 16.59 
20 15-16 150564 19175 12.73 
Muzaffarpur 
20 13- 14 159802 13950 8.73 
20 14- 15 236703 22986 9.7 1 
20 15- 16 286588 16563 5.78 

Source: Information furnished by the Distribution Franchisees 

1t may be seen from above Table No. 2.3.2 that the percentage of unmetered 
consumers to total consumers was as high as 16.59 at OF, Ga ya in 20 14- 15 
which decreased to 12.73 in 2015- 16. ln case of OF, Muzaffarpur, the 
percentage of unmetered consumer came down to 5.78 per cent during the peri od 
20 13- 14 to 2015- 16. However, in case of OF, Bhagalpur, the percentage of 
unmetered consumers to total consumers increased from 8. 17 in 20 14-1 5 to 
10.80 in 20 15- 16. 

Management stated (November 2016) that the issue of unmetered consumers has 
been taken very seriously and all three DFs has been directed not to issue any 
connection without mete r and to replace defective meters immediately so as to 
ensure that all consumers were metered within a pecific time frame. 

Incidence of theft of Electricity 

2.3.6 Substantial commerc ial losses are cau ed due to theft of energy by 
tampering of meters by the con. umers and unauthori sed tapping/hooking by the 
unauthorised consumers. As per Clause 11 .3 of the Bihar Electricity Supply 
Code, 2007, at least fi ve per cent of total connections should be inspected 
annually. 

Audi t observed that OF did not conduct the mandatory five per cent checking of 
total connection to detect thefts. The DFs detected 637 1 cases of theft of 
e lectricity in the three franchisee areas during the peri od 2013- 14 to 

7 
ABR is the sum product of to tal billed units and approved tariff in each consume r category 
divided by tota l bi lled units in all consume r categories, i.e,ABR =(Bi lled units x Tariff rate) 
/Billed units 
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2015- 16. The theft cases in DF areas increased substantiall y during the period 
20 14- 15 to 2015-16, the same being as high as 22 14 in DF area Muzaffarpur in 
2015- 16. Increased theft cases led to increased di stribution loss lo the DFs. 

Management whi le accepting the observation stated (November 20 16) that 
Distribution Companies were launching awareness programme under 
Information, Education and Communication (IEC) in Bihar from 20 17 to prevent 
theft of Electricity. 

Inaccurate assessment of Input Energy units 

2.3.7 As per Article 6.1.2 of the DFA, installation and timely replacement of 
main meters required to directl y measure energy input in the Franchisee Area, 
shall be the respons ibility of Distribution Licensee (DL). In add ition to the 
existing main meters at each of the Input Points, the DF is required to provide 
Check Meter to each of them. Further Article 6.2. l of the DFA requires that the 
DL shall inspect and if nece sary, recalibrate the meter on a regular basis al least 
once every three months or a shorter interval at the request of either party. 

Audit observed that install ation of main meters by DL was undertaken after a 
delay of 24 and 2 1 months in December, 2015 and March, 20 16 at Bhagalpur 
and Gaya respectively and that these were not operationa l. However, the DFs 
(Gaya and Bhagalpur) had installed Check Meter at each Input point to provide 
measurement of Input Energy and payment o f energy charges. 

It was further observed that as against the provision of conducting at least one 
meter calibration per three months, meter ca libration was done on ly once at 
Bhagalpur in June 20 15 during the period of audit. The meter readings, based on 
which energy bi ll payments were made, was therefore inaccurate. This was 
further substantiated by the fact that in an inspection of the main meter al 
Bhagalpur in February 20 16, excess read ing of 920 units ( 12450- 11530) was 
detected by SBPDCL. 

Management stated (November 20 16) that main meter had been installed and 
readings were being taken through remote meter reading syste m. However, the 
fact remained that setting up of main meters as provided for under Article 6. 1.2 
were delayed by up to 24 months. 

Financial Mana ement 

Failure of the Distribution Licensee to finalise Average Billing Rate 

2.3.8 As per Article 7. 1 of DFA, the monthly invoice of OF is lo be prepared 
by DL after adj usting the Input Energy Rates on the basis of Average Billing 
Rate (ABR) of each month, as Tariff adjustme nt. ABR for the base year 20 11 - 12 
was fixed at ~ 5.32/unit, ~ 5.29/unil and ~ 5.99/unit for the DFs, Gaya, 
Bhagalpur and Muzaffarpur respective ly and was the basis for adjustment of 
Input rates towards pay ment of energy charges. As per the DFA, in case of 
increase in revenue due to increase in ABR from the base year, 75 per cent of 
such increase was to be added to the Input rate and in case of decrease thereof, 
100 per cent of such decrease was to be deducted from Input Rates of DF. 
Further, as per provision of the agreement, the tariff adjustment shall be 
computed every month and the same shall be used for computati on of the 
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revenue fo r Input Energy Rate for un it supplied to the DFs. The position of 
Input energy and ABR adj ustment worked out by DFs, Gaya, Bhagalpur, and 
Muzaffarpur are detai led in C hart No. 2.3.2. 

Chart No. 2.3.2: Details of Value of Input Energy and Tariff Adjustment 
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It can be seen fro m the Chart No. 2.3 .2 that a sum of ~ 308.92 crore 
(32 .63 per cent) was deducted by the three DFs towards tar iff adj ustment which 
was not reconciled by November 20 16 and accepted by the DL. 

Audit observed that the tariff adj u. tment c laimed by all three DFs was ranging 
between 12 to 90 per cent o f the energy billed during the period of the contract. 
Audit further observed that due to excess ive tariff adjustments, the average 
recovery of energy charges per KWh decreased as is depicted in Chart No. 2.3.3. 
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Chart No. 2.3.3: Details of Average revenue realization per unit in DF areas 
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It can be seen from the Chart No. 2.3.3 that the average revenue realisation per 
KWh to the DL during the period 2013-14 to 2015- 16 for all the three DFs were 
significantly lower than the rate quoted by the DFs. 

Management stated (November 20 J 6) that tariff adjustment shown above was 
not final and it would be worked out only after ABR was finali sed by the 
Independent Auditor of DF, Gaya and Bhagalpur. The ABR of DF Muzaffarpur 
had been finalised on the basis of adjudication by Arbitrator (July 20 16), for the 
period November 2013 to November 2015 against which a sum of ~ 156 crore 
had been adj usted. 

The reply of the Management was not tenable since as per the provisions of the 
DFA, the ABR was to be finali sed every month which was not done. 

Audit scrutiny of ~ 308.92 crore as tariff adjustment further revealed excess 
billing and incorrect calculation of ABR which are discussed in Paragraphs 
2.3.9 and 2.3.10. 

Excessive billing by DFs to reduce ABR 

2.3.9 To ensure correct calculation of ABR referred to in Article 7.1 of the 
DFA, the DFs were required to comply with provisions of the app licable Supply 
Code, Government orders and tariff orders. Test check of selected three months 
of ABR adj ustments made by DFs revealed that the DFs did not comply with the 
aforesaid provisions and tariff orders. 

We observed that excessive billings were resorted to by the DFs through 
imposition of chargeable units over and above the prescribed limjts in case of 
Kutir Jyoti (KJ), Domestic service (DS) -I, OS-II, Non-Domestic service (NDS) 
-II and Street Light services (SS)-II category of consumers as well as raising 
demands against the period prior to appointments of DFs over which the DL, in 
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fact, had the legitimate claim. This resul ted in the reduction of ABR be low the 
predetermined ABR thereby leading to DFs claim for reduction in the Input Rate 
of DL to the extent of I 00 per cent of the differential amount as detailed in 

Annexure 2.3.2 and summari zed in the Table No. 2.3.3. 
Table No. 2.3.3 Details of excess billing taken into ABR 

Name of Unit Unit Unit to Excess Difference Impact of 
OF supplied taken in be pa rt units in ABR reduction 

in three ABR of ABR taken in rate for in ABR8 

test (in (in M U) ABR revenue (~ in 
checked MUs) (in MU) realization crore) 
month per unit 
(in MUs) (in~) 

Ga ya 155.87 3.72 2.55 1. 17 0.051 0.80 
Bhagalpur 134.63 14.50 3.69 10.8 1 0.299 4.02 
Muzaffarpur 139.64 5 1.44 32.75 18.69 0.298 4.16 

Total 69.66 38.99 30.67 8.98 
Source: Information f urnished by the DF/Circle office of DL 

It may be seen from Table No. 2.3.3 that DFs made excess billings of 30.67 
MUs on con umers, wh ich resulted in reduction in ABR and consequently DFs 
made excess adj ustment of ~ 8.98 crore against amount payable to DL The fact 
is confirmed on ana lys is of data of three months in respect of three DFs. 

As per the Tari ff Orders issued by the BERC, the assessment of unit in respect 
of unmetered Kutir Jyoti consumers was to be 30 units per month per connection 
and the Domesti c Service-I category consumers are allowed to be connected 
wi th a load up to 2 KW, with a Monthl y Minimum Charge of 40 units per month. 
Audi t observed that these category of consumers were abnormally billed by the 
DFs wh ich i evident fro m the anal ys is of bill ing data in the test checked three 
months. The detail s of abnormal bi lling are depicted below in Chart No. 2.3.4 

Chart No. 2.3.4: Details of abnormal billings 
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Thus, it can be seen from the Chart No. 2.3.4 that unreali stic billing o f the Kutir 
Jyoti and DS-l category of consumers on the part of the OFs, that too on a large 
scale, was mainly dri ven with an objective to reduce the ABR further and thus 
deprive the OL of its share of revenue. 

Management stated (November 201 6) that the instances of excess bill ing were 
being examined by Independent auditors of DF, Gaya and Bhagalpur in line with 
the order of the Arbitrator of OF, Muzaffarpur. 

The reply of the Management was not tenable since as per the provisions of the 
OFA, the ABR was to be finalised every month and the issue of excess billing 
should had been examined by the OL on a continuous basis. The fact, however, 
remains that the Management failed to do so even after lapse o f a period o f more 
than two years. 

Short recovery due to failure to include meter rent in ABR calculation 

2.3.10 As per Article 2.2.2 of the DFA, for the fixation of ABR for the base year 
201 1- 12, meter rent was included as one o f the components and monthly 
adjustments were to be carried out in the input energy rate. In case of increase in 
revenue due to increase in ABR from the base year, 75 per cent of such increase 
is added in input rate and in case of decrease, 100 per cent is deducted fro m 
Input rate . 

Aud it observed that OFs Gaya and Bhagalpur had collected 
~ 8.67 crore9 towards meter rent from consumers since the date of 
commencement o f their operations to March 2016. However, the meter rents so 
collected from the consumers were not included in the approved tari ff for the 
purpose of calculation of ABR. This resulted in reduction of ABR and their 
consequent deducti on of the differential ABR from the Input Rate of DL which 
resulted in revenue lo s of ~ 20.30 crore10 to DL as detai led in Annexure 2.3.3. 

Management while accepting the audit observation slated (November 201 6) that 
they had calculated the ABR for base year by taking meter rent as one of the 
component and that the ame would be dul y considered in all fu rther ABR 
calculations after finalisation of ABR by the Independent Auditor. 

Mutual claims of DF and DL remained unsettled 

2.3.11 Audit observed that mutual claims were pending of DL and OF against 
each other which were sti II to be eltled . 

• A um of ~ 25.2 lcrore was clai med by OF, Gaya against DL on account 
of delay payment urcharge (DPS) charged by DL and direct payments 
made to DL by consumers. 

• A um of ~ 2 1.40 crore wa claimed by OF, Bhagalpur aga inst energy 
con urned by Municipal Corporation, which included~ 13 crore di rectl y 
remitted to DL by the Government o f Bihar on behalf o f Municipal 
Corporation and not repaid to OF. 

9 Gaya: ~ 3.79 crore and Bhagalpur: ~ 4.88 crore 
10 

Ga ya:~ 9.98 crore and Bhagalpur: ~ I 0.32 crore 
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I 

o · Further an amount lof ~ L 11 crore was claimed by DL on account of 
. materials supplied and salary paid on deployment ofSBPDCL staff in DF 
. Bhagalpur for inititll period. · 

I 

Thus, the two DFs and DLlhad mutual claims of~ 46.61 crore and~ l.ll crore 
which were pending for ~ettlement. Failure to settle the claims resulted in 
blocking of significant funds of both the DL as well as DFs. 

. I . ..· 
Management stated (November 2016) that~ 46.16lakh had been settled against 
DF Gaya and the adjustrhents against DF Bhagalpur would be made after 
adjudication by Arbitrator., 

Loss of interest to DL due to failure ofDFs to remit Security Deposits and 
Electricity Duty collected j · · · 

I 
2.3.12 Article 13.1.l of tHe DFA provides that DF shall be required to submit 
the data regarding electridity duty and security deposit collected on monthly 
basis not later than three d:ays after the end of the billing cycle. Further, Artide 
7 .2 provides that the monthly invoice raised by DL inclusive of electricity duty 
(ED) and security deposi~ (SD) collected shall be paid within a week of its 
receipt. Any. delay in paybent after due date -shall attract a penal interest of 

. I 
18 per cent per annum compounded quarterly. 

Audit observed that the tjFs, Gaya and Bhagalpur submitted data on security 
deposit and electricity duty after three to six months from the date of their 
collection. Audit further bbserved that the DF, Bhagalpm had collected an 
amount of~ 10.31 crore ~hich included~ 7.81 crore towards Electricity Duty 
and~ 2,50 crore towards s~curity deposits for the period January 2014 to March 
2016, but did not remit th~ same to DL. Due to delayed remittance of Electricity 
Duty and Security Deposits on the part of the DF, the DL suffered loss of 

I . 
interest aggregating to~ 2.03 crore upto May 2016. 

. . . I . 
Management stated (November 2016) that the collection of data relating to ED 

I 
and SD had not beeri furnished by Gaya and Bhagalpur and after finalisation of 

. I . 
ABR, Delay Payment Su~charge (DPS) would be charged by DL against the 
short payment.at a rate of 18 per cent per annum compounded quarterly. 

-1 . . . 

Loss of interest to DL due to failure of DF to remit old arrears 

2.3.13 As per Article 8.5 of the DFA, Distribution Franchisee shall collect the 
arrears from the current l~ve consumers and provide the details of recovery of 
arrears and make the paydient in respect thereof to DL within seven days of its 
recovery. It further pro~ides that Distribution Franchisee shaU make best 
endeavour in accordance lwith the provisions of the Bihar Electricity Supply 
Code, 2007, the Electricit~ Act, 2003 and other applicable laws to collect arrears 
accrued earlier from t11e Hve consumers and permanently disconnected 
consumers for .which an itlcentive .of 10 per cent and 20 per cent shall be given 

· to the DFs. The position! of arrears, collection and remittances are depicted 
below in Chart No. 2.3.5. I 

I 

I 
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Chart No. 2.3.5: Detail of arrear collected and their remittances 
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It may be seen from Chart No. 2.3.5 that during the period from November 20 13 
to March 20 16, the recovery agai nst old arTears constituted onl y 2.5 per cent and 
4.25 per cent of total dues at DFs, Gaya and Bhagalpur respectively. The 
collected arrears of~ 26.86 crore were not remitted to DL by the DFs. Fai lure of 
the OF to re mit the old arrears to DL resulted in los of intere t to DL 
aggregating to~ 7.36 crore. The reason for slow collection of arrears on the part 
of the OF was mainly attributable to delay in determination of the consumers 
from whom the arrear were to be collected. 

Management stated (November 20 16) that DFs had been directed to pay the o ld 
arrears and in case of OF Bhagalpur, stringent acti on was initiated apart from 
invocation of the Letter of Credit. 

Short recovery of security deposit of (FB0.36 crore by DL 

2.3.14 As per Article 11.4 of the DFA, the Distribution Licensee has to review 
the amount of Security Depos it (SD) from OF after one year of contract. It 
further provide that Letter of Credit (LoC) shall be provided through bank , 
appointed as defau lt escrow agent. The pos ition of ex isting and required SD 
in respect of three DFs is detailed in Annexure-2.3.4 and summari zed in 
Chart No. 2.3.6: 
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It may be seen from Chart No. 2.3.6 that Additional Security Deposi ts valued at 
~ 30.36 crore (DF, Muzaffarpur- ~ 8.47 crore, DF, Bhagalpu r- ~ 9.24 crore and 
OF, Gaya- ~ 12.65 crore) were not obtained after a rev iew of quarterJy Input 
Rate. Audi t observed that DFs, Bhagalpur and Gaya had submitted Letters of 
Credit through State Bank of India and South Indian Bank respectively who 
were not defau lt esc row agents. Thus, fai lure to review security deposits resulted 
in short collection of SDs valued at~ 30.36 crore. 

Management stated (November 20 16) that the Independent auditor report on 
final monthly ABR was under finalisation and that the amount of fresh LoC 
would be calculated and rev ised accordingly. Further Letter had been sent to 
DFs to open LoC at escrow agent account. 

I Consumer Satisfaction and Redressal of Grievances 

2.3.15 The BERC pecified the mode and time frame for redressal of 
consumers' grievances a per the provisions of the Bihar Electricity Regulatory 
Commission (Consumer Grievance Redressal Forum and Electricity 
Ombudsman) Regulation, 2006 and the Bihar Electric ity Regulatory 
Commission (Standards of Performance of Distribution Licensee) Regulations, 
2006, prescribing time li mits for rendering services to the consumers and 
compensation payable for not adhering to the same. The nature of services 
contained in the Standard , inter-alia include Overhead line/cable break.downs, 
Distribution Transformer (DTs) fa ilure, period of scheduled outages, voltage 
fluctuations, meter complaints, new service connections, etc. The outstanding 
consumer complaint and their redres al by DFs are detailed in Annexure 2.3.5. 

It may be seen from the Annexure that during 20 13- 14 to 2015-16, the 
percentage of complaints with respect to total number of consumers ranged 
between 19.34 and 28.67 at OF Gaya, 7.68 and 33.40 at OF Bhagalpur and 11.70 
and 60.62 at DF Muzaffa rpur. This ind icated that the number o f complaint cases 
had increased, which reflected dissati sfaction among consumers with the 
services provided. The maximum complaints were registered at DF, 
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Muzaffarpur. Muzaffarpur had the higher complaints against faulty meter. and 
wrong billings (67 per cent) during 2014-15. 

Audit observed that 32 159 complaints were settled beyond the stipulated time, 
against which no compensation were paid to the consumers as provided under 
the Bihar Electricity Regu latory Commi sion (Standards o f Performance of 
Distribution Licensee) Regulations, 2006 (May 2016). During beneficiary 
survey, the feedback of 300 consumers was taken in the area of DF, Gaya out of 
which 280 consumers stated that they were not sati sfi ed with quality of services 
render to them by DF, Gaya. 

Management while accepting the audit ob ervation stated (November 2016) that 
notice had been served to DF Bhagalpur for providing unsatisfactory serv ices to 
the consumer, and that steps wou ld be taken against them for failure to maintain 
minimum service quality in their franchisee area. The management did not 
furni h any reply on complaints received under OF, Gaya and OF, Muzaffarpur. 

2.3.16 Article 5.6.5 of DFA provides that DF hould establi sh within a period of 
one year from the effective date, at least one well equipped Internal 
Grievance Redressal Cell/Consumer Service Centre and one Consumer 
Grievance redressal forum for ettlement of consumer grievances within 
60 days of receipts of uch complaint. 

Audit observed that DF, Gaya had establi shed four Consumers Care Centres at 
Gandhi Maidan, Golpather, Manpur and Bodhgaya, against which only one 
Consumer care centre at Gandhi Maidan was equipped with minimum facility as 
per Distribution Franchisee Agreement (DFA). DF, Gaya and Bhagalpur had not 
established consumer red ressal forum within one year from their e ffecti ve dates. 
Audit further observed that despite approval of the Board of Directors of 
SBPDCL (February 2016), even after a delay of 21 months from the date of 
commencement of operation by DFs, Consumer Grievance redre sal forum at 
Gaya and Bhagalpur areas were not operational. 

Management accepted (November 2016) that there was delay in appointment of 
members of the CGRF which re ulted in delay in establishment of CGRF. 
However, CGRF had now been e tabli hed at Gaya and Bhagalpur. 

Internal Control s stem 

2.3.17 For an organisation, to succeed in carrying out its operation, 
economically, efficiently and effectively, a sound lnternal Control System 
should be there in place. 

We observed that: 

• The DF cell s were constituted by the DL at the circle level with an objecti ve 
to ensure adequacy of Internal Control. For quick and smooth compliance 
with the provision of DFA, guideli nes were issued to the OF Cell to monitor 
the functio ning of DFs. Audit observed that the DF cells had not adhered to 
the provision of DFA and the Guidelines as DFs failed to review ABR every 
month, verify the assets added by the DFs and pursue MIS Reports from the 
DFs. Further, the DF cells were not fu lly functional due to shortage in 
manpower. 
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• The interna l audit of the DF was not carried out an nual ly by the DL as was 
provided in DFA. 

• M IS reports as requi red unde r Arti c le 13.1 .5 of DFA were no t generated and 
monitored hy DL. 

Manageme nt ~lated (November 20 16) that Independent Auditors had been 
appointed for Gaya and Bhagalpur and for Muzaffarpur, the auditors would be 
appointed shortl y. ~urthcr steps were be ing taken to ensure submission of MIS 
reports by DFs. 

The Audit findings on the audit or func ti oni ng of the Distribution Franchisees in 

Power Di ~tribut ion Companies o r Bihar were reported (August 20 16) to the 

Government. reply is q ill awa ited (November 20 16). 

Conclusion 

Audit concluded that: 

• there were shortages in transformation capacity in all the DFs due to 
inadequate planning of capacity addition and inadequate minimum 
investment by DFs on capital Assets. Resultantly, the transformation 
capacity of Power Distribution Companies was overloaded. 

• distribution franchisees failed to improve their operational efficiencies 
by restricting the AT&C losses to the stipulated levels. 

• the DFs failed to finalise monthly ABRs causing mutual claims of DF 
and DL remaining unsettled . Besides, DFs with a view to reduce ABR 
raised excess bills for more tariff adjustments. 

• lack of monitoring by DLs resulted in delayed submission of information 
relating to collection of electricity duty and security deposits and failure 
of the DF to remit the collected amount to the DL resulted in loss of 
interest to the DL. 

• there existed dissatisfaction amongst consumers of the franchisee areas 
at Gaya, Bhagalpur and Muzaffarpur as respective DFs did not comply 
with the provisions of the a pplicable regula tions regarding redressal of 
consumer grievances. 

Recommendations 

Audit recommends that: 

• the DFs need to effectively strive for augmenting transformation 
capacity through sound planning and ensuring investments on 
Capital Assets. 

• the DFs need to take stringent measures to bring AT &C losses to the 
targeted level and improve their operational efficiency. 

• the DFs should desist from raising incorrect/ inflated bills so that 
correct position of revenue realisation is available and ABR is 
determined in a true and fair manner. 
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I 2.4 Audit of Recovery Performance of Bihar State Financial Corporation 

- -- -----

2.4.1 The Bihar State Financial Corporation (Corporation) was established in 
November 1954 under the State Financial Corporations Act (Act), J 951 with 
the main objective of extending financial assistance to smaJI and medium 
industrial units in the State. The organization was created to promote 
economic growth, balanced regional development and widening of 
entrepreneur base. Disbursement of loans and recovery thereof was the main 
function of the Corporation. The Corporation had stopped its lending acti vity 
since 2002-03 and thereafter its activities were mainly confined to the 
recovery of old outstanding loans. 

As on 31 March 2016, the total investment in the Corporation in form of 
Equity and Loans stood at ~ 470.16 crore (Equity: ~ 77.83 crore and 
Long/Short term borrowings: ~ 392.33 crore). The main source of finance of 
the Corporation was the recovery of Joan and interest from the assisted units. 
The total amount of outstanding recoverable by the Corporation as on 
31 March 201 2 was ~ 3542.05 crore (Principal ~ 135.53 crore, Interest 
~ 3389.52 crore and Others~ 17.00 crore) which increased to~ 5760.85 crore 
(Principal ~ 103.35 crore, Interest ~ 5640.33 crore and Others ~ 17.17 crore) 
as on 3 1 March 2016. The Corporation had recovered a sum of ~ 64. 78 crore 
(including interest) during the period 201 1-1 2 to 2015-16. 

The Management of the Corporation is vested with the Board of Directors 
(BoD) comprising a maximum of 12 Directors. As on 31 March 2016, there 
were six Directors which included the Managing Director who is the 
Chief Executive Officer of the Corporation. He is assisted in day to day 
functioning of the Corporation by the Assistant General Managers, Managers 
and Deputy Managers. 

The Corporation had four zones and nine branch offices (six in Bihar and three 
in Jharkhand) . The main work of the branch offices is to facilitate the 
recoveries of outstanding loans by following-up of loan recoveries, valuation 
of assets like Land/ Building, Plant & Machinery, etc., and other routine 
matters. The basic paper work done/ information collected, by the branch 
offices is submitted to the Head Office whkh in tum is responsible for 
managing the overall recovery operations of the Corporation. 

The recovery performance in respect of loans granted by the Corporation was 
last reviewed in the Report of the Comptroller and Auditor General of India 
Commercial, Government of Bihar, for the year ended 31 March 2004 
(Commercial) . The report is yet to be di scussed by the Committee on Public 
Undertakings (CoPU) (November 2016). 
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The Audit of the Corporation was undertaken to eval uate the efficiency of the 
Corporation during the period 20 I 1-1 2 to 2015- 16, in respect of rccm cry of 
loans from the loanee and the efficacy of the various cont rol mechanism 
introduced fo r the purpose. Out of 30 cases of loan with an out<,tanding 
balance of~ 10 crore or more (including interest and other charges), a'> on 
3 1 March 2016, a total of 18 cases (on the basis of sale finali sed and others) 
were selected fo r audit scru tiny. It was seen in these 18 cases that: 

• Sale of defaulting loanec units had been final ised in four cases; 

• In fi ve cases, sale of loanee units did not materi ali ze as the price quoted by 
the buyer was less than the reserve price fi xed by the Corporation. The 
reserve price . o fixed was not less than the Principal Outstanding (POS ) 
and it was valued by Branch Level Valuat ion Team (BLVT) and Central 
Valuation Team (CVT); 

• In fi ve cases, the Corporation had lodged Certificate ca<,es 1; 

• In three ca es, the loanee units had been old under the orders or the Court 
through an offi cial liquidator; and 

• In one case, the sale of loanee unit was yet to materiali1.e, notwithstandi ng 
the appointment of offic ial liqu idator. 

Out of a sample popu lation of the Corporation's four zones and nine branch 
offices, two branch offi ces viz., Muzaffarpur (Bihar) and Bokaro (Jharkhand) 
were selected for examination. 

Financial Mana ement 

2.4.2 Efficient fund management is imperative and indispensable in any 
organi ation for en uring optimum uti li sation of ava ilable financial resources. 
Besides, it is al. o considered as an effecti ve tool for decision making. 

Particulars showing the financial pos ition as well as working results of the 
Corporation for the last five years ended 31 March 20 16 are detailed in the 
Table No. 2.4. I . 

1 Certificate case means a suit filed under the provisions of Bihar and Odissa Public 
Demands Recovery Act, 19 14, for recovery of dues. 

92 



The loss of the 
Corporation during 
period ranged 
between f 20.59 
crore in 2011-12 lo 
f 15. 17 crore in 
2015-16 

Chapter II- Performance Audit relating to Government Companies and Statutory Corporation 

Table No. 2.4.1: Working results of the Corporation 

(Amount: fin crore) 
SI. Particula rs 2011 -12 2012-13 2013-14 2014-15 2015-16 
No. 
I (a) Operational income- 5.78 6.86 8. 16 5.03 4.30 
I (b) Other income ' 7.70 9.88 7.70 8.39 9.69 
I (c) Total income4 13.48 16.74 15.86 13.42 13.99 
I (d ) Percentage of operational 42.88 40.98 5 1.45 37.48 30.74 

income Lo total income 
2. Expenditure 34.07 3 1.36 33.53 3 1.08 29.15 
3. Operating profit/ (Loss) (20.59) ( 14.62) ( 17.67) ( 17.66) ( 15.16) 

I (c)-2 
4 . Accumulated loss 382. 14 392.95 404.58 421.65 436.02 
5. Provision for bad/ 136. 14 132.33 126.29 101.27 100.53 

doubtful debts 
Source: Records of the Corporation 

It is ev ident from the Table No. 2.4. 1 that: 

• due to poor real ization against the outstanding dues, the Corporation did 
not earn any profit during the last five years ended 
31 March 2016. The operational loss of the Corporation during the said 

period ranged between ~ 20.59 crore in 20 11 - 12 to ~ 15.17 crore in 
20 15- 16. 

• the percentage of the operational income to tota l income of the Corporation 
decreased from 42.88 per cent in 2011-12 to 30.74 per cent in 2015-16. 
A udit observed that operational income of the Corporation was not 
sufficient to meet its routine and other expenses and the Corporation was 
utilising its non-operational income to meet these expendi tures. 

• the efforts made by the Corporation for recovery of its old outstanding dues 
(either by way of sale of defaulting uni ts or through incentive schemes) was 
only marginally successful , since the operational income of the Corporati on 
during the said period showed a decreasing trend. 

• operating loss had increased due to yearl y provisioning of interest on 
borrowings made from the State Government. The Corporation had sent a 
proposal (January 20 I I ) for conve~sion of Government Loans into share 
capital and wai ver of interest thereon to the State Government. Decision on 
this is yet to be taken (November 20 16) by the State Government. 

Income generated through core acti vit ies of the Corporation 
3 Income generated through act ivities other than core activities. 
"' It is sum total of operational and non-operational income. 
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Due to clause perta ining 
to recovery of service tax 
not included in the 
agreement with the 
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were NPAs 
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Service tax not realized- ~32.99 lakh 

2.4.3 With effect from 0 1 June 2007 as per the terrm of <.,Cction 65( 105) 
(zzzz) of Finance Act, 1994 renting of immovable proper! ) falt... under the 
category of taxable service<.,. The burden of Service tax, being an indirect tax. 
is to be borne by the person who receives se rvices, hut it i., to he col lected and 
paid to Government exchequer by the service provider. The Corporation after 
receipt of demand from Central Excise and Service Tax Commis1.,ioncrate in 
September 2009, and reminder in April and July 20 10, hy an office order 
(August 20 10), after a delay of 38 months, served noti ces to all (eight) the 
existing tenants for realia1tion of overdue service tax. A IC'>I check of al l 
agreements wi th the tenants revea led that the agreement with them did not 
provide for any clause regard ing recovery of any <.,uc h taxes which could be 
levied by the authorities in fu ture. As such, out of the total .,en ice tax due 
from the eight tenants from June 2007 to March 20 16 amounting to 
~ 74.45 lakh. onl y a sum o f ~ 4 1.46 lakh could be recovered from them. Four 
tenants refused to pay service tax and two tenants paid the amount of <.,en ice 
tax partially. 

Thus, due to failure to include the clause pertai ning to recovery or Sen ice Tax 
in its agreements with the tenants, the Corporation could not rea li '>e a '>Um of 
~ 32.99 lakh on account of Service Tax. 

The Government repli ed (October 2016) that the matt er of recovery or 'lervice 
tax was being continuously pursued wi th the tenants who defaulted in -..uch 
payments. 

Recovery Performance 

Classification of Assets 

2.4.4 Based on the RB I Guidel ines. SIDBI i'>'>Ued the Guidelines 
(February 20 15) according to which the loan port folio of the Corporation 1s 
classified as fo llows; 

• Standard Assets: Assets that do not carry more than normal risk and do not 
require any provision. 

• Sub-Standard Assets: Assets that remain Not Performing Assets (NPA) for 
a period less than or equal to 12 months. 

• Doubtful Assets : Assets that remain in the sub-standard category for a 
period of 12 months. 

• Loss Assets: A loss asse t is one where losses are identified but not wri tten 
off wholly. 

All assets other than Standard Assets are termed as NPAs. We observed that 
al mo t all the assets (98.10 per cent) of the Corporations as on J I March 20 16 
qualified as NPAs and so the possibility of their reali sation seemed remote. 

The Government accepted (October 20 16) the audit observation . 
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SI. No. 
I 

2 
3 

4 

5 

6 

7 

8 

9 

10 

II 

12 

Position of Outstanding Loans & Recovery 
2.4.5 As per memorand um accounts maintained by the Corporation, the 
summari sed position o r loan outstanding for recovery from the loanee and the 
amount recovered by the corporation for the last five years ending March 20 l6 
is given in the Table No. 2.4.2. 

Table No. 2.4.2: Details of Outstanding loan and recovery 
(A mount: ~in crore) 

Particulars 20 11 - 12 20 12- 13 2013- 14 2014-15 2015-16 
Amount due al the 3440.99 3542.05 3996.54 4540. 12 5 139.07 
beginning o f the year 
Current demand' 464.32 489.35 608.4 1 678.44 655.99 
Total recoverable during 3905.3 1 4031.40 4604.95 52 18.56 5795.06 
the year ( I +2) 
Recovery out of o ld dues 359.68 32.31 58.39 74.66 30.58 
as per the Corporation 

Waiver amount 337.83 24.2 1 5 1.56 70.34 27.93 
Recovery 2 1.85 8. 10 6.83 4 .32 2.65 

Recovery out of current 3.58 2.55 6.44 4.83 3.63 
demand 
Total recovery during the 25.43 10.65 13.27 9 .15 6.28 
year (4+5) 
Amount due (including 3879.88 4020.75 4591.68 5209.41 5788.78 
waiver amount) at the end 
of the year (3-6) 
Amount shown as waived 337.83 24.2 1 5 1.56 70.34 27.93 
out 
Amount due at the end of 3542.05 3996.54 4540. 12 5 139.07 5760.85 
the year (7-8) 
Percentage of recovery o f 0.74 0.30 0.33 0 .20 0 .12 
old due lo amount due at 
the beginning of the year 
(6 to I) 
Percentage of recovery out 0 .77 0.52 1.06 0.7 1 0.55 
of current demand to 
current demand (5 to 2) 
Percentage of total 0.65 0.26 0.29 0.17 0 .11 
recovery to total demand 
(6 to 3) 

Source: Records of the Corporation 

From the Table No. 2.4.2, it can be seen that: 

• The tota l amount or outstanding recoverable by the Corporation as o n 
3 1 March 201 2 wa ~ 3542.05 crore (Principal ~ 135.53 crore, Interest 
~ 3389.52 crore and Others ~ 17.00 crore) which increased to 
~ 5760.85 crore (Princ ipal ~ I 03.35 crore, Interest ~ 5640.33 crore and 
Other ~ 17. 17 c rore). The significant increase 111 the 
outstanding/recoverable amou nt was attributable mainly to increased 
interest that kept acc ruing on principals of loans outstand ing against 
loanees against which onl y minimal recoveries could be affected. Audit 
observed that though the Corporation could not recover any interest or 
princi pal again . t assets qualified as non-petforming, it kept on showing 

5 Current Demand includes the amount demanded by the corporation on account of principal 
and interest. 
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· interest as recoverable against these NPAs, Consequently, the figures of 
outstanding dues did not agree with the figures shown in the annual 
accounts of the Corporation wherein an incomes are to be accounted for on 
cash basis and all expenses on accrual basis. 

® During 2011-12, the Corporation recovered a sum of~ 25.43 crore against 
its outstanding dues but the recovery declined rapidly over the years .and 
was only ~ 6.28 crore in 2015-16. The recovery percentage of the 
Corporation with respect to the total recoverable dues ranged between 0.11 
and 0.65 percent during the period 2011-12 to 2015-16 which indicated 
poor pursuance for recovery of outstanding dues. In the paragraph 3.2.11 of 
Audit report of CAG of India (Commercial), GoB for the year ended 

. 31 March 2004, it . was pointed out by audit that records to watch 
performance of assisted units and the recovery of these dues were poorly 
maintained. Audit scrutiny revealed that the irregularity continued to persist 
during the period of the. audit (2011-16). Further, the Corporation had 
shortage of manpower due to which it did not prefer filing of certificate 
cases against some of the defaulting loaliees. 

The Government replied (October 2016) that the recovery had declined 
over the period as the left over units comprise mainly of private /leased, 
rented land/ premises or otherwise difficult cases from where recovery of 

.· loan was normally difficult. The reply of the Government was not tenable 
as the Corporation failed to take sufficient steps to recover the dues like 

. finding prospective buyers for sale of defaulting units through timely 
advertisement/readvertiseinent, settiement of offer made by the prospective 
buyer through effective negotiations, etc. · 

© The Corporation did not fix any target of recovery of dues for the period 
2010-llto 2015-16. 

The Government replied (October 2016) that recovery target was not fixed 
during the period as :i.t would not serve much purpose. 

The Government reply was not tenable since setting of recovery targets 
provides a basis for result oriented actions and is a prerequisite for 
assessing the effectiveness of the efforts taken for recovery of outstanding 
dues. 

One Time Settlement Scheme 2()14 (OTS) and Incentive-cum-Loan 
Re-structuring Scheme (lLRS) 

2.4Uii . In order . to increase the recovery of its outstanding dues, the 
Corporation introduced two schemes viz. (a) One Time Settlement Scheme 
2014 (OTS "'2014) and (b) Incentive-cum-Loan Re--structuring Scheme (ILRS). 

Under the OTS- 2014, the settlement amount was: 

(a) 400 per cent of the principal outstanding amount as on 31 March 2014 
for the loans sanctioned up to 31March1990; 

(b) 300 per cent of the principal outstanding amount as on 31 March 2014 
for the loans sanctioned after 31 March 1990; and 
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(c) I 00 />er ce111 of the principal outstanding amount as on 3 1 March 20 14 
for certain specia l categories of loanees li ke Mahil a Udyog Ni ti (M UN), 
Self-Employment Scheme for Ex-Serviceman (SEMFEX), etc. 

Under ILRS, settlement amount wa!-. to be arri ved at by fu ll waiver of penal 
intere!-. t and other charges subject to a maximum amount of< 25,000. 

A udit observed that the rccmcry -;chemes launched by the Corporation was 
not effective !-. ince only a !-.Urn or< 5.07 crnrc (Principal : < 2.47 erore, Interest 
and others: < 2.60 crore) was recovered during the period o f fi ve years ended 
3 1 March 20 16, which wa!-. in !-.ignif'icant in comparison to the amount of 
outstanding dues. 

The Government -;tated (October 20 16) that the recovery scheme so launched 
was a special settl ement scheme and was for onl y such units where immovable 
mortgaged assets in shape o f Land/ Building was not available and from where 
chances of recovery were remote. 

The reply of' Government 'Ml'i not tenable as the Corporation should have 
launched the scheme keeping in mind the existing condit ion of the loanee 
units. 

Certificate cases for recovery of dues 

The Corporation also initiated legal action under sect ion 32 (G) of the Act for 
the recovery or its dues by way or ril ing Certifica te case against the defaulti ng 
uni ts. Since inception of the Corporat ion till date (M arch 20 16), a tota l of 376 
cases were pending. as given in Table No. 2.-J...3 

Ta hie No. 2.4.3: Details of certificate cases 

Particula rs No. of cases Amount 
(~ in crore ) 

(a) Cases pending wi th different 129 427.00 
collectors 

(b ) Cases pending for hearing 247 359.00 
Total 376 786.00 

Source: lufor111atio11 f11mislied by the corporation 

It can be seen from the table that though the legal action had been initiated 
by the Corporati on to recover its dues, the action had not proved to be fruit fu l 
as 376 numbers of total Certificate cases amounting to < 786.00 crore were 
still pending. 

The Government accepted (September 20 16) the facts and assured audit that 
the follow up act ion was being taken by the Corporation. 

It is worth mentioning over here that of a total or 2777 number of defaulting 
units as on 3 1 M arch 201 6, the Corporation init iated recovery through ri l ing o f 
Certificate Cases only in respect o f 579 defaulting units. Thus the Corporation 
was not aggress ive in pursuing the realisation of its recoverable dues. 

The Government replied (October 20 16) that the Corporation was not fili ng 
further Certificate cases as prev iously fil ed cases were not fru itful despite 
consistent follow up. T he Corporati on further stated that unless the 
previous ly fi led Certifi cate cases were concluded, filing more cases wou ld not 
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be reasonable in view o r shortage or manpower for cases needed to he 
f ollowcd up. 

Constraints in recovery of loan 

In response to a quest ionnaire issued to the Management, the M anagement 
cited the following constraints in realisation o f outstanding dues: 

a) Shortage of manpower to pursue outstanding dues; 

b) Cases o f loan were more than 20 years old and complete records o f 
these loans were either not available or only par1iall y available; 

c) There were inordinate delays in legal proceedings; and 

d) Where the Corporation wanted to sell o ff the property of the defaulting 
l oanec~, in some cases buyers were not avai !able or they quoted rates 
that were far less than the reserve price fi xed by the Corporation. 

Failure to comply the recommendations of previous Performance Audit 

2.4.7 A Review on " Recovery Performance of Bihar State Financial 
Corporation" had featured in the Audit Report (Commercial ), Government o f 
Bihar for the year ended 3 1 M arch 2004. The Report contained 
recommendations asking the Corporati on to (a) review its system or post 
disbursement follow up, (b) introduce OTS scheme and special sa le strategy to 
improve its recovery performance, (c) rev iew all the cases of sold units and 
file certificate cases against those units where it suffered loss and pursue all 
the cases effectively to get recovery certificates at the earliest for reali zation of 
balance amount, (d) take up the matter o f defaulting units located in 
Jharkhand, w ith the Government of Jharkhand for effecti ve recovery action 
and disposal of defaulting units. 

Audit observed that the Corporation failed to follow up on the 
recommendations made by Audit except for launching an OTS/incentive 
schemes for recovery of old outstanding dues. Records to watch performance 
of a . i ted units and recovery of dues continued not to be maintained properly. 

The Government repl ied (October 2016) that (a) the recommendation 
regarding post disbur ement follow-up would be taken on recommencing by 
the Corporation of its financial acti vitie , i .e. sanction/disbursement of loan; 
(b) in con onance w ith the recommendation , Corporation had introduced 
ettlement schemes, viz., OT S 2004, 2006, 2009, I LRS 2008 and OTS 20 14; 

(c) Certifi cate cases were initiated in several cases subsequent to the 
recommendations; and (d) the earlier policy deci ion o f Jharkhand 
Government wa a hindrance in sale and recovery from defaulting unic 
located in Jharkhand. This was however subsequently ettled on the initiati ves 
taken by the Corporation which resulted in taking actions for sale of defaulting 
units located in Jharkhand. 

Man wer 

2.4.8 In order to operate the functions of the Corporation economicall y, 
efficiently and effectively, the Corporation hould have adequate number of 
employee commen urate w ith the nature and size of business. This is also 
necessary to safeguard the properties/assets of the Corporation. 
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A udit observed that the manpower o f the Corporation was inadequate as 
cfo .. cussed below : 

• A~ on 3 1 M arch 20 16, as against the sanctioned strength of 5 14, there were 
only 149 employees employed in the Corporation. M os t of these employees 
were lower level employees viz. clerk , peon, typist, etc. Only fi ve percent 
of the employee!'.. were at the officer level. 

• The number o f offi cers wa~ onl y seven which included both the officers in 
Head Office as wel l a!-. Branch offices. Out o f these seven officers, four 
offi cers were posted in Head o ffi ce and only three offi cers were posted in 
branch offices. 

Thus, due to lack or manpower in the Corporation as well as its branch offices, 
during the last I 0 years, the Corporation had lodged only 46 FIR cases 
amounting to ~ 1.79 crore. Dearth of manpower adversely affected the 
recovery performance of the Corporati on. 

The Government replied (October 20 16) that the Corporat ion was maintaining 
optimum strength o f officers and staff which appeared adequate to maintain 
present level of its activ ities. T he reply was not tenable as only fi ve per cent of 
its employees were o fficers deputed at Head office as well as Branch offices 
which was not sufficient for monitoring the entire recovery functions for Bihar 
and Jharkhand. Further, due to shortage o f manpower, the Corporation did not 
prefer to file certificate cases in respect of defaulting loanees as mentioned in 
paragraph 2.4.6. 

Conclusion 

Audit concluded that : 

• the performance of the Corporation regarding recovery of loan 
and its pursuance was poor. The OTS-2014 and ILRS schemes 
brought in by the Corporation did not prove to be fruitful. The 
Corporation did not comply with the recommendations of the 
previous Audit Report. 

• there was shortage of manpower in the Corporation which had 
adversely affected its recovery performance. 

[ Recommendation 

Audit recommends tha t the Corporation needs to develop a concrete 
mechanism to improve its recovery of loans. 

99 



. :< ... 



CHAPTER-III 

COMPLIANCE 
AUDIT OBSERVATIONS 

Ill n • .. 

I I 





Chapter-III 
Compliance Audit Observations 

Important audit findings emerging from test check of transactions of the State 
Government companies/ Statutory corporations are included in this Chapter. 

!Government companies 

~- - '"""' , - -- ~~--~ - - ~ -

t_ .• 

Failure to adhere to the tariff provisions and deficient Internal Control 
System prevalent in the Company resulted in short billing of consumers 
under a lower category. Besides, it also resulted in a loss of revenue of 
f 2.73 crore. 

As per the Tariff Orders issued by the Bihar Electricity Regulatory 
Commission (BERC) from time to time 1

, the Domestic Service (DS)-Ill is 
applicable to residential colonies and multi storied residential complexes 
taking load in bulk at a single point, with a minimum load of 2 KW per 
flat/house subject to a maximum of load upto 60 KW (revised to 70 KW with 
effect from April 2012). The loads up to 70 KW come under Low Tension 
Services (LTS) tariff category and loads above 70 KW come under High 
Tension Services (HTS)-1 category. Further, Section 135 ( 1) (a) of the 
Electricity Act, 2003 (Act) read with clause 11. l (b) (i) and 11.2.3 (b) (i) of 
the Bihar Electricity Supply Code, 2007 (ESC) as amended in 2010, inter alia, 
provides that the assessment of Energy Charges in the case of unauthorised 
use of electricity hall be worked out on the ba i of formulae, 
U= LxFxDx H2

. Further, as per clause 9. 15 of the ESC, the meter reader is 
required to report monthly about all the defective meters to the company 
officials fo r its early replacement. 

Scrutiny (June 2015 to November 20 15) of the records of South Bihar Power 
Distribution Company Limited (Company) revealed that: 

• in Electricity Supply Division (ESD), Dehri-on-Sone, two dedicated 
transformers of 200 KV A each were installed (prior to 201 1) in Bihar 
Mi litary Police (BMP) campus, Dehri -on-Sone, against which only six 
electric connections (one OS-II and five NOS-II) of 1 KW each were 
released in the name of the Commandant, BMP for the campus. A total 
of 115 residential quarters in the BMP campus were unauthorisedly 

1 Tariff order 2010- 11 (effective from December 2010); Tariff o rder 201 1- 12 (effective from 
May 201 I ); Tariff order 20 12-13 (effective from April 20 12); Tariff order 2013- 14 
(effective from April 20 13); Tariff order 2014-15 (effective from April 20 14) and Tariff 
order 20 15- 16 (effective from April 2015). 

2 U= LxFxDxH; where U= Quantum of Energy assessed in Units, L= Connected load in 
KW found at the ti me of inspection/ raid at site, F= Load factor as per the applicable 
category of service, D= Number of days during which unauthorised use of Electricity has 
taken place. If days were no t ascertained then such period shall be limited to 12 months, 
i.e., 365 days and H= Number of average hours of supply made avai lable per day. 
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a\ ail ing electric -..uppl y -.. ince 2011 without tail-ing valid dectri cil] 
connection'>. Since the connected load or the'>e 11 5 re.,ident ial quarter'> 
worked out to he 256 KVA (i.e. 2 KW x l1 5x l.l I ). it wa'> incum bent on 
the Company to hill a'> per the HTS-I tariff category. 1 lo\\e\er. the 
Company failed to do '>O which resulted in loss or revenue ol ~ 1.98 
crorc to the Company during the period January 20 I I to December 20 15. 

• in ESD, Bhahhua, IJi vi.,ional Electrical Enginee r. Kudra (Con-..u mer No.: 
BH 289 19) was bil led at a load or 6 KW ror the period January 2011 to 
February 20 14 , and thereafter at a load or 5 1 KW. in re .., pec t o r it'> 50 
rc ... idential quarter'>. Since the minimum aggregate load or lhe'>e 
re'>idenlial quarter'>, a-.. per the aforement ioned provi'>ion'> \HHled out lo 
be 112 KVA (i .e. 2 KW x 50 x I.I I ). the "laid con'> umer \.\a'> requi red to 
be bi lled under I ITS- I category. Failure or the Company to do .,o 
resulted in a revenue lms or~ 54.92 lakh during the period Januar} 20 11 
to J Ulle 2() 15. 

• runher. in re'>pect or l-.SIJ. Bhabhua. Divisional Elccll ical [:ngineer. 
Mohania (Con '> u111cr No.: HH 391 64 ) was hilled at a load of 75 K\\ 
under NDS-11 category in respect or its 67 res idential quarter-.. and the 
pump-set of 20 1 lor'>e Power (HP). However, the n1i11i111u111 aggregate 
load or the -..aid COn<., umer, as per the aforementioned prm i-..ion<., v,,orked 
ou t lo he 166 KV A 1. As such, the said consumer was required to he 
bil led under HTS-I category. Hm.\C\ er. the Company failed to do -..o and 
a'> a result suffered a re venue lo'>'> or ~ 20.57 lail-h during the period 
January 20 11 to June 2015. 

It can thus he com:lude<l that the Internal Control S) l\lcm pre\ aknl in the 
Company wa-.. defi cient a-.. '>hort billing or con -..unH~r., under a lov.er catcgor) 
could not be detected through their routine inspection or chec il- '>. Hes ide-.. . it 
abo resulted in a Im-.. or re\l·nue or~ 2.73 crnre to the Co111pan). 

The Company '>lated (Augu-..t 2016) that in respect or Bl\IP. Dehri-un-Sone. an 
amount or~ 1.9 1 crore together with the puniti ve charge., or~ 1.8...J. crore has 
been charged on the said consumer and the connection in the entire BMP 
campus has been converted into two HTS- I connections with a load or 122 
KVA and 176 KV A. 

The reply or the Company was not tenable in view of recovery being remote 
since Rule I 0.18 of the ESC, inter alia, slates that no recovery shall be made 
from the consumer after a period of two years. unless such -.. um has been 
shown continuously as rcco\erablc a<., arrear of charnc'> for electricit) '> Upplied 
by the licensee, 'v\hercas 111 this <.a ~e this hat.I not been done . 

The matter was reported (Pcbruary 2016) to the Government , reply 1s still 
awaited (November 2016). 

Actual Load = (6 7 quarter., x 2 KW x I. I I ) + 17 KV A load for 20 HP Pump-station. 
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3.2 Undue benefit to the Consumers 

Failure to adhere to the provisions of the Electricity Act, 2003 and the 
Bihar Electricity Supply Code, 2007 by the Company not only resulted 
in short assessment of punitive charges to the tune of~ 46.76 lakh but 
also led to extension of undue benefit to the consumer to that extent. 

Section 126 of the Electric ity Act, 2003 (Act), inter alia, provides that if on an 
inspection of any place or premises, the assessing officer is of the conclusion 
that unauthorised use of electricity (UUE) has taken place, the assessment 
shall be made for the entire period during which such UUE has taken place. 
Where the period of UUE is not ascertainable, such period shall be limited to a 
period of twelve months immediately preceding the date of inspection. Further 
C lause 11. l (b) (i) and 11.2.3 (b) (i) of the Bihar Electric ity Supply Code, 
2007 (Code) as amended in 20 I 0, inter alia, provides that the assessment of 
Energy Charges in the case of UUE shall be worked out on the basis of 
form ulae U= LxFxDxH4

. The consumption of units so assessed in accordance 
with the provisions of the Code shall be charged at twice the applicable tariff 
rate for the relevant category of services. Further, if the connected load of the 
consumer is found in excess of load contracted, then the fixed charge or the 
demand charge, as the case may be, shall al so be charged for the excess load at 
twice the appl icable tariff rate. 

Scrutiny (May 20 15) of the records of the Electric Supply Division (ESD), 
New Capital, a unit of South Bihar Power Distribution Company Limited 
(Company) revealed that the premises of a Non-Domestic Service (NDS)-115 

consumer (Consumer No. 0 I02011 15852) was inspected (November 2013) by 
the Company wherein as against the sanctioned load of 17 KW, the connected 
load of the said consumer was found to be 107 KW. The Company, however, 
in contravention of the provisions of the Act and the Code, as against the 
imposable punitive charges of ~ 5 1.60 lakh, assessed the punitive charges as 
~ 4.84 lakh only which was based on Minimum Monthly Consumption 
(MMC) for the excess load. This resulted in short assessment of punitive 
charges by~ 46.76 lakh. 

The Company stated (August 2016) that LFDH formul ae for assessment of 
punitive charges is applicable onl y when the meter has been tampered to 
interfere with the proper/accurate registration of unit to suppress the actual 
consumption in the meter which comes under the purview of Section 126 
[6 b (iii)] of the Act and as such is not applicable for defective/burnt meters. 
The reply of the Company was not tenable as Clause A (5) of Annexure 7 of 
the Code, as amended in 20 I 0, inter alia, states that if it is found at anytime 
that energy supplied is used for a purpose on which higher tariff is applicable 
and the meter too is not working satisfactorily, then the provisions under the 

4 U= LxFxDxH; where U= Quantum of Energy assessed in Units, 
L= Connected load in KW found at the time of inspection/rajd at site, 
F= Load factor as per the applicable category of service, 
D= Number of days during which unauthorised use of Electricity has taken place and 
H= Number of average hours of supply made avrulable per day. 

5 NOS-LI tariff category is applicable for sanctioned load upto 60 KW/70 KW in Urban and 
other prescribed areas. 
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purview of UUE would apply and as e ment shall be made accordingly as per 
the LFDH formulae. 

Thus, fai lure to adhere to the provision of the Electricity Act. 2003 and the 
Bihar Electricity Supply Code, 2007, by the Company, not only re ulted in 
short asses ment of puni tive charge to the tune of ~ 46.76 lakh but also led to 
the extension of undue benefit to the consumer to that extent. 

The matter was reported (May 20 16) to the Government, reply is still awaited 
(November 20 16). 

North Bihar Power Distribution Com 

3.3 Loss of Revenue due to incorrect cat orisation of consumer 

Incorrect categorisation of Street Light Services Consumers and billing 
thereof at a lower rate resulted in revenue loss of~ 4.07 crore. 

Para 6 of Tariff Order 6 approved by the Bihar Electricity Regulatory 
Commis ion (BERC), inter alia, provide that Street Light Service (SS) is 
applicable for uppl y of electricity for street light y tern including signal 
system in Municipal Corporations, Municipalities, Notified Area Committees, 
Panchayats, etc., and al o in areas not covered by any Municipality and 
Notified Area Committee provided the number of lamp from a point of 
supply is not Jes than five. Further, the said Tariff Order al o provides that 
metered consumer and unmetered consumer of Street Light Service shall be 
categori ed into SS-I and SS-II respectively and billed a per the provision of 
the aforementioned tariff order, i.e., 700 paise/unit ubject to minimum 
monthly charge of 250 unit /KW or part thereof in ca e of SS-I con umer 
and< 440 per 100 W/month or part thereof in respect of SS-II con umers. 

Scrutiny (June 2015 to Augu t 2015) of the record of North Bihar Power 
Di tribution Company Limited (Company) revealed that at Electricity Supply 
Division (ESD), Katihar, an unmetered con umer namely Chairman 
Municipality, Katihar, having a sanctioned load of 1 KW was being assessed 
in metered category. However, as per the load verification done (December 
2013) by the Company, the actual load of the said consumer wa found to be 
859 KW and the con umer was found to be an unmetered con umer a well. 
Accordingly, a punitive bill of < 8.06 crore under the unmetered category, was 
served (December 20 13) upon the consumer. However, the said consumer was 
billed under the metered category for the period January 20 14 to April 2015 
and thereafter under unmetered category. As a con equence of billing of the 
said con umer under the SS-I tariff category at a lower rate, the Company 
suffered a lo of< 4.07 crore for the period January 20 14 to April 2015. 

The Government replied (September 20 16) that the revenue loss of 
< 4.07 crore has already been charged in the e lectric ity bill of the said 
consumer for the month of January 20 16. However, the fact remained that a 
sum of < 4.07 crore is sti II recoverable from the said consumer. 

6 BERC Tariff Order 201 3- 14, 2014-15 & 2015-16. 
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Thus, a a result of incorrect categori ation and billing thereof at a lower rate, 
the Company suffered a loss of revenue to the tune of ~ 4.07 crore. 

3.4 Loss of revenue due to incorrect cat orisation of HTS consumer 

Wrong categorisation of High Tension Services consumer as Domestic 
Services (DS)-II/ DS-III consumer and billing thereof at a lower rate 
resulted in a revenue loss of~ 53.44 lakh. 

Tariff Orders7 issued by the Bihar Electricity Regulatory Commission (BERC) 
from time to time, inter alia, provides that Low Tension Supply (L TS) tariff is 
appl icable, for Domestic Services (DS) consumers which included DS-II and 
OS-Ill categories, for supply of electricity for connections with a maximum 
connected load upto 60 KW /67 KV A 8 (revised to 70 KW /78 KV A with effect 
from April 2012). OS-II tariff category is applicable for domestic premises in 
urban area having a connected load upto 7 KW whereas DS-III tariff category 
i applicable to residential colonies and multistoried residential complexes 
taking load in bulk at a single point, with a minimum load of 2 KW per 
flat/house subject to a maximum load9 up to 60 KW/67 KVA. High Tension 
Service (HTS)-I tariff category is applicable for installation having connected 
load of 75 KVA and above. In case of OS-II/III category consumers, if total 
permissible maximum connected load is exceeded, it requires conversion of 
the consumer category to HTS-I to claim proper higher tariff. 

Scrutiny (January 2016) of the records of Electricity Supply Division (ESD), 
Darbhanga (Urban) a unit of North Bihar Power Distribution Company 
Limited (Company) revealed that: 

• a consumer, Mis Senior Divisional Electrical Engineer, Railway, 
Bakerganj , Laheriasarai, Darbhanga (consumer No. CRT-316) having 50 
residential quarters was billed under DS-III category at a connected load 
of 19 KW during the period August 2009 to February 2014 and 
thereafter from March 2014 under DS-II category. Further, in June 2015, 
as a consequence of physical verification, the load of the said consumer 
was enhanced to 25 KW under DS-II category on the basis of the 
combined load of all the residential quarters. 

• since the connected load of the aforementioned consumers worked out to 
be 112 KVA i.e. (50 quarters x 2 KW x 1.1), the said consumer was 
required to be billed under HTS-I tariff category. However, billing of the 
said consumer under DS-II/DS-III category in contravention of 
the provisions of the aforementioned tariff orders, led to a revenue 
loss of ~ 53.44 lakh to the Company for the period August 2009 to 
December 2015. 

7 Tariff order 2008-19 (effective from August 2008); Tariff order 20 10-1 1 (effective from 
December 20 10); Tariff order 2011 -12 (effective from May 2011 ); Tariff order 2012-13 
(effective from Apri l 2012); Tariff order 2013- 14 (effective from Apri l 2013); Tariff order 
20 14-15 (effective from Apri l 20 14) and Tariff order 20 15-16 (effective from Apri l 2015). 

8 1KW=1.1111 KVA. 
9 Revised to 70 KW 178 KV A with effect from April 2012. 
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Audit further observed that the mete r of the aforementioned con. umer, as per 
the billing records, was defective during the period July 2013 to October 2015, 
during wh ich the said con umer was being billed on the basi of average 
unit /Minimum Monthl y Consumption (MMC) unit. The Company failed to 
replace the de fecti ve meter of the said consumer within the maximum period 
of seven days prescribed under Rule 22 o f the Standard. of Performance of 
Distribution Licen ee Rule , 2006 and took 29 months for its replacement 
which was indicative of not only laxity on the part of Company officials but 
al o o f deficient Internal Control System prevalent in the Company. 

The Government repli ed (September 2016) that the revenue loss pointed out 
by the Audit has been charged on the con umer in the bill of April 2016. 
Further, the consumer ha been requested to apply for HTS-I connection for 
execution of an agreement to convert con. umer's category from OS-II to HTS-
1 category. The reply of the Government wa not tenable since the chances of 
recovery is remote in view of Ru le 10.18 of the Bihar Electric ity Supply Code, 
2007, which states that no recovery shall be made from the consumers after a 
period of two years unle . such sum has been shown continuous ly recoverable 
as arrears of charge for the electricity supplied . The fact re mained that a sum 
of~ 53.44 lakh was still (August 20 16) recoverable from the consumer. 

Thus, wrong categorisation of a High Te nsion Services (HTS)-! consumer as 
Domestic Service (DS)-Il and DS- m consumer and billing thereof at a lower 
rate resulted in a revenue loss of~ 53.44 lakh to the Company. 

3.S Loss of Revenue due to incorrect cat orisation of PWW consumer 

Wrong categorisation of Public Waterworks con umers and billing 
thereof at a lower rate resulted in revenue loss of~ 95 lakh. 

Tariff Orders '0 approved by Bihar Electricity Regulatory Commiss ion 
(BERC), inter alia , provided that Low Tension Supply (LT) tariff rate for 
Non Domestic Service (NOS) category are applicab le only for upply of 
electricity to non-domesti c consumers having a sanctioned load of up to 70 
KW (60 KW till March 20 12.) Further, Para 5 o f the aforementioned Tariff 
Order al so provided that Public Waterworks (PWW), Sewage Treatment 
Plant and Sewage Pumping Stations having connected load upto 90 HP come 
under the PWW consumers category and shall be billed as per the PWW tariff 
rates accordingly. 

In the course of scrutiny (May 2015) o f records of North Bihar Power 
Di tribution Company Limited (Company), we observed that: 

• at Electric Suppl y Division (ESD), Hajipur, seven Public Hea lth 
Engineeri ng Department (PHED) consumers were billed under NOS-Tl/ 
Irrigation and Agricu ltural Service. ( IAS)- 11 11 tariff category instead of 

JO Tariff Order 2010- 11 (effective from December 20 10): Tariff order 20 11 -12 (effective 
from May 201 1 ): Tariff orders 20 12- 13 (effecti ve fro m April 2012): Tariff order 20 13-
14 (effective from April 2013) Tariff order 20 14- 15 (effective from Apri l 2014 ). 

11 Irrigation and Agricultura l Services ( IAS)-11 Tariff i applicable to State Tube Welb/S tate 
lift irrigation pumps/State Irrigation pumps upto I 00 HP. 
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the appropriate PWW tariff category during the period December 201 1 
to February 20 15. 

• as a consequence of wrong categorisation of the consumers and billjng 
thereof at a lower rate, these consumer were charged a sum of ~ 58 lakh 
onl y as against the chargeable bill of ~ 1.53 crore for the perjod 
December 2011 to February 201 6. Thjs resulted in a revenue loss of 
~ 95 lakh to the Company. 

The Government replied (September 20 16) that the category of seven 
consumers, as pointed out by the Audit, has been converted from NDS-Il/IAS­
II category to PWW category and a sum of ~ 32.34 lakh has been charged on 
these consumers in the bill of Ju ly 201 6. However, Audit scrutiny of the reply 
of the Company revealed that the Company had altogether charged a sum of 
~ 98.84 Iakh on these consumers in the bills of January 2016 and July 2016. 

The reply of the Government was not tenable since the chances of recovery is 
remote in view of Ru le I 0.1 8 of the Bihar Electricity Supply Code, 2007 
which states that no recovery shall be made from the consumers after a period 
of two years unless such sum has been shown continuously recoverable as 
arrears of charges for the electricity supplied. The fact remained that a sum of 
~ 95 lakh is still (November 20 16) recoverable from the aforementioned 
consumers. 

Thus, wrong categorisation of Public Waterworks (PWW) consumers and 
bi ll ing thereof at a lower rate resulted in revenue loss of ~ 95 lakh to the 
Company. 

3.6 Undue benefit to the 

Deficient procurement planning and failure to observe financial 
discipline on the par t of the Company resulted in avoidable excess 
expenditure of ~ 31.10 lakh. Besides, it also led to undue benefit to the 
suppliers to that extent. 

General conditions of the Notice lnvitjng Tender (NIT) issued by the Bihar 
State (Power) Holding Company Limited (BSPHCL), inter alia, stipulated that 
in the event of an extension order being placed on the tenderer, the tenderer 
shall have to supply additional 30 per cent of the ordered quantity, on the 
same terms and conditions, if the extension order was placed by the Company 
within twelve months from the date of acceptance by the tenderer/placement 
of the order. 

Scrutiny (February 2016) of the records of North Bihar Power Distribution 
Company Limited (Company) revealed that: 

• BSPHCL invited (December 20 13) two NITs 12 (old NITs) for 
procurement of 1786 un its of 63 Kilo Volt Ampere (KVA) Distribution 
Transformers and 770 units of 100 KV A Distribution Transformers. 
Against these NITs, the Company placed (February 2014) two purchase 
orders 13 for supply of 518 units of 63 KV A Distribution Transformers and 

12 NIT No. -473/PR/BSPHCU20 13 and 474/PR/BSPHCU2013. 
13 Purchase Order No.: 30 dated 12/02/20 14 and Purchase Order No.: 39 dated 19/02/2014. 
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120 units of 100 KVA Distribution Transformers at a firm "per 
transformer landed rate" of~ 82312.20 and ~ 108764. 10 respectively on 

1. 14 
two supp 1er . 

• The Company again invited (October 2014) two new NTTs
15 

for 
procurement of 3,593 units of 63 KV A Distribution Transformers and 
1794 units of lOO KVA Distribution Transformers. The placement of 
subsequent purchase orders by the Company, under the said new NITs 
was well within the time limit permissible fo r placement of Repeat 
Purchase Order/Extension Order under the o ld NITs. As against the fresh 
NITs, the Company placed three purchase orders 16 for procurement of 
3593 units of 63 KVA Distribution Transformers and 1794 units of 100 
KV A Distribution Transformers at a landed rate of ~ 98555.05 and 
~ 1252 18.95 per transformer respecti vely on two suppliers 17 in December 
2014 and March 2015. 

We fu11her observed that: 

• the Company failed to adhere to the General terms and conditions of the 
aforementioned NIT in respect of placement of repeat purchase order, 
issued in December 201 3. 

• the Company failed to effectively plan its procurement requirements, as 
was indicated by the ignificant increase in the procurement quantity of 
Distribution Transformer within a span of one year. 

• the Company fa iled to observe financial discipline by invoking the Repeat 
Purchase Order/Extension Order Clause of the o ld NITs for procurement 
of a t least 30 per cent of the quantity of the aforementioned materials and 
instead ordered under the new NITs three purchase orders (on two 
suppliers in December 2014 and March 2015) for procurement of the 
aforementioned Distribution Transformers at a higher landed rate of 
~ 98555.05 and~ 1252 18.95 per transformer respecti vely. 

• failure on the part of the Company to procure 30 per cent of the quantity 
of Distribution Transformers by placing a repeat purchase order/extension 
order resulted 1n avoidable excess expenditure of 
~ 3 1.10 lakh. 

The Government replied (September 20 16) that the performance of the two 
suppliers under old NITs in respect of 63 KV A as well as I 00 KV A 
Distribution Transformers was not satisfactory, since they fa iled to deliver the 
Distribution Transformers w ithin the scheduled time period. Further, the 
Delegation of Power (DOP) rules of the Company permits the extension of 
Repeat Purchase Orders to only those supplier whose performance was 
satisfactory. It i because of this reason that Repeat Purchase Order were not 
g iven to the suppliers of o ld NlTs. 

1-1 Mis L.D. Power Transformer Private Limited and Mis Modern Transfo1 mer Private 
Limited. 

15 lT No. : 2061NB PDCU20 14 and 207/N BPDCU2014. 
16 Purchase Order No.: 124dated0 111212014; Purchase Order No.: 122dated01/1212014 and 

Purchase Order No. 3 1 dated 25103/20 15. 
17 Mis Rajasthan Transformers and Switchgcars and Mis East India Udyog Li mited. 
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The reply of the Government was not tenable since this was not new to the 
Company policy, in an earlier case audit had witnessed that the Company had 
accorded Repeat Purchase Orders for 63 KV A Distribution Transformers to a 
supplier whose delivery performance in respect of I 00 KY A Distribu tion 
T ransformers was deemed as unsati sfactory. As such, the contention of the 
Government that Repeat Purchase Order option was not reso1ted to on account 
of unsatisfactory performance of the supplier is not proper, and the Company 
failed to avail the benefi t of lower rate by invoking the Repeat Purchase Order 
clause. 

Thus, deficient procurement planning and fa ilure to observe fi nancial 
di scipline on the part of the Company resulted in avoidable excess expenditure 
of ~ 31.10 lakh. Besides, it also Jed to undue benefit to the supplier to that 
extent. 

South Bibar Power Distribution Company Limited and North Blbar 
Power Distribution Company Limited 

3. 7 Undue benefit to the su lier 

Failure on the part of the Companies to safeguard its financial interest by 
invocation of Clause 14 of the Notice Inviting Tender in procurement 
of Single Phase Meters resulted in avoidable excess expenditure of 
~ 56.62 lakh. 

Repeat Purchase Order/Extension Order, as per Clause 39 of the General 
conditions of the Notice Inviting Tender (NIT) means that in the event of an 
order being placed on a tenderer, the said tenderer shaJI supply add itional 
30 per cent of the ordered quantity on the same terms/conditions of the Notice 
Inviting Tender (NIT), if such an order is placed by the Company within a 
period of twelve months from the date of acceptance/placement of the order. 

North Bihar Power Distribution Company Limited (NBPDCL) and South 
Bihar Power Distribution Company Limited (SBPDCL), placed seven Repeat 
Purchase Orders against NIT 445/ PR/ BSPHCU 201 3 on four pri vate 
suppliers in October 2014 for supply of 137550 Single Phase Meters 
(NBPDCL-75000 meters, SBPDCL-62550 meters) at a landed cost of 
~ 9 13.68 per meter. Clause 3 of the said Repeat Purchase Orders provided 
for supply of the entire quantity of meters within one month , i.e., up to 
15 November 2014 in case of NBPDCL and within two months, i.e., up to 
30 November 2014 in case of SBPDCL. Clause 4 of the said Repeat Purchase 
Orders also stipulated for levy of penalty at the rate of 0.5 per cent of 
ex-works undelivered supply per week of delay or part thereof subject to a 
maximum of I 0 per cent. Besides, Clause 14 of the NIT vested the purchaser 
with a right to cancel the order/contract in part or full on default of delayed 
supply or if sub-standard materials were applied. 

Scrutiny (February 201 6) of the records of the Company revealed that: 

• as against the schedule of supplying entire 75,000 meters to NBPDCL by 
15 November 2014, the suppliers did not deliver any meter till 15 

. November 2014 and as against the schedule of supplying entire 62,550 
meters to SBPDCL by 30 November 2014, the suppliers did not deliver 
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any meter till 30 November 2014. Both the Companies had deducted a 
sum aggregating to < 25 .10 lakh from the bills of suppliers on account of 
penalty for delay in supply of meters. 

@ in November 2014, for both the Companies, NBPDCL invited tender for 
procurement of another 13,60,000 Single Phase Meters for which the 
price bids were opened Ori 11December2014. The rate per meter quoted 
by the lowest tenderer ·was<. 849, which was lower by< 64.68 than the 
rate. of < 913.68 at which procurement of 137550 meters were under 

._process. By the date of opening of the.price bids on 11 December 2014, 
the earlier suppliers had made a delivery of only 11200 meters as against 

. the Repeat Purchase orders for 137550 meters. 

Since it came to the notice. 0f NBPDCL and SBPDCL that the price 
quoted against the tender of November 2014 was lower than that of 
Purchase Orders of October 2014 and the suppliers in respect of Repeat 
Purchase Orders defaulted in timely supply of meters, it would have been 
prudent on the Companies to safeguard their financial interests by 
cancelling the Repeat Purchase Orders vide invocation of Clause 14 of the 
NIT. Further, the Companies could have attempted to purchase the 

. balance undelivered quantity at a lower rate of < 849 per Single Phase 
Meter. However, both the Companies failed to do so and instead 
continued to accept the belated supply of 137549 meters at a higher rate. 
This resulted in excess expenditure of < 56.62 lakh 18 which was 
avoidable. 

The Government, while accepting the facts and figures, stated (September 
2016) thal cancellation of Repeat Purchase Order was not resorted to in view 
of the excessive demand for meters as well the potential revenue loss. Further, 
the meters lying in inventory in September/October 2014 together with the 
meters purchased vide Repeat Purchase Order has been utilised in February 

· · 2015 by the time of which the supply of meters under the new tender had 
hardly begun. The reply of the Government was not verifiable as the Company 
failed to provide the 11tilisation certificate as well as the revenue earned in 

. respect of the meters purchased vi de Repeat Purchase Orders to audit The fact 
remained that the Procurement Planning was deficient and there was no 
system of determination of re-ordering quantity of stocks. Besides, the 
Company_ failed to exercise financial prudence by canceUing the Repeat 
Purchase Orders and· placing Purchase Orders afresh to avail the benefit of 
lower rate of the new tender. Failure on the part of the Company to do so, 
resulted in excess expenditure of< 56.62 lakh which was avoidable. 

18 
·Avoidable Excess Expenditure = ~ 64.68 x 126349 meters [i.e. Total meters supplied 
(1,37,549) - meters supplied up to 11 December 2014 (11200)] - Penalty deducted 
(~ 25.10 lakh) = ~ 56.62 lakh. 
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3.8 I ent and undue favour to the Consultant 

Failure to safeguard financial interests on the part of the Company not 
only led to irregular payment of ~ 27 .15 lakh to the Consultant but also 
resulted in undue favour to that extent. 

Canara Bank is the main banker of Bihar S tate Power Generation Company 
Limited (Company), one of the five unbund led companies of the erstwhile 
Bihar State Electri city Board . Board o f Directors of the Bihar State Power 
(Holding) Company Limited in its sixth Board meeting he ld on 25 February 
20 13 appointed M/s Nexgen Financia l Solution Private Limited, New Delhi as 
financial Consul tant for arranging a long term loan of ~ 1248 crore for 
Barauni Thermal Power Stati on-2 x 500 MW Exte nsion Project (BTPS-EP) at 
a rate cheaper than the rate 19 of Power Finance Corporati on (PFC), Housing 
Urban Development Corporation Limited (HU DCO) and Central Bank of 
India (CBI). Accordingly, a work order was issued to the Consultant in March 
20 13. The clauses of the said work order, inter alia. prov ided that the 
Consultant was to deposit ~ 25 lakh as performance security which would be 
fo rfeited/encashed in case of un. atisfactory performance. Further, the credit 
fac ility was to be obtained within four months fro m the date of issue of work 
order for which a commission charge, at the rate o f 0 .14 per cent of the credit 
obtained, was payable to the Consultant fo r their services. 

Scrutiny of records of the Company (December 2014) revealed that a term 
loan of~ 300 crore was sanctioned by Canara Bank in June 20 14 at a rate of 
11 .25 per cent per annum for which a sum of ~ 27. 15 lakh was paid to the 
Consultant. Audit analysis revealed that: 

• The Consultant fa iled to provide the mandated credit facility withi n the 
. tipulated time period of four months from any financial institu tion ti ll 
Jul y 20 13. Notwithstand ing the unsatisfactory performance of the said 
Consultant, no acti on was initiated against him for fo rfe iture/enca hment 
o f performance ecurity amounting to ~ 25 lakh in accordance with 
C lause 4 of the work order. 

• S ince Canara Bank was the main banker of the Company, it was 
therefore incumbent upon the Company to suo moto arrange the said 
term loan from the Canara Bank, as had been done by the Company on 
earlier occas ion . As such, no special assistance of the Consultant was 
required for the arrangement of the said term loan. Further, no 
documentary ev idences in relation to the deliberations made/ efforts 
exercised or liai a ns made by the Consultant vis a vi Canara Bank for 
ecuring the said term loan an behalf of the C ompany was available on 

record . T hus, the efficacy/util ity of this payment of ~ 27. 15 lakh to the 
Company could not be ascertained/verified by audit. 

JY Rate of Interest chargeable on Loan: PFC - 12.25 per cent; HUDCO - 12.50 per cent and 
CB I - 11.25 per cent. 
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We further observed that the Company had arranged loans amounting to 
< 850 crore and < 200 crore from HUDCO and CBI respectively duri ng the 
period August 2013 and June 2013 without seeking assistance of the 
Consultant. 

The Company stated (August 2016) that Canara Bank's sanction, 
documentation and disbursement of loan of < 300 crore to the Company at a 
cheapest interest rate of 10.7 per cent resulted only due to Consultant's efforts 
in waiver of various unfavourable conditions, etc. The reply of the Company 
was not tenable since the said loan was accorded by Canara Bank to the 
Company at an interest rate of 11.25 per cent which was not lower than the 
minimum mandated interest rate of 11 .25 per cent. Further, the Company 
failed to substantiate its reply by providing any record to audit, of the efforts, 
if any, made by the Consultant in arranging the said term loan. 

The matter was reported (March 20 16) to the Government, reply is still 
awaited (November 2016). 

Ribar State Power Tnmsmisnon Company Limited 

3.9 A voidable ent of interest 

Failure on the part of the Company to devise a suitable system for 
ensuring proper assessment of tax liability led to non-payment of 
advance tax resulting in avoidable payment of interest oft 35.87 lakh. 

Section 208 of the Income Tax Act 1961 (Act), inter alia, provides that every 
assessee hav ing a tax liabi lity of < 10000 of more shall pay advance tax in the 
manner and at the rate prescribed under the Act. Failure to deposit minimum 
90 per cent of the tax in advance as well as shortfall in depositing tax as per 
the prescribed slab attracts interest at the rate of one per cent per month or part 
of a month separately as prescribed under Section 234B and 234C of the Act. 
The Company is, thus, requi red to make proper estimation of taxable income 
to ensure timely depos it of advance tax as required under the Act to avoid the 
incidence of interest payment. 

We observed (December 20 15) that Bihar State Power Transmission Company 
Limited (Company) failed to deposit advance tax with the Income Tax 
authorities for the financ ial year 2014-15. The amount of tax deducted at 
source on the income of the Company for the financial year 2014- 15 stood at 
< 13. 12 crore which was duly deposited with the Income Tax authorities. The 
total tax liability of the Company for the financial year 2014- 15, however, 
amounted to< 16.36 crore. Since the total tax paid fe ll short of 90 per cent of 
tax payable, Company had to pay penal interest of < 35.87 lakh for the 
financial year 2014-15 under Section 234B and 234C of the Act. 

Company stated (September 20 16) that Minimum Alternate Tax (MAT) is 
payable on the book profit, the computation of which was very difficult and 
beyond estimation prior to finalisation of Profit & Loss Accounts of the 
Company. However, the Company has developed mechanism for avoidance of 
such kind of tax liabilities in future. The reply of the Company is not tenable 
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since the Book Profit can be estimated with a reasonable degree of accuracy 
once the Company is in receipt of business orders ensuring the inflow of 
income. Besides, the Act too permi ts the variation in the self-assessed income 
of an assesse to the extent of I 0 per cent only. Thus, the Company failed to 
devise a suitable system for assessment of its income which is reaffirmed by 
its reply. 

Thus, failure on the part of the Company to devi se a suitable system for 
ensuring proper assessment of tax liability resulted in avoidable payment of 
interest valued at ~ 35.87 lakh. 

The matter was reported (May 2016) to the Government, reply is still awaited 
(November 201 6). 

Bihar State Beve ration Limited 

The Company failed to protect its financial interest by conceding 
payment of~ 1.65 crore to suppliers. 

Bihar State Beverages Corporation Limited (Company) operates its wholesale 
business of supply of liquor (Country Spirit/ Spiced Country Spirit as well as 
Indian Made Foreign Liquor) through depots situated at different districts' 
headquarters. There are two types of depots, namely, composite depots and 
non- composite depots. Composite depots are owned by the Company from 
where supply is made. Non-composite depots are owned by suppliers 
themselves from where supply of liquor is directly made. In case of suppl ies to 
composite depots, suppliers incur transportation cost and other overhead 
charges to bring liquor fro m their depots to composite depots, whereas in case 
of non-composite depots, such transportation cost and other overhead charges 
are not incurred by the suppliers. Al l prices for sale of liquor are fixed and 
revised by the Registration, Excise and Prohibition Department, Government 
of Bihar (Department). 

To nulli fy the effect of differential amount of transportation cost and other 
overhead charges between two categories of depots, the Department, vide its 
order dated Jul y 2009 had reduced the prices of Country Spirit sold from the 
non-composite depots to the extent of ~ 0.1 7 and ~ 0.09 in case of 400 ml 
sachet and 200 ml sachet respectively for the period July 2009 to March 2012. 
The payments to the suppliers in the case of non-composite depots during this 
period were also accordingly made. 

Audit, however, fo und that the Department, while revising (March 2013) the 
prices of Country Spirits with effect from April 20 13, did not provide for 
reduction of transportation cost and other overhead charges from the bills of 
the suppliers which had non-composite depots. Since the suppliers owning 
non-composite depots do not have to incur any expenditure on account of 
transportation of liquor from the place of their depots to the Company, the 
aforementioned Depa11mental order not providing for reduction of transport 
and other overhead charges from the bills of the said suppliers was detrimental 
to the financial interests of the Company as additional transportation costs 
were not being bifurcated and be ing borne by the Company. 
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Audit is of the view that it was incumbent upon the Company to pursue the 
matter with the Department to afeguard its financial interest.. Failure on the 
part of the Company to do so resulted in payment of ~ 1.65 crore20 to three21 

suppliers having non-compo ite depots on account of transportation and other 
overhead charges, which was not being paid by the Company for the 
implementation of the order dated July 2009. 

The Company stated (May 20 16) that fi xation of price of Country Spirits was 
made at the level of the Department and the wholesale business was being 
done at the prescribed rate at the depot level of the Company. Payment on 
account of transportation was not indicated in the subsequent orders of the 
Department and therefore no payment in respect of transportation had been 
made to the suppliers. 

The reply of the Company is not tenable since to protect its financial interest, 
it should have pur ued the matter with the Department to exclude 
transportation costs as was the case before the issuance of the aid order in 
July 2009. In absence of such pursuance, the Company fai led to protect its 
financial interest by conceding a payment of ~ 1.65 crore to the suppliers. 

The matter was reported (March 2016) to the Government, reply is still 
awaited (November 20 16). 

Bihar State Text Book Pub tion Limited 

Failure of the Company to safeguard its financial interests 
resulted in blocking up of working capital of the Company to the tune of 
~ 4.19 crore. 

The canons of Financial Propriety, inter alia, stipulates that a person shall 
exercise the same vigilance in respect of expenditure to be incurred out of 
public money which a per on of ordinary prudence would exerci e in respect 
of expenditure of his own money. Bihar State Text Book Publishing 
Corporation Limited (Company) is engaged in publishing and printing of text 
books in the State o f Bihar in accordance with the Education Policy of the 
Government of Bihar. The Company had filed its Income Tax Return (ITR) 
for the assessment years 2009- L 0 and 2010- l L on 30 September 2009 and 14 
October 2010 respectively. 

Audit scrutiny of the records of the Company revealed (September 2014 and 
October 20 15) that: 

• the Company was held (April 2011) to be an educational institution 
eligible for exemption from payment of Income Tax by the Hon'ble High 
Court, Patna under Section 10 (23C) (iiiab) of the Income Tax Act, 1961 
(Act), in respon e to an appeal made by the Company against an order 
(October 2009) of Income Tax Appellate Tribunal (IT AT). 

20 The amount of excess payment has been worked out on the basis of the price reduction 
specified in Government's order dated 2009 on a conservative basis. 

21 Jehanabad, Nawada and Siwan. 
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• however, in respect of the a essment year 20 I 0- 11 , the income of the 
Company was e rroneously asses ed at ~ 7.26 crore and after making 
certain adjustment, the tax liability of the Company was worked out to 
be ~ 2.47 crore in respect of which the Company had already paid a sum 
of ~ 4.19 crore by way of advance tax and Tax Deducted at Source 
(TDS). A per the JTR fi led (October 20 I 0) by the Company, it was 
entitled to the refund o f a sum of~ 1.7222 crore. The said refu nd is still 
(Jul y 20 16) a receivable by the Company. 

We further observed that the Company fai led to file an appeal against the 
erroneou Notice of De mand i sued (January 20 13) under Section 156 of the 
Act within the prescribed period of 30 days for refund of additional sum of 
~ 2.47 crore which wa lying blocked with the Income Tax Department. 
However, the Company, at the instance of Audit, belatedl y fil ed an appeal on 
19 November 20 15, i.e., after a delay of 34 month . 

The Company stated (August 20 16) that s ince the Asses ing Officer had 
erroneous ly assessed the income of the Company at ~ 7.26 crore instead of 
~ NIL, the Income Tax Authority may amend any such order passed by it 
under Section 154 of the Act, provided the appli cation for correction is made 
within a period of fo ur years. Accordingly, the Company has filed an 
application before the As essi ng 0 fficer on 14 November 20 15 that i wel I 
within the prescribed time. 

The reply of the Company was not tenable, a the claim shou ld have been filed 
by the Company within 30 days under Section 156 of the Income Tax Act, so 
that refund could have been received earlier. Moreover, the Company fil ed the 
appeal on ly after the issue was brought to its notice by aud it. 

Thus, fai lure of the Company to safeguard its financial interests resulted in 
blocking up of work ing capital of~ 4. 19 crore from February 20 13 to till date. 

The matter was reported (February 20 16) to the Government, reply is still 
awaited ( ovember 20 16). 

ration Limited 

3.12 Undue benefit to the Contractor 

The Company in violation of the provisions of the agreement failed to 
deduct Liquidated Damages of t 1.66 crore from the bills of the 
Contractor. This resulted in extension of undue benefit to the Contractor 
by the Company. 

Bihar State Road Development Corporation Limited (Company) entered 
(Septembe r 20 11 ) into an agreement with M/s Sadbhav G KC Joint Venture 
(Contractor) fo r construction of Mohammadpur-Rajapatti-Mashrakh-Khaira­
Chhapra Road (SH-90) (work) fo r a total value of ~ 20 1.82 crore. The work 
was di vided into th ree sectio ns, name ly, Section I , 2 and 3, their schedule date 

22 Amou111 o f re fund = Tota l advance tax and TDS (~ 4. 19 c rore) - erroneous tax liabil ity o f 
~ 2.47 crore = ~ 1.72 crore. 
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of completion being 800 days, 850 days and 912 day respectively from the 
date of commencement (October 2011) of work. In effect, the schedule date of 
completion of the entire work was April 2014, with the schedule date of 
completion of Section 1, Section 2 and Section 3 being 19 December 2013, 7 
February 2014 and 10 April 2014 respectively. Further, Clause 8.7 of the 
agreement, inter alia, provided for the deduction of Liquidated Damages (LD) 
at a rate of one-twentieth of the Final Contract Price of the Section per day, 
subject to a maximum of 10 per cent of the same. 

Scrutiny (December 2015) of records of the Company revealed that the 
Company failed to ensure expeditious execution of Section 1 of the work as 
the percentage of work executed under Section 1 on its scheduled date of 
completion (December 2013) was only 48.24 per cent. 

The slow execution of the work was mainly attributable to the Contractor's 
failure to mobilise and deploy resources on the work-site namely materials, 
equipment, manpower, etc. The Contractor applied (November 2013) for 
extension of time (EOT) which was granted by the Company on 20 March 
2014 with an instruction to complete the entire work by 30 April 2014. 
However, the Company failed to get the work executed and the contractor 
unilaterally abandoned the work on 09 April 2014 and thereafter, the 
Company terminated the Contract on 23 April 2014. 

We further observed that: 

• the Project Implementation Unit, Hajipur of the Company failed to 
deduct a sum of~ 1.66 crore as LD for slow execution of work from the 
bills of the Contractor (January 2014), as was provided in Clause 8.7 of 
the Agreement. 

• the EQT accorded by the Company to the Contractor on 20 March 2014 
for completion of entire work by April 2014 was unrealistic and 
unwarranted in view of the fact that 51.76 per cent of Section 1 of the 
work still remained to be executed by the said contractor within a span of 
one month and 10 days. The said EQT was accorded by the Company 
notwithstanding the Contractor's failure to execute Section l of the work 
over a period of two years and being aware of the slow execution of the 
work by the Contractor during the period January 2014 to March 2014. 

Thus, the Company not only failed in safeguarding its financial interests but 
also ensuring the timely execution of the Contract. This also resulted in 
extension of undue benefit to the contractor. 

The Company stated (September 2016) that as the proposal of the contractor 
for EOT was under consideration, the LD of ~ 1.66 crore was not deducted 
from the bills of January 2014 and finally EOT was accorded to the contractor 
in March 2014. Further, the Company also stated that the EOT for Section-1 
was accorded to the Contractor mainly because of the delayed Environment 
and Forest Clearance by the Company. 

The reply was not based on facts and was contrary to the notice issued (03 
April 2014) under Clause 15.l of the Agreement to the Contractor, which 
specifically stated that environment clearance in respect of Section 1 of the 
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I 
work was accorded to the Contractor even before the commencement of work 
and the forest clearance for 40th KM to 5gth KM was provided to the contractor 
in July 2013 itself and ihat all other encumbrances in the execution of work 
had been removed. The !company, therefore, should have deducted the LD to 
protect its financial inte~ests. . · 

Thus, failure on the part of the Company to deduct Liquidated Damages from 
the bills of the contract6r in accordance with the provisions of the agreement 
as well as grant of unreJHstic and unwarranted BOT to the contractor resulted 
in extension of undue bdnefit to the contractor to the tune of~ 1.66 crore. 

i 
. . I 

I The matter was reported (August 2016) to the Government, reply is stiH 
• I 

awaited (November 2016). 
1· 
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ANNEXURES 





SI. 
No. 

(1) 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

Annexures 

Annexure - 1.1 

(Referred to in Paragraphs 1.1 and 1.15) 

Summarised financial position and working results of Government companies and Statutory corporations as per their latest finalized financial 
statements/accounts 

(F' 5to12 ~· 
Sector/Name of the Period Year in Paid-up Long term Accumulated Turnover Net Net Impact Capital Return on Percentage Manpower 

Company of which Capital Loans Profit(+)/ profit(+) of Audit employed~ capital of return (as on 
accounts accounts outstanding Loss(·) /Loss(-) Comments' employed5 on capital 31.03.2016) 

finalised at the end of employed 
year 

(as on 
31.3.2016) 

(2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) 
A.WORKJNG 
GOVERNMENT 
COMPANIES 
AGRICULTURE & 
ALLIED 
Bihar Rajya Beej Nigam 1999-00 2013-14 

-2.25 
Limited 3.7 1 27.93 (-)58.45 1.89 (-)4.99 - 0.82 - 59 
Bihar Rajya Matasya 1992-93 1996-97 -0.05 
Vikas Nie:am Limited 1.75 2.63 (-) 1.92 - (-)0.22 . 1.74 . 2 1 
SCADA Agro Business 2011-12 2015-16 0.03 
Company Limited 0.05 0.00 (-) 1.78 . O.Q3 - 1.14 2.63 NA 
Sector wise total 5.51 30.56 (69.15) 1.89 0.03 . 3.7 -2.27 2.63 80 
FINANCE 
Bihar State Credit & 1.1 2 
lnvestment Corporation 
Limited 2010-11 2016-17 15. 12 48.44 (-) 167.78 2.38 (-)3.81 •• 28.92 3.87 36 
Bihar State Backward 0.39 
Classes Finance & 
Development Corporation 1997-98 2006-07 3.62 15.75 0.53 0.64 (-)0.29 - 3.86 IO.IO 18 
Bihar State Minorities 0.86 
Finance Corporation 
Limited 20 10-11 2015-16 28.29 33.51 (-)8.49 3.24 (-)0.01 - 43.69 1.97 29 
Bihar State Film -0.07 
Development & Finance 
Corporation Limited 2012-13 2016- 17 1.00 0.50 (-)0.76 0.00 (-)0.07 •• 0.42 0.00 7 
Sector wise total 48.03 98.20 (-)176.50 6.26 (-)4.18 . 76.89 2.30 2.99 90 
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INFRASTRUCTURE 
8. Bihar Police Building 

Construction Corporauon 
Limited 2009-10 2016-17 0. 10 0.43 (-)-1.07 9.27 10.43 - (-)3.54 10.43 0.00 344 

9. Bihar Rajya Put Nmnan 
Nigarn Limited 2013-14 2016- 17 3.50 0.00 236.99 127.86 110.17 •• 388.69 110.17 28.34 241 

10. Bihar State Building 
Construction Corporation 
Limited 20 14-15 20 15-16 5.00 0.00 33.33 58.18 41.21 - 38.33 41.21 107.51 91 

11. Bihar State Road 
Development Corporation 
Limited 2013- 14 20 15-16 20.00 43.00 225.63 749.07 58.57 (-)690.97 370.63 58.57 15.80 107 

12. Bihar Urban Infrastructure 
Development Corporation 
Limited 2014-15 2015-16 5.00 - 22.00 194.98 13.46 (-)6.09 27.00 13.46 49.85 71 

13. B ihar State Educational 
Infrastructure 
Development Corporation 
Limited 2015-16 2016- 17 20.00 - 181.60 98.95 70.51 •• 201.60 70.51 34.98 230 

Sector wise total 53.60 43.43 629.21 1222.7 306.47 (704.30) 955.91 306.47 256.83 1084 
MANUFACTURING 

14. Bihar State Electronics 
Development 
Corooration Limited 2014-15 2015-16 5.66 6.00 41.11 39.23 11.43 (-)().24 79.25 12.36 15.60 68 

15. Bihar State Mineral 
Development Corporation 
Limited 2000-0 1 2004-05 9.97 - 7.04 31.55 9.29 - 20.68 9.29 44.92 I 

16. Bihar State Beverages 
Comoration Limited 2013-14 2015-16 5.00 - 39.57 3155.3 1 132.87 3.58 50.17 132.87 264.84 208 

Sector wise totaJ 20.63 6.00 87.72 3226.09 153.59 3.34 150.10 154.52 102.94 277 
POWER 

17. Bihar State llydroelectric 
Power Corporation 
Limited 2000-01 2013-14 99.04 466.43 (-)28.18 9.12 (-)1.42 (-) 11.01 279.75 4.49 1.61 160 

18. Bihar State Power -
(Holding) Company 
Limited 2014-15 2015- 16 1475.00 70.49 - - - - 9547.64 - 308 

19. Bihar State Power -
Generation Company 
Limited 2014-15 2015-16 344.00 3 168.89 - - - (-)96.05 3663.37 - 448 

20. Bihar State Power 
Transmission Company 
Limited 2014-15 2015-16 3031.01 332.85 54.04 268.56 78.07 (-)20.55 5041 .34 96.59 1.92 1647 

21. North Bihar Power 
Distribution Company 
Limited 2014-15 2015-16 3026. 17 1569.79 (-)10 11.1 3 3446.46 (-)296.79 (-)26.14 7353.43 -134.45 0.00 4036 
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22. South Bihar Power 
Distribution Company 
Limited 2014- 15 2015- 16 494.00 1828.73 (-)217 1.62 4349.09 (-)747.SS (-)110.20 1728.76 -694. 11 - 5584 

23. Bihar Grid Company -
Limited 20 15-16 2016-17 80.61 302.03 - - - - 382.64 - 38 

24. Pirpainti Bijli Company Ale not - - - - - - - - -
Private Limited finalised - -

25. Lakhisarai Bij li Company Ale not - - - - - - - - -
Private Limited finalised - -

Sector wise lolal - - 8549.83 7739.21 (-)3156.89 8073.23 (-)967.69 {-)263.95 27996.93 (-)727.48 (.)2.54 12221 
SERVICES 

26. Bihar State Tourism 2012- 13 
Development Corporation to 
Limited 2014-15 2016-17 5.00 0.00 18.43 11 .63 5.35 - 26.72 5.35 20.02 268 

27. Bihar State Food & Civil 1990-91 2012-13 
Supplies Corporation 
Limited 4.46 5739.16 (-)46.04 140. 14 (-) 11.1 8 (-)3.37 39.12 -3.02 - 835 

28. Bihar Medical Services & 2012- 13 2013-14 
infrastructure Corporation 
Limited 6.74 0.00 2.3 1 0.36 2.49 0.00 9.05 2.49 27.51 26 
Sector Wise Total 16.20 5739.16 (-)25.30 152.13 (-)3.34 (-)3.37 74.89 4.82 6.44 1129 
Miscellaneous 

29. Bihar State Forest 2000-01 2005-06 
Development Corporation 
Limited 2.29 0.00 0.32 22.8 1 0.28 (-)0.40 1.17 0.28 23.93 108 

30. Bihar Forestry -
Development Corporation 
Limited 2013-14 2016-17 0.34 - - - (-)0.3 1 - 0.34 - 24 

3 1. Bihar State Text Book 2000-0 1 
Publishing Corporation to 2004-
Limited OS 20 16-17 0.48 0.00 17.75 31 .47 (-)3.59 - 18.23 (-)3.59 0.00 63 
Sector wise total - - 3.11 0.00 18.07 54.28 (-)3.62 (-)0.40 19.74 4.43 22.80 195 
Total A (All sector wise - -
working Government 
companies) 8696.91 13656.56 (-)2619.57 12752.19 (-)526.07 (-)961.44 29344.96 (-)259.33 (-)0.86 15076.00 
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B. WORKJNG 
STATUTORY 
CORPORATION 
FINANCE 

I. Bihar Staie Financial 
Corporation 2015-16 2016- 17 77.84 228.47 (-)436.02 4.30 (-)15.17 •• 69.2 1 3.44 4.97 149 
Sector wise total 77.84 228.47 (-)436.02 4.30 (-)15.17 - 69.21 3.44 4.97 149 
SERVICES 

2. Bihar State Road 2005-06 2015-16 -22.09 
Transpon Corporation 101.28 866.03 (-)902.98 56.33 (-)59.23 - (-)7 13.22 - 625 

3. Bihar State Warehousing 2010-11 2014-15 
Corporation 6.42 0.00 5.42 66.94 0.81 (-)8.47 19.26 0.99 5. 14 149 
Sector wise total 107.70 866.03 (-)897.56 123.27 (-)58.42 (-)8.47 (-)693.96 (-)21.10 3.04 774 
Total B (AU sector wise 
working Statutor y 
corporations) 185.54 1094.50 (-)1333.58 127.57 (-)73.59 (-)8.47 (-)624.75 (-)17.66 2.83 923 
Grand Total (A + 8 ) 8882.45 14751.06 (-)3953.15 12879.76 (-)599.66 (-)969.91 28720.21 (-)276.99 (-)0.94 15999 
C. NOT-WOR KL'IG 
GOVERNMENT 
COMPANIES 
AGRICULTURE & 
ALLIED 

I. Bihar State Water 1978-79 1997-98 
Development Corporation 
Limited 5.00 49.68 11.20 - 2. 17 - 26.70 2.42 9.06 NA 

2. Bihar State Dairy 1997-98 2014-15 0 
Corporation Limited 6.72 - (-)10.57 - - - 4.86 -

3. Bihar Hill Area Lift 1982-83 1983-84 
lnigation Corporation 
Limited 5.60 8.55 (-)0.86 0.0 1 (-)0.26 - 9.53 (-)0. 13 -

4. Bihar State Agro 2007-08 
Industries Development 20 15- 16 
Corooration Limited 7.63 12.60 (-)135.01 - (-)4.33 - (-)77.65 (-)4.33 - 136 

5. Bihar State Fruit & 1994-95 20 10-1 1 
Vegetables Development 
Corporation Limited 2.10 1.12 (-)7.82 - (-)0.92 (-)0.14 (-)0.07 (-)0. 19 - 7 

6. Bihar Insecticide Limited 1986-87 1991-92 0.57 1.54 (-)1.03 - (-)1.03 - 2.35 (-}0.87 - 53 
7. SCAOA Agro Business - --

Limited. Khagaul - N.A. - - - - - - N.A. 
8. SCADA Agro Business - - -

Limited, Dehri. - N.A. - - - - - - N.A. 
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9. SCADA Agro Business - - -
Limited, Arrah - N.A. - - - - - - N.A. 

10. SCADA Agro Business - - - - - - - - - -
Limited, Auran2abad N.A. N.A. 

11. SCADA Agro Busines - - - - - - - - - -
Limited, Mohania N.A. N.A. 

12. SCADA Agro Forestry - - - - - - - - - -
Company Limited, 
Kha2aul N.A. N.A. 
Sector wise total - - 27.62 73.49 (-)144.09 0.01 (-)4.37 (-)0.14 (-)34.28 (-)3.10 9.04 196 
FINANCE 

13. Bihar Panchayati Raj 1984-85 1991 -92 1.44 - (-)0 .03 - (-)0.01 - 5.86 0.23 3.92 54 
Finance Corporation 
Limited 

14. Bihar State Handloom 1983-84 1996-97 6.28 1.1 6 (-)0.44 . (-)0. 10 (-)0.01 7.08 0.01 0.14 NA 
and Handicrafts 
Corooration Limited 

15. Bihar State Small 1990-9 1 2005-06 7.18 12.23 (-)16.56 15.22 (·)1.42 (-)0.53 1.86 (-)0.27 . 49 
Industries Corporation 
Limited 

16. Bihar State Industrial 1988-89 2015-16 14.04 66.56 (·)133.78 - (-) 13.56 - 127.62 (-)4.22 - 768 
Development to 
Corporation Limited 2003-04 

2004-05 
Sector wise total 28.94 79.95 (-)150.81 15.22 (-)15.09 (-)0.54 142.42 (-)4.25 . 871 
INFRASTRUCTURE 

17. Bihar State Construction 1999- 2016- 17 -1.96 
Corporation Limited 2000 

2000-01 7.00 2.03 (-)27.5 1 15.74 (-)1.96 0.00 (-)20. 15 . 107 
Sector wise total 7.00 2.03 (-)27.51 15.74 (-)1.96 0.00 (-)20.15 (-)1.96 - 107 
MANUFACTURING 

18. Bihar Solvent & 1986-87 1995-96 0.66 0.89 (-)0.32 - (-)0.32 (-) 0.24 1.67 (-)0.21 - NA 
Chemicals Limited 

19. Ma2adh Mineral Limited . . - 0.47 - . - - - - . 05 
20. Kumardhubi Metal 1994-95 1995-96 2.17 6.63 (·)8. 16 10.89 (-)2.39 - 0 .91 (-)2.0 1 - NA 

Casting & Engineering 
Limited 

21. Beltron Video System 1987-88 1998-99 1.21 4 .5 1 (-)0.22 0.75 (-)0 .15 - 1.02 (-)0.10 - NA 
Limited 
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22. Beltron Mining System 1989-90 2002-03 1.26 - (-}0.49 0.41 (-)0. 10 - 0.52 (-)0. 10 NA 
Limited 

23. Beltron lnfonnatics - - - - - - - - - - - NA 
Limited 

24. Bihar State Sugar 1984-85 1996-97 9.97 322.95 (-)72.3 1 - (-)9.20 (-)4.67 (-) 10.24 (-)3.20 - NA 
Corporation Limited 

25. Bihar State Cement - - 0.03 - - - - - NA 
Corporation Limited 

26. Bihar State 1985-86 1992-93 3.62 4.25 (-)0.74 - (-)0. 17 - 6.87 (-)0. 17 - 52 
Phannaceuticals & 
Chemicals Development 
Corporation Limited 

27. Bihar Maize Product 1983-84 1987-88 0 .67 0.02 (-)0 .06 - (-)0.03 - 0.80 (-)0.03 - NA 
Limited 

28. Bihar Drugs and 1985-86 199 1-92 0.94 1.28 (-)0. 16 - (-)0.03 - 1.16 (-)0.03 - NA 
Chemicals Limited 

29. Bihar State Textile~ 1987-88 1995-96 4.98 2.27 (-)0 .32 - (-)0.09 (-)0.02 3.72 (-)0.09 - 5 1 
Comoration Limited 
Sector wise tota l 25.48 343.30 (-)82.78 12.05 (-)12.48 (-)4.93 6.43 (-)5.94 108 
SERVICES 

30. Bihar State Expon 1991-92 1999-00 2.00 1.22 (-)0 .01 4.94 (-)0. 10 (-)0.03 3.75 0.10 2.69 23 
Corooration Limited 
Sector wise total 2.00 1.22 (-)0.01 4.94 (-)0.10 (-)0.03 3.75 0.10 23 
M ISCELLANEOUS 

3 1. Bihar Paper Mills Limited 1985-86 1997-98 1.56 10.72 (-)0 .3 1 - (-)0 .06 0.00' 1.44 (-)0.06 - NA 
32. Bihar State Glazed Tiles 1985-86 1997-98 0.16 3.66 (-)0.5 1 - (-)0 .08 - 3.50 0.06 - 32 

& Ceramics Limited 
33. Vishwamitra Paper 1984-85 1988-89 0 .40 0.8 1 (-)0 .01 - (-)0.01 - 0.69 (-)0.01 - NA 

lndusties Limited 
34. Jhanj harpur Paper 1985-86 199 1-92 0.42 0.46 (-)0.02 - (-}0.01 (-)0.03 0 .59 (-)0.01 - 13 

Industries Limited 
35. Bihar State Tannin Extract 1988-89 1993-94 1.03 2. 14 (-)0 .67 - (-)0.32 - 2.49 (-)0. 16 - NA 

Limited 
36. Bihar State Finished 1983-84 1986-87 1.47 9.18 (-)2.13 - (-) 1.49 - 6. 15 (-) 1.49 - NA 

Leath en. Corporal ion 
Limited 

37. Synthetic Resins (Eastern) 1983-84 1987-88 0.09 1.05 (-)0 .0 1 - (-)0.02 - 0.17 (-)0.02 - -
Limited 

I ~ 36,000 
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38. 

39. 

40. 

A 1111exures 

Bhavani AcLive Carbon 1985-86 1989-90 0.02 - (-)0.01 - (-)0.01 - 0.01 (-)0.01 - NA 
LimiLed 
Bihar State Leather 1982-83 2004-05 5.14 14.13 (-)2.92 - (-)0.37 (-}0.0 1 2.56 (-)0.29 - NA 
lndusuies Development 
CorooraLion Limited 
Bihar Scooters Limited - - - 6.09 - - - - - - - NA 
Sector wise tota l 10.29 48.24 (-)6.59 0.00 (-)2.37 (-)0.04 17.60 (-)1.99 - 45 
Total C (All sector wise 
not working 
Government compa nies) 101 .33 548.23 (-)411.79 47.96 (-)036.37 (-)5.68 11 5.77 (-)17.14 - 1350 
G rand Total (A + B + C) 8983.78 15299.29 (-)4364.94 12927.72 (-)636.03 (-)975.59 28835.98 (-)294. 13 - 17349 

Note:- Above includes other companies referred to in Section 139 (5) and 139(7) of the companies Act 20 13 at SI. No. 3 of working companies and SI. No. 7 to 12 of 
non-working companies. 

# Impact of accounts comments include the net impact of comments of CAG and is denoted by ( +) increase in profil/ decrease in losses (-) decrease in pro fi ll increase 
in losses. 

@ Capital employed represents Shareholders fund (i .e. Share capi tal , Share appl ication money pending allotment and Free reserve after adjusting accumulated loss 
if any) plus Long term Borrowi ngs. 

$ Return on capital employed has been worked out by adding net profit and interest charged to profi t and loss account. 

** Audit of Accounts of these PS Us were in progress. 
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Annexure - 1.2 

(Referred to in Paragraph 1.11) 

Statement showing investments made by the State Government in working PSUs whose 
accounts were in arrears 

(Amount: ~in crore) 

SI. Name of Year upto Paid up Investment made by the State Government during the 
No. PSU which capital as years for which Accounts are in arrears 

Accounts per latest 
Equity Loans Grants Others to Total 

finalised finalised 
Accounts 

be 
specified 
(subsidv) 

A. Workin2 Government Comoanies 
1. Bihar Rajya Beej 

1999-00 3.7 1 2.28 61.67 63.95 
Nigam Limited 

- -

2. Bihar Rajya 
Matasya Vikash 1992-93 1.75 1.25 5.63 0.26 - 7 .14 
Nigam Limited 

3. Bihar State 
Backward Classes 
Finance & 1997-98 3 .62 19.74 7.49 - - 27.23 
Development 
Corporation 

4 . Bihar State 
Minorities Finance 

2010-11 28.29 8.10 7.00 125.00 140.10 
Corporation 

-

Limited 
5. Bihar State Film 

Development & 
Finance 1995-96 1.00 - 0.36 0.65 0.50 1.5 1 
Corporation 
Limited 

6. Bihar State 
Mineral 
Development 2000-0 1 9.97 - - I l.00 - 11 .00 
Corporation 
Limited 

7 . Bihar State 
Hydroelectric 

2000-01 99.04 157.70 157.70 
Power Corporation 

- - -
Limited 

8. Bihar State Power 
(Holding) 20 14-15 1475 .00 7448.96 - - - 7448.96 
Co moanv Limited 

9 . Bihar State Power 
Generation 2014-15 344.00 - - 3.65 - 3.65 
Co mpany Limited 

10. North Bihar Power 
Distribution 2014- 15 3720.28 - 60.07 853.01 1579.20 2492.28 
Company Limited 

11. South Bihar Power 
Distribution 20 14-15 494.00 - 39.01 - 28 11.! 6# 2850.1 7 
Company Limited 
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12. Bihar State 
Tourism 
Development 20 14- 15 5.00 - -
Corporation 
Limited 

13. Bihar State Food 
& Civil Supplie 

120 1.2 
Corporation 1990-9 1 4.46 0.81 

3 
Limited 

14. Bihar Medical 
Services & 
Infrastructure 

20 12- 13 6.74 Corporation - -
Limited 

15. Bihar State Text 
Book Publishing 

2004-05 0.48 - -
Corporation 
Limited 

Total (A) 9228.35 7478.86 1480.77 
B Working Statutory Corporation 
I. Bihar State Road 

Transport 2005-06 10 1.28 - 775.01 
Corporation 

2. Bihar State 
Warehousing 20 10- 11 6.42 - -
Corporation 

Total (B) 107.7 0 775.01 
Total (A+B) 9336.05 7478.86 2255.78 

* Figures are based on Lhe informaLion furni hed by the PSUs. 
#The figure include the amount of ubsidy a. well a grant. 
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- 2.00 2.00 

- 622.68# 1824.54 

363.90 - 363.90 

- 23.00 23.00 

1419.14 5038.54 15417.31 

- - 775.0 1 

16.00 3 1.17 47.17 

16 31.17 822.18 

1435.14 5069.71 16239.49 
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Annexure-2.1.1 
(Referred to in paragraph no. 2.1.1) 

Statement showing list of commissioned Small Hydroelectric Projects (SHPs) 
as on 31 March 2016 

SI. No. Name of the SHP (Nos of unit x capacity) Total capacity (MW) 
l Agnoor SHP (2x0.5MW), 1.0 
2 Arwal SHP ( lx0.5MW), 0.5 
3 Barun SHP (2x I .65MW), 3.3 
4 Belsar SHP (2x0.5MW), 1.0 
5 Dehri-on-soneSHP (4x l.65MW) 6.6 
6 DhelabagSHP (2x0.5MW), 1.0 
7 JainagaraSHP (2x0.5MW) l.O 
8 Kataiya SHP, (4x4.8MW) 19.2 
9 NasriganjSHP (2x0.5MW), 1.0 
10 SebariSHP (2x0.5MW), 1.0 
ll Srik.hinda SHP (2x0.35MW), 0.7 
12 TriveniSHP (2xl.5MW) 3.0 
13 Valmikinagar SHP. (3x5MW) 15.0 

Total Capacity 54.30 

Statement showing list of ongoing SHPs of the Company as on 31 March 2016 

SI. No. Name of the SHP (Nos of unit x capacity) Total capacity (MW) 
l Amethi SHP (JX0.5MW), 0.50 
2 Ararghat SHP (4Xl.75MW), 7.00 
3 Barba! SHP (2X0.8MW), 1.60 
4 Bathnaha SHP (4X2MW), 8.00 
5 Dehra SHP (2X0.5MW), 1.00 
6 Dhoba SHP (2X lMW), 2.00 
7 Katanya SHP (2X lMW), 2.00 
8 Mathauli SHP (2X0.4MW), 0.80 
9 Natwar SHP (1X0.25MW), 0.25 
10 Nirmali SHP 4Xl.75MW), 7.00 
11 Paharma SHP (2X0.5MW), 1.00 
12 Rajapur SHP (2X0.35MW), 0.70 
13 RampurSHP ( I X0.25MW), 0.25 
14 Sipaha SHP (2X0.5MW), 1.00 
15 Tejpura SHP 2X0.75MW) l.50 
16 Walidad SHP 2X0.35MW 0.70 

Total capacity 35.30 
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Annexure- 2.1.2 
(Referred to paragraph no. 2.1.6) 

Annexures 

Financial position and working results of the Bihar State Hydroelectric Power 
Corporation Limited 

(A) Financial position 
(~in crore) 

Sources of Funds 2011-12 2012-13 2013-14 2014-15 2015-16 

(Provisional) 

Shareholders' Funds (Share Capital) 99.04 99.04 99.04 99.04 99.04 

Reserves & Surplus 22.07 22.57 29.30 29.30 29.30 

Unsecured Loans - - - -

Long Term Borrowing 3 16.25 360.57 410.8 1 471.43 47 1.43 

Long Term Liabi lities 

- Interest accrued on long term 3 12.05 355. 17 404.48 459.78 5 18.50 
borrowings 

- Other liabilities 4.68 4 .68 15.68 15.70 15.62 

Current Liabil ities & Provisions 9.47 9.9 1 8.10 8.95 9.63 

Total 763.56 851.94 967.41 1084.20 1143.52 

Aoolication of Funds 

Fixed Assets: Net Block 145.63 176.81 172.24 166.09 160. 11 

Capital Work-in Progress 370.00 409.46 469.24 503.65 543.87 

Long Term Loans Advances 3.7 1 3.70 0.70 0.70 0.70 

Other Non-Current Assets 10.69 10.57 9.35 9.35 9.35 

Current Assets 55.08 49.79 83. 14 138.48 136.35 

Loans & Advances 55.68 49.71 52.46 55.81 61 .64 

P&L Ale (Accumulated losses) 122.77 15 1.90 180.28 2 10.12 231.50 

Total 763.56 851.94 967.41 1084.20 1143.52 

(B) Working results 
(~in crore) 

Income 
2011-12 2012-13 2013-14 2014-15 2015-16 

(Provisional) 
Revenue from operations 10.20 12.99 13.54 8.16 8.26 
Other Income viz. interest on short term 4.5 1 1.12 2.26 2.55 6.61 
deposits, sale of tender papers and interest 
on Mobilisation advances 
Total 14.71 14.11 15.80 10.71 14.87 
Expenditure 
Employee Benefit Expenses 5.67 7. 19 5.79 5.41 5.21 
/Administrative and Management Expenses 
Finance Costs 17.53 20.71 22.11 24.52 22.23 

Depreciation Expenses 7.57 9.21 9.61 6.20 5.84 
Operation & Maintenance of Power House 3.32 2 .28 4.04 2.60 1.80 
Other Expenses 2.78 3.57 2.63 1.81 1.17 

Total 36.87 42.96 44.18 40.54 36.25 

Loss before Extra-ordinary Items and 22.16 28.85 28.38 29.83 2 1.40 
Taxes 
Add : Extra-ordinary Items 13.62 0.28 - - . 
Loss for the year (35 .78) (29. 13) (28.38) (29.83) (21.40) 

Source: Provisional accounts of the Company 
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Annexure 2.1.3 
(Referred to in paragraph 2.1.10) 

a ) s tatement s h owm~ Pl ant L d F (PLF) T d b C oa actor uh 1se 1y f ompany or its SHP s 
Year Plan t Load Factor (per cent) 

Target Actual 

2011-12 30 14.62 

20 12-13 30 18.77 

2013-14 30 19.56 

2014-15 30 11.79 

2015-16 30 11.93 

b) Statement showing Plant availability and outages of Company's SHPs 

SI Particulars 2011-12 2012-13 2013-14 2014-15 2015-16 Total 
No. 

I Total Available Hours' 66888 105 120 105 120 105 120 105120 487368 

2 Maximum Possible hours for Hydel 44592 70080 70080 70080 70080 324912 
units (2/3rd of available hours) 

3 Operated Hours 15794.17 18828.07 23229.95 12103.25 8865.42 78820.86 
4 Actual Outages 28797.83 5125 1.93 46850.05 57976.75 61214.58 246091. 14 

i.Outages due to unavailability 17563.04 37893.58 37417.80 46451 .04 40718.ll 180043.57 
of water 

ii.Outages due to grid fai lure 7493.79 125 13.58 7606.58 4405.40 4514.50 36533.85 
iii .Outages due to Repair & 3741 .00 844.77 1825.67 7120.31 15981.97 29513.72 

Maintenance 
5 Plant AvailabiJity (in per cent) 35.42 26.87 33.15 17.27 12.65 -

(3*100!2) 

6 Actual outage in per cent of 64.58 73. 13 66.85 82.73 87.35 -

maximum available hours 

c) Statement showing Plant outages of Company's SHPs 
KATAIYA 

2011-12 2012-13 2013-14 2014-15 2015-16 
Available hour for generation 2752 23360 23360 23360 23360 

0 1462 43 12 2868 1627 
Operated hour (0.00) (6.26) (18.46) (12.28) (6.96) 

0 46 194 23 7 
Outage due to grid failure (0.00) (0.20) (0.83) (0.10) (0.03) 

2752 74 240 201 127 
Outage due to R&M ( 100.00) (0.32) ( 1.03) (0.86) (0.54) 
Outage due to unavailability /low 0 2 1777 18614 20268 2 1600 
discharge of water (0.00) (93.23) (79.68) (86.76) (92.46) 
Total outa2e 2752 21898 19048 20492 21733 
V ALMI KINAGAR 
Avai lable hour for generation 17520 17520 17520 17520 17520 

385 1 438 1 7087 3358 3940 
Operated hour (21.98) (25.0 1) (40.45) ( 19. 17) (22.49) 

944 262 509 865 2809 
Outage due to grid failure (5.39) (1.50) (2.90) (4.94) ( 16.03) 

68 93 376 23 1 1731 
Outage due to R&M (0.39) (0.53) (2.14) ( l.32) (9.88) 

2 
Five sampled SHPs have altogether 12 generating units and available hour for one unit in a year== 24 hr. x 365 
days= 8760 hrs. In 20 I 1- 12 Valmikinagar, Kataiya, Arwal, Nasriganj and Sebari SHPs operated for 365, 43, 
60, 365 and 365 days respectively. 
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Outage due to unavailabil ity /low 12657 12784 9549 13065 9040 
discharge of water (72.24) (72.97) (54.50) (74.57) (51 .60) 
Total outage 13669 13139 10433 14162 13580 
NASRIGANJ 
Available hour for generation 11 680 11680 11680 11680 11 680 

6645 6322 5095 3674 2156 
Operated hour (56.89) (54. 12) (43.62) (3 1.46) (18.46) 

2556 4319 2720 2058 895 
Outage due to grid failure (21.88) (36.98) (23.29) (17.62) (7.66) 

94 25 1 239 48 1 1065 
Outage due to R&M (0.80) (2. 15) (2 .05) (4.12) (9. 12) 
Outage due to unavai lability /low 2385 788 3626 5467 7564 
discharge of water (20.42) (6.75) (3 1.05) (46.81 ) (64.76) 
Total outage 5035 5358 6585 8006 9524 
SEBARI 
Avai lable hour for generation 11680 11 680 11680 11680 11680 

5240 5 131 3774 2 199 1142 
Operated hour (44.86) (43.93) (32.3 1) (18.83) (9.78) 

3099 4063 2187 1459 803 
Outage due to grid failure (26.53) (34.78) (18.72) (1 2.49) (6.88) 

828 398 868 371 7219 
Outage due to R&M (7.09) (3.41) (7.43) (3.18) (61.8 1) 
Outage due to unavailabi lity /low 25 14 2088 4852 7650 25 15 
discharge of water (2 1.52) ( 17.88) (41.54) (65.50) (21.53) 
TotaJ outage 6440 6549 7906 9481 10538 
ARWAL 
Available hour for generation 960 5840 5840 5840 5840 

57 1532 2963 3 0 
Operated hour (5 .97) (26.23) (50.73) (0 .06) (0.00) 

895 3823 1997 0 0 
Outage due to grid failure (93.24) (65.47) (34.19) (0 .00) (0.00) 

0 28 103 5837 5840 
Outage due to R&M (0.00) (0.48) ( 1.77) (99.94) ( 100) 
Outage due to unavai labi lity /low 8 457 777 0 0 
discharge of water (0.79) (7.82) (13.31) (0.00) (0.00) 
Total outage 903 4308 2877 5837 5840 

Note: Figures in brackets represent percentages 
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Annexure 2.1.4 
(Referred to in paragraphs no. 2.1.15, 2.1.17, 2.1.18, 2.1.19, 2.1.20 and 2.1.24) 
a) Statement showing status of completed projects under RIDF VIII scheme 

~in crore) 
SI. Name of the Hydro Sanctioned Amount Value of Year of Actual Excess 
No. Electric Project Amount received agreement Completion expenditur Expenditure 

(SHP) e over sanctioned 
amount 

1 2 4 5 6 3 7 8 (7-4) 

l Arwal ( 1 x0.5MW) 3.18 3.1 8 5.00 201 2 8.96 5.78 

2 Belsar (2x0.5MW) 5.70 5.05 8.35 201 2 12.97 7.27 

3 Dhelabag(2x0.5MW) 7.20 7.59 6.69 2007 11.40 4.20 

4 Jainagara (2x0.5MW) 5.77 5.78 5.31 2008 12.04 6.27 

5 Nasriganj 6.08 5.44 5.68 2008 10.74 4.66 
(2x0.5MW) 

6 Sebari (2x0.5MW) 5.68 5.09 7.88 2009 13.04 7.36 

7 Shrikhinda 4.95 4.56 5.38 201 0 9.43 4.48 
(2x0.35MW) 

8 Triveni (2x l.5MW) 11 .36 9.96 13.47 2008 24.2 1 12.85 

Total 49.92 46.65 57.76 102.79 52.87 

Source: Jnfonnation fum ished by the Company 

b) Statement showing status of incomplete projects under RIDF phase VIII scheme 
~ in crore) 

SI. Name of the Sanctioned Date of Value Scheduled I Total Physical 
No. Hydro Electric Amount commence me of date of expenditure progress (in 

Project (HEP) (Amount nt Agree completion I up to %) up to 
received) ment 1 November November 

2016 2016 
1 Arnet hi 3.24 July 2004 4.87 July 2006 7. 11 80 

(l x0.5MW) (3.00) 
2 Nat war 2. 13 July 2004 3.51 July 2006 3.74 75 

( lx0.25MW) (1.87) 
3 Paharma 5.55 Oct 2006 6.49 Oct 2008 7.08 70 

(2x0.5MW) (4.75) 
4 Rajapur 3.47 March 2006 6.43 March 2008 10.04 80 

(2x0.35MW) (2.94) 
5 Rampur 2.2 1 July 2004 3.5 l July2006 2.96 75 

( lx0.25MW) ( l.94) 
6 Tejpura 7. 18 June 2004 6.29 June 2006 9.43 85 

(2x0.75MW) (6.62) 
7 Walidad 3.72 June 2004 6.41 June 2006 5.13 75 

(2x0.35MW) (3. 15) 
Total 27.50 (24.27) 37.51 45.49 

Source: lnformattonfurmshed by the Company 
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c) Statement showing the details of award of civil works and Electro Mechanical works, 
termination of contracts in respect of Tejpura, Walidad, and Paharma SHPs 

(~in crore) 
Name of Civil Work FlM Work 
the SHPs 
Name of Date of Loi I Amount Date of Expenditur Date of award of Amount Date of Amount 
the SHPs Schedule of work tenninatio e made till remaining work/ of issue of ofE/M 

date of n of date of scheduled date remaini E/M work 
Completion Contract termination of completion ng work work 

Tejpura June 2004/ 1.43 June 2009 2.84 August 1.29 August 4.86 
SHP February 2009/February 2004 

2005 20 10 
Walidad June 2004/ 1.35 November 0 .63 January 20 l Of 1.75 February 5.06 
SHP February 2008 January 20 I I 2006 

2005 
Paharma October 1.43 - - - - Novemb 5.07 
SHP 2006/Seplem er 2006/ 

ber 2008 January 
2008 

Source: Information fu rnished by the Company 

(d) Statement showing sta tus of incomplete RIDF Phase XIII, XV, XVI and XVII 
schemes 

(~in crore) 
SI. Name of Sanctioned Year of Date of Value Schedule Total Physical 
No. the SHP Amount sanction commence as per date of expenditure progress (in 

(Amount ment of agreem completion up to per ce11t) up 
received) work ent November to November 

2016 2016 
I Mathauli 4.98 2008-09 Apr 20 10 11.93 Apr 20 12 7.48 80 

(XIII) (4.97) 
2 Katan ya 8.99 2008-09 Apr 2010 12.65 Apr 20 12 3.76 Work order 

(XIII) (7.35) cancelled 
3 Barba I 7.27 2008-09 Apr 20 10 15.07 Apr 20 12 3.52 Work order 

(XIII ) (5.80) cancelled 
4 Dhoba 8.90 2008-09 Apr 20 10 14.76 Apr 2012 0.31 Work order 

(XIII) (6.30) cancelled 
5 Nirmali 65.62 2010-11 Oct 20 10 64.98 Oct 2013 26.87 25 

(XV) (65.62) 
6 Bathnaha 69.37 2009- 10 Aug 2010 65.58 Aug 2013 23.66 20 

(XV) (7 1.43) 
7 Dehri- 11.84 2010- 11 June 2008 10.4 1 July20 l0 6.67 90 

escape 
(XVI)3 

( I 1.66) 

8 Ararghat 65.44 2012- 13 Feb 20 12 67.34 OV 2014 0.45 Work order 
(XVU) (15.78) cancelled 

9 Sipaha 13.02 2012- 13 Nov 2009 12.37 July 20 11 7.84 75 
(XVII) (15.47) 

10 Dehra 14.2 1 20 12- 13 Jan 2010 13. 14 Jan 20 12 9.52 70 
(XV!l) ( 16.94) 

269.64 90.08 
(221.32) 

Source: Inf ormation furn ished by the Company 

3 Dehri E cape is a project to ascertain water availabi lity in the canal. It is not Hydro Electric Project 
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(e) Statement showing status of projects under State Plan 
(~in crore) 

1 Name of project Year of Sa net Receh,ed Date of Scheduled Expenditure Status of 
sanction ioned Amount commence date of up to \\Ork 

Amo mentor Completio November 
unt work n 2016 

I R & M of Koshi 2006-07 35.00 32.84 August February 24,03 Partially 
Hyde! Project, Birpur 20 10 2012 completed 

2 Preparation of DPR 2009- 10 11.00 11 .00 - - 7.94 Under 
for Dagmara Hydro approval 
Electric Project 

3 System improvement 2012-13 14.18 14.00 - - 0.00 Not taken 
of power evacuation up 
of all projects of 
Sone Canal 

4 Escape channel for 2012- 13 25.77 17.00 - - 0.00 Not taken 
Valrnikinagar up 

Total 85.95 74.84 31.97 
Source: lflformatio11 furnished by the Compa11y 
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Annexure-2.2.1 
(Referred to in Paragraph No: 2.2.1) 

Statement showing objective of various Information Technology projects 

SI. Name or the IT Project Brier objective or the Project 
No 

I Bihar State Wide Area The objective of the BSW AN was to connect the State Headquarters with 
Network (BSW AN) all District Headquarter and Block Headquarters with minimum two mbps 

leased line to create a secure Government network for the purpose of 
delivering Government to Government (G2G) and Government to Citizen 
(G2C) services. 

2 Common Service Centres CSC is the front end interface of the NeGP with the rural citizen through 
(CSC) whjch the Government ervices were required to be delivered to the 

Citizens. 
3 e-District It is an integrated delivery system of citizen services by district 

administration through automation of workflow, integration and proce s 
redesign across various Departments. 

4 State Services Delivery The main objective of SSDG was to achieve a rugh order of inter-
Gateway (SSDG) operability and facil itate G2C services delivery whjch enables ci tizens to 

download forms and submit their applications electrorucal ly through a 
common gateway. 

5 State Data Centre (SOC) The mrun objective of the SOC was to create Data Centre to con olidate 
services, applications and infrastructure to provide efficient electronic 
delivery of G2G, G2C and Government to Busines (G2B) services to be 
rendered by the State through common delivery platform supported by 
BSW AN and CSC, to Secure Data Storage, Online Delivery of Services, 
Citizen information/Services Portal, State Intranet Portal, Disaster 
Recovery, Remote Management and Service Integration, etc. 

6 Secretariat Local Area Secretariat Local Area Network (SecLAN) is a Local Area Network for all 
Network (SecLAN) the Government offices in and around Secretariat and connectivity to State 

Data Centre (SDC) at Patna. SecLAN was provided with the information 
and communication technology to drive improved efficiency and 
responsiveness in day to day admirustration of the Government. 

7 Information and ICT at School Project included the establishment of computer laboratory 
Communication with one server, I 0 PC nodes, networked with Printer and power backup 
Technology at Schools faci lity like UPS and Gen ets, computer furniture etc. in 1000 Government 
(JCT at Schools) aided Secondary and Sr. Secondary schools to enable students to have 

national and international level of education in computer. 
8 Computer Ajded Leaming The objective of the project was to provide computer assisted learrung 

at Schools (CAL) through multimedia contents to the students of 244 Upper Primary Schools 
in the state of Bihar. 

9 National Land Record The objective of the NLRMP is to develop a modern, comprehensive and 
Moderrusation Programme transparent land records management system in the State with the aim to 
(NLRMP) implement the conclusive land-titling system with title guarantee. 

10 e-Public Di tribution The majn objective of the project was to reduce or complete removal of 
System (e-PDS; pilot manual entries, exchange and records of data, diminjsh and ultimately 
phase) e(jminate theft during transportation of grains so that SFC could ensure 

that it received the dispatched weight of commodities from FCI without 
any pilferage. 

11 Bihar Revenue The objective of this project was to provide a centralized secured data 
Administration Intra Net- warehouse to enable the Government of Bihar to store, share and retrieve 
Data Centre (BRAIN-DC) information pertaining to Finance and Revenue Department on a real time 

basis. 
12 Comprehensive Treasury a project devised to connect all the treasuries in the State through the State 

Management Information Wide Area Network (SW AN) and create a comprehensive system for an 
System (CTMJS) efficient and effective MlS for all the treasuries. CTMIS proposed an 

integrated approach for management of Government income and expenses. 

135 



A udit Report 0 11 Public Sector Undertakings f or the year ended 31 March 2016 

13 

14 

e-Shakti 

Modemi ation of Prison 
(MoP phase-I) 

E-Shak:ti Project was conceived to consolidate the implementation of 
National Rural Employment Guarantee Scheme (NREGS) in the State by 
encouraging application of modem advancement in Information & 
Communication Technology. The purpose of the project wa to improve 
transparency and fast track implementation of NREGS in Bihar. The goal 
of the project was to ensure correct and timely wage payment to right 
beneficiary. In order to achieve thi goal, it was realized that correct 
beneficiary identification at the time of attendance at work site and at the 
time of wage disbursement was absolutely critical. 
The objecti ve of this project was to design surveillance and security 
system for the prisons of the State. IP based Camera to be installed in the 
Prisons to monitor the status of prisons remotely. These cameras were 
required to help the senior officers at State Level to monitor the security 
status in the prisons. Lea ed line based video conferencing facility was to 
be provided for video conferencing faci lity between the Prisons and the 
Courts. 
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Annexure-2.2.2 

(Referred to in Paragraph No: 2.2.6) 
Statement showing financial position and working results of Bihar State Electronics 

Development Corporation Limited 

(A) Financial Position: 

( ~in crore) 
Pa rticulars 2011-12 2012-13 201 3-14 2014-15 2015-16 

(P rovisio 
na l) 

Share capilal 0.15 0.15 0.15 0.15 0.15 

Share Application Money 5.5 1 5.5 1 5.51 5.5 1 5.51 

Re erve & Surplu 24.32 30.39 35.03 42.96 51.45 

Un ecured loans (Principal) 6.00 6.00 6.00 6.00 6.00 

lntere t on un ecured loan 21.86 22.79 23.71 24.63 25.56 

Deferred tax liabi lity 0.02 0.02 0.03 0 0 

Other Liability 0 2.58 0.64 0.89 0.88 
(long-term/ hort-term) 

Current Liabilities and Provisions 2 16.4 1 279.50 246.43 276.37 353.20 

Total 274.27 346.93 317.5 356.51 442.75 

Application of Fund: 

Gross Block 2.46 2.58 2.80 3.78 3.81 

Less: Depreciation 1.09 1.26 1.44 1.93 2.67 

Net Block J.37 1.32 1.36 1.85 1.14 

Capital WlP 0. 11 0.1 1 0. 11 0.09 .08 

Inve tment 9.24 9.28 9.31 9.35 9.33 

Deferred tax as et 00 00 00 0.04 0.20 

Long term Loans and Advances 0.08 0.08 0.08 0.08 0.08 

Current Assets 224.53 298. 19 268.75 298.88 393.90 

Short term Loans & Advances 38.94 37.95 37.89 46.22 38.02 

Total 274.27 346.93 317.5 356.51 442.75 

(B) Working Results: 

Income: 

Particulars: 2011-12 2012-13 2013-14 2014-15 2015-16 

Revenue from operation 49.47 79.04 57.57 39.23 51.32 

Other Income 20.34 8.23 9.38 4.87 8.32 

Total 69.81 87.27 66.95 44.10 59.64 

Expenditure: 

Procurement of trading goods and 44.52 73.93 46.38 24.05 36.74 
services 

Employee benefit expenses 2.56 3.23 3.25 5.00 4.06 

Other operating and Administrati ve 3.82 4.17 3.44 2.05 3.83 
Expenses 
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Change in invenLories of fi nished goods (0.56) (4.65) 4.63 0. 19 0.02 

DepreciaLion and amonization exp. 0.1 4 0.1 8 0.18 0.46 0.76 

lnLeresL and financia l charges 0.92 0.93 0.92 0.92 0.92 

Total 51.40 77.80 58.80 32.67 46.33 

NeL profit for the year 18.4 1 9.47 8.14 11 .43 13.3 1 

Le s : Deferred tax adj u tmenL 0.0 11 0.004 0.007 (0.06) (0. 16) 

Less: Income Lax paid 0.007 0.01 5 -- -- --
Less : Provi ion for IT 6.45 3.38 3.48 3.52 4.99 

NeL pro fit durin~ the year 11.94 6.07 4.64 7.93 8.48 
Profit/loss of Lhe previous year brought 10.53 22.47 28.54 33.18 41. 11 
forward 
Balance carried forward Lo Balance sheeL 22.47 28.54 33.18 4 1.1 1 49.59 
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An11exures 

Annexure-2.2.3 
(Referred to in Paragraph No: 2.2.16) 

Statement showing various projects assigned by various user Departments of Government of Bihar 
(~in crore) 

SI.No Name of Project Name of the concerned Cost of Date of Scheduled Actual date Funds Expenditu Status as on 31 
Department of Project Commencement date of of received re (as on March 2016 

Government of Bihar completion Completion December 
2015) 

NeGP Projects 
l BSWAN Information Technology 204.00 January 2008 March-20 15 March 20 15 204.00 204.00 Completed and 

Department under operation 

2 SDC Information Technology 16.88 October 20 12 August 20 13 March 2015 33.65 10.73 Completed and 
Department Operational 

3 SSDG Information Technology 10.53 December 20 I l June 201 3 April 20 14 11.73 3.89 Completed and 
Department Operational . 

4 e-District (Pilot) Information Technology 13.24 July 2008 September March 20 11 22.69 18.2 1 Completed and 
Department 20 10 Not operational 

5 csc Information Technology 80.85 September 2007 -- 55.78 17.00 Completed and 
Department Not operational 

Total (A) 325.50 327.85 253.83 

Other IT Projects 

6 e-PDS Bihar State Food and I 1.90 January February April 11 .30 10.80 Completed 
Civil supplies 2014 2014 2014 
Corporation Limited 

7 Software SBPDCL,NBPDCL,BSP 0.28 December November November 0.28 0.25 Completed 
Development for TCL 20 13 20 14 20 14 
SBPDCL,NBPDC 
L,BSPTCL 

8 CTMIS Finance Department 9.66 2007 2009 2009 17.00 16.00 Completed 
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SI.No Name of Project Name of the concerned Cost of Date of Scheduled Actual date Funds Expenditu Status as on 31 
Department of Project Commencement date of of received re (as on March 2016 

Government of Bihar completion Completion December 
2015) 

9 BRAIN-DC Finance Department 22.00 March-2007 March-20 10 - 26.00 23.00 CornpleLed and 
under operation 

10 Unified Power Information Technology 2. 17 December December December 6.48 2.16 Completed 
solution for Department 2012 2015 2015 
BRAIN-DC& e-
Shakti-DC 

11 Sec LAN Information Technology 13.25 March 2008 June-2013 June-2013 10.00 10.00 Completed 
Department 

12 Information Technology Completed 
iWDMS Department 8.00 May-2009 May-20 12 May-20 12 8.00 8.00 

13 Information Technology September- January-
Minister VC Department 2.98 Septernber-2012 2015 2016 2.98 2.46 Completed 

14 SecLAN AMC & Information Technology January- Completed and 
FMS Department 6.74 January-20 15 2018 -- 3.37 1.68 Under operation 

15 
e-Shakti 

Rural Development 
42.00 February-201 l 

February- February 
44.20 48.00 

Completed and 
Department 2016 2016 Not Operational 

16 
City Wi-Fi 

lnforrnation Technology 
2.99 February-2014 Apri l-2020 2.99 1.88 

Completed and 
Department 

--
Under operalion 

17 City Survei llance 
Home Department 8. 13 December-20 12 May-13 March-2014 8. 13 6.00 Completed 

& Dial 100 

18 Real Time Mobile Horne Department 0.95 August-2012 October- October- 0.87 0.87 Completed 
Tracking System 2012 20 13 

19 LAN & WAN at 
COMFED 2.35 October-20 15 

November- --
1.00 1.00 On-going 

COMFED, Patna 2015 

20 High Court 
Horne Department 1.22 July-2015 

October- January 
l.22 0.25 Completed 

Surveillance 2015 20 16 
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A 1111exures 

SI.No Name of Project Name of the concerned Cost of Date of Scheduled Actual date Funds Expenditu Status as on 31 
Department of Project Commencement date of of received re (as on March 2016 

Government of Bihar completion Completion December 
2015) 

21 POP LAN 
Information Technology December-

(Additional work 
Department 

4.35 January-2013 
2016 -- 4.35 4.00 On going 

inBSWAN) 

22 
MoP- 1 

Home 
4 1.43 2009 June-2014 June 2014 27.77 26.75 

Completed and 
Department(Prison) not operational 

23 MoP-ll ( VC & Home Department 
35.35 October 2015 

February-
35.35 0.08 On going CCTV) (Prison) 2016 

--

24 Online 
January- Completed and Application BPSC, Patna 0.22 June-2015 Juoe-2015 0.07 0.04 

Software 
2017 under Operation 

25 Early Warning Disaster Management Completed and 
System Department. 

0.33 June-2015 July-2015 July-2016 0.37 0.10 
under Operation 

26 
Arwal Court Arwal Court 0.29 April-2015 July-201 8 0.29 0.12 

Completed and --
Under Operation 

27 
PDS 

Food & Consumer 
5.00 August-2012 April-2013 April-2014 1.20 1.20 Completed 

Department. 

28 NLRMP Projects Revenue and Land 31.26 October-2009 October- -- 31.26 17.55 On going 
Reforms Department 2012 

29 ICT at School Human Resource 80.69 May-2010 March-2013 July-2015 85.00 55.00 Completed and 
Department not operational 

30 Computer Aided Bihar Education Project 10.78 February- I 0 January- January- 10.78 10.00 
Completed and 

Learning at Council 2013 2013 
Schools 

not operational 

31 Rural Development 
Call centre Department 0.93 October-2013 

--
0.31 0.30 Ongoing 
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SI.No Name of Project I Name of the concerned Cost of Date of Scheduled Actual date Funds Expenditu Status as on 31 
Department of Project Commencement date of of received re (as on March 2016 

Government of Bihar completion Completion December 
2015) 

32 Computerisation 
of State 

Food & Consumer October- Completed and 
Commission and 0.22 September-2013 0.00 0.05 
District Consumer 

Department. 2014 handed over 

Forum 

33 Information Technology 
0.34 January-2015 0.34 0.08 Ongoing 

Jankari Department 

34 Information Technology 
0.23 January-20 15 0.23 0.38 Ongoing 

JKDMM/BPGRS Department 

35 Information Technology 
3.07 February-2013 3.07 0.48 Completed 

Capacity Building Department 

Total (B) 349.11 344.21 248.48 

Grand Total 
(A)+(B) 674.27 672.06 502.31 
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Annexure-2.3.1 
(Referred to in paragraph 2.3.4) 

Annexures 

Statement showing particulars of AT & C loss planned vis-a-vis achievement 
th . t . h DF d . 2013 14 2015 16 ereagams m t ree s urmg - to -

Particulars Base Year 2013-14 2014-15 2015-16 
2011-12 

Distribution Franchisee (Bhagalpur) 

Input Energy (Import-Export) 33/1 l KVfeeder 
3 14. 12 112.01 536.99 554.93 (in MU) 

Total Energy billed (metered/unmetered) (in 
134.46 48.81 3LO.OO 247.46 MU) 

Energy efficiency (2/ Ix 100) (per cent) 42.80 43.57 57.73 44.59 

Amount billed (~ in crore) 70.94 25.41 158.32 155.58 

Amount collected (~in crore) 52.12 14.34 87.79 115.32 

Collection efficiency (5/4x I 00 (per cent) 73.47 56.45 55.45 74.13 

Actual AT&C loss (l -[3x4]x l00 (per cent) 68.55 75.40 67.99 66.95 

Targeted AT &C loss considered at the time of 
63.55 54.55 44.55 issue of NIT (per cent) -

Loss of Energy (Distribution loss) 1-2 (MU) 179.66 63.20 226.99 307.47 
(per cent) (57. 19) (56.42) (42.27) (55.41) 

Distribution Franchisee (Gaya) 

Input Energy (Import-Export) 33/ 11 KY feeder 
(in MU) 330.84 - 522.15 660.61 

Total Energy billed (metered/unmetered) (in 
MU) 

124.92 - 179.85 272.50 

Energy efficiency (2/l x lOO) (per cent) 37.76 - 34.44 41.25 

Amount billed ~in crore) 66.43 - 94.41 145 .. 33 

Amount collected ~ in crore) 54. 12 - 75.2 1 130.70 

Collection efficiency (5/4x 100) (per cent) 81.46 - 79.67 89.94 

Actual AT &C loss (l -[3x4 ]x JOO (per cent) 69.24 - 72.56 62.90 

Targeted AT &C loss considered at the time of 
issue of NIT (per cent) 

- - 64.24 55.24 

Loss of Energy (Distribution loss) 1-2 (in 205.92 - 342.30 388. 11 
MU) (per cent) (62.24) (65.56) (58.75) 
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c Distribution Franchisee (MuzafTarpur) 

I Input Energy (Import-Export) 33111 KY feeder 
(MU) 

339.53 2 11.52 58 1.84 635.36 

2 Total Energy billed (metered/unmetered)(MU) 187.96 148.62 367.88 445.73 

3 Energy efficiency (2/1x I00) (per cent) 55.36 70.26 63.23 70. 15 

4 Amount billed (~ in crore) 11 J.63 95.37 2 15.99 266. 11 

5 Amount collected ~in crore) 84.70 47.22 172.53 18 1.91 

6 Collection efficiency(5/4x I 00) (per cent) 75.83 49.51 79.89 68.36 

7 Actual AT&C loss( l-[3x4)x l00 (per cent) 58.00 65.2 1 49.50 52.04 

8 Targeted AT&C loss considered at the time of 
53 44 34.55 issue of NIT (per cent) -

9 Loss of Energy (Distribution loss) 1-2 (MU) 151.57 62.90 2 13.96 189.63 
(per cent) (44.64) (29.74) (36.77) (29.85) 

Source: Information furn ished by the Distribution Franchisee 
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Month Input Unit Amoun unit 
energy billed t billed charge 
supplie (in MU) (~in d (in 
d (in crore) MU) 
MU) 

OF M uzaffarpur 

Feb-14 39.57 33.05 14.66 16.74 

Apr-14 50. 11 39.16 16.34 12.6 1 

Oct- 14 49.97 40.77 14.60 22.08 

51.43 

OF Bhagalpur 

Jul- 14 44.13 34.7 1 15.33 4.95 

Aug- 14 49.48 35.40 15.72 5.53 

Feb-15 4 1.02 20.00 8.70 4.03 

14.5 1 

OF Gaya 

Nov-14 47.68 16.80 8.24 0.63 

Dec-14 52.66 17.36 8.5 0.63 

Jan-15 55.53 19.12 9.35 2.47 

3.73 
Source: Information furnished by the DF/Circ/e office 

Annexure-2.3.2 
(Referred to in paragraph 2.3.9) 

Statement showing details of excess billing 

unit to excess Amount Net unit Net 
be unit involved to be amount 
charge charged for excess billed available 
d (in (in MU) unit billed (in MU) forABR 
MU) (~in (~ in 

crore) crore) 

9.33 7.4 1 2. 16 25.64 12.50 

5.43 7. 18 2.05 3 1.98 14.29 

18.00 4.08 0.80 36.69 13.80 

32.76 18.67 

1.1 3 3.82 0.99 30.89 14.34 

1.08 4.45 1.1 6 30.95 14.56 

1.48 2.55 3.72 17.45 4.98 

3.69 10.82 

0.46 0. 17 0.00 16.63 8.24 

0.46 0.17 0.00 17.1 9 8.50 

1.63 0.84 0.3 1 18.28 9.04 

2.55 1.1 8 
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Annexures 

ABR ABR difT in Short 
Calculate calculated ABR recovery 
d by the on test (~/KW (~in 
OFs~ check H) crore) 
/KWH) month 

(~/KWH) 

4.44 4.880 0.443 1.75 
4. 17 4.471 0.30 1 1.5 1 
3.58 3.760 0.180 0.9 

4.16 

4.42 4.643 0.223 0.98 
4.44 4.704 0.264 1.31 

4.350 4.772 0.422 1.73 

4.02 

4.906 4.955 0.049 0.24 

4.895 4.943 0.048 0.25 

4.886 4.942 0.056 0.31 

0.8 
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A DFG ~ ., 

Month Units billed 
(KWH) 

Jun-14 19,477,705 

Jul- 14 17,482,4 12 

Aug-14 17,710,415 

Sep-14 17,396,605 

Oct-1 4 16,589,833 

Nov-14 16,802,924 

Dec-14 17,363,238 

Jan- 15 19, 124,360 

Feb- 15 19,694,088 

Mar-15 18,209,059 

Apr-15 22,0 17,631 

May-15 22,960,25 1 

Jun-15 2 1,44 1,043 

JuJ-15 22,154,706 

A ug-15 22,66 1,255 

Sep- 15 24,5 16,547 

Oct-15 24,956,7 13 

Nov- 15 20,774, 177 

Dec-15 2 1,363,659 

Jan- 16 2 1,668,706 

Feb-16 25,209,392 

Mar-16 22,772,674 

Total 

Annexure-2.3.3 
(Referred to in paragraph 2.3.10) 

Statement showing short recovery of energy charges due to not including meter rent 

Amount Billed ABR (t Energy Meter Amount for ABR after ,,) /KWH) supplied Rent(') ABR(') inclusion of 
(KWH) Meter rent(t/ 

KWH) 

97,35 1,564 4.998 53065878 I, 155,860 98,507,424 5.057 

87,529,805 5.007 52827860 1, 184,006 88,7 13,8 11 5.074 

87,375,13 1 4.934 53 17 1190 I, 190,215 88,565,346 5.001 

85,833,334 4.934 54834595 1,255,079 87,088,41 3 5.006 

82,425,525 4.968 56887028 1,2 16,635 83,642, 160 5.042 

82,44 1,893 4.906 47682331 1,457,340 83,899,233 4.993 

85,00 1,520 4.895 52662 140 1,741,899 86,743,419 4.996 

93,450,480 4.886 55526 131 1,904,120 95,354,600 4.986 

97,480,358 4.950 48607 184 l,82 1,633 99,30 1,99 1 5.042 

9 1,874,776 5.046 5 1809347 1,494,70 1 93,369,477 5.128 

11 I ,785,292 5.077 52560520 1,871 ,284 I 13,656,576 5.162 

116,097,6 19 5.056 6 1605362 1,7 17,946 117,8 15,565 5.13 1 

I 08,460,02 1 5.059 57284887 1,674,826 11 0,134,847 5.137 

11 l,557,837 5.035 58424198 1,89 1,460 113,449,297 5.12 1 

11 3,755,977 5.020 62044443 1,957,987 11 5,7 13,964 5.106 

123,249,998 5.027 64068033 1,799,529 125,049,527 5.10 1 

124,594,77 1 4.992 6 195 1280 2,050,436 126,645,207 5.075 

I 04,954,770 5.052 5 1137288 1,999,908 I 06,954,678 5.148 

I 05,33 1,485 4.930 52007504 2,02 1,5 19 I 07 ,353,004 5.025 

107,476,0 12 4.960 5 1541880 2, 127,566 109,603,578 5.058 

126,379,463 5.01 3 48059579 2,29 1,789 128,67 1,252 5.104 

114, 134,163 5.01 2 52014148 2,063,778 116, 197,941 5.103 

37,889,516 
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Diff in Short recovery 
ABR('/ of amount( ') 
KWH) 

0.06 3, 149,074 

0.07 3,577,796 

0.07 3,573,329 

0.07 3,956,045 

0.07 4, 17 1,877 

0.09 4, 135,552 

0. 10 5,283,123 

0.10 5,528,468 

0.09 4,495,991 

0.08 4,252,800 

0.08 4,467,132 

0.07 4,609,474 

0.08 4,474,699 

0.09 4,987,97 1 

0.09 5,360,789 

0.07 4,702,63 1 

0.08 5,089,898 

0.10 4,922,933 

0.09 4,92 1, 168 

0.10 5,060,697 

0.09 4,369, 102 

0.09 4,7 13,792 

99,804,343.94 



A1111exures 

B DFBh - ,,.., I 

Month Units billed Amount Billed ABR ~/ Energy Meter Amount for ABR after Dillin short recovery of 
(KWH) (~ KWH) supplied Rent(~ AB Rm inclusion of ABR(t I amountm 

(KWH) Meter rent~/ KWH) 
KWH) 

Jan-14 15,09 1,899 69,633,0 16 4.61 39,279,800 1,421,0 10 71,054,026 4.71 0. 10 3,852,974.42 
Feb-14 16,253,507 74,332,394 4.57 34,455,985 1,421,030 75,753,424 4.66 0.09 3, 126,650.10 
Mar- 14 17,060,270 82,09 1,046 4.70 38,637,945 1,421,030 83,512,076 4.90 0. 19 7,482,633.42 
Apr-14 28,3 11 ,8 13 129,679,847 4.58 44,958,2 10 2,3 14,6 14 13 1,994,46 1 4.66 0.08 3,694, 177 .66 
May- 14 22,766,98 1 I 05,099,59 1 4.62 42,047,785 1,58 1,2 10 I 06,680,80 I 4.69 0.07 2,765,4 17. 14 
Jun-14 30,679, 119 137 ,825,294 4.49 44, 147,750 1,642,9 11 139,468,205 4.55 0.06 2,473,6 12.32 
Jul- 14 34,710,869 153,335,664 4.42 44, 127,543 2, 143,682 155,479,346 4.48 0.06 2,6 15,429.07 

Aug-14 35,397, 119 157, 197 ,07 I 4.44 49,376, 162 ,745,110 158,942, 18 1 4.49 0.05 2,48 1,525.16 
Sep-14 29,540,446 139,678,726 4.73 47783380 ,832,942 141 ,5 I I ,668 4.79 0.06 2,887,920.5 1 
Oct-14 25,283,454 I 17 ,387, 15 I 4.64 48, 141,567 ,84 1,19 1 l 19,228,342 4.72 0.08 3,642,7 13.34 
Nov- 14 22,802,833 I 05,064, 192 4.6 1 38,790,44 1 ,832,942 I 06,897, 134 4.69 0.08 3,021,321.46 
Dec-14 18,508,468 82,838,556 4.48 42,6 17, 140 ,747,550 84,586, 106 4.57 0.09 3,841,085.45 
Jan-15 18,847,8 10 85, 143,884 4.52 47,524, 130 ,747,550 86,89 1,434 4.61 0.09 4,284,81 1.49 
Feb-15 19,997,331 86,990,225 4.35 41,024,840 ,767,660 88,757,885 4.44 0.09 3,630, 147.21 
Mar- 15 23,013, 164 I 08,984,961 4.74 46,684,945 ,792,230 110,777, 191 4.81 0.07 3,438,090.82 
Apr- 15 21 ,921,493 I 06,050,629 4.84 43,715,615 ,760,550 107,81 1,179 4.92 0.08 3,4 12,363.41 
May-15 22, 167,40 1 I 07 ,349 ,886 4.84 52,997,465 ,737,980 I 09,087 ,866 4.92 0.08 4,297,781.07 
Jun-15 22,526, 132 I 08,535,577 4.82 48,889,325 ,882,240 110,41 7,8 17 4.90 0.08 3,997,460.78 
Jul- 15 23,748,305 11 2,742,690 4.75 5 1,722,980 ,8 18,7 10 I 14,56 1,400 4.82 0.07 3,826,578.54 

Au_g- 15 25,042,579 122,042,634 4.87 54,544,910 ,859,930 123,902,564 4.95 0.08 4,236,823.68 
Sep- 15 24,800,086 11 9,634,900 4.82 55,298,845 ,848,310 12 1,483,2 10 4.90 0.08 4,340,934.20 
Oct- 15 23,930,835 I 14, 126,925 4.77 55,582,410 1,72 1,960 115,848,885 4.84 0.07 3,945,683.97 
Nov-15 20,703, 150 99,752,539 4.82 49,03 1,875 1,866,050 I 01 ,6 18,589 4.91 0.09 4,332,635.68 
Dec- 15 22,569,006 I 09,650,027 4.86 48,6 19,735 1,964,530 111 ,6 14,557 4.95 0.09 4, 155,991.70 
Jan- 16 2 1,4 15,827 I 02,3 12,445 4.78 50,535,970 1,989,750 I 04,302, 195 4.87 0.09 4,565,032.83 
Feb- 16 22,077,870 I 04,577 ,258 4.74 43 ,993,595 2, 119,970 106,697,228 4.83 0.09 4,081 ,206.50 
Mar- 16 2 1,772,894 I 03,927 ,032 4.77 50,4 11,575 1,998,340 I 05,925,372 4.87 0. 10 4,789,661.53 
Total 48 820.982 l 03,220,663.48 

Source: Informatio11f11rnished by the OF/Circle office 
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Annexure-2.3.4 
(Referred to in paragraph 2.3.14) 

Statement showing details of required letter of credit during the period of contract 

SI. No. Month Input Energy Required letter of Additional letter 
(K Wh) credit of credit (~ in 

crore) 

Di tribution Franchisee Gaya 

l June 2015 57284887 

2 July 2015 58424198 

3 August 2015 62044443 

Total 177753528 ~ 21.99 crore ~ 12.65 crore 

Distribution Franchisee Bhagalpur 

l July 20015 51722980 53855578 x 2x ~ 1 8. 10-~ 8.86 
~ I .680 

2 August 2015 545449 10 

3 September 2015 55298845 

Total 161566735 ~ 18.10 crore ~ 9.24 crore 

Distribution Franchisee Muzaffarpur 

1 Jan 2016 58620747 553 16533 x 2x 26.47 -18.00 
~ 2.393 

2 Feb2016 503 15717 

3 March 2016 57013 136 

Total 165949600 ~ 26.47 crore ~ 8.47 crore 

Source: lnformation f umished by the DF/Circle office 
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Annexure-2.3.5 
(Referred to in paragraph 2.3.15) 

Annexures 

Statement showing particulars of complaints received and their redressaJ 
during 2013-14 to 2015-16 

Particulars DFGaya DF Bhagalpur DF Muzaffarpur 

Complajnts 2014-15 2015-16 2013-14 2014-15 2015-16 2013-14 2014- 2015-
15 16 

Total number of 120672 150564 1349 11 162539 179066 159802 23670 286588 
consumers 3 
Total complaints 23335 43 168 10364 54280 55750 18691 14349 96505 
received 6 
Faulty meter 14294 19824 3472 14941 7773 12505 58259 46192 
and Billi ng (61 ) (46) (84) (85) (13) (66.90) (40.60 (47.86) 
related (in nos) ) 
(per cent) 
Normal Fuse-off 904 1 17134 645 2546 47977 6186 85237 50313 
calls, Line 
related and 
olhers (No power 
complain) 
Complaints 22656 34604 4091 17468 47024 15010 12767 87757 
redressed wilhin 4 
time/closed 
Complaints 679 3445 26 45 23 3892 17536 6513 
redressed beyond 
time 
Percentage of 19.34 28.67 7.68 33.40 31.13 11.70 60.62 33.67 
complaints 
received to total 
consumers 
Compen ation NIL NIL NIL NIL NIL NIL NIL NIL 
paid , if any, to 
Consumers (~ in 
lakh) 

Source: Information furnished by the Distribution Franchise 
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