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This Report deals with the results of audit of 81 Government Companies and 
four Statutory Corporations for the year ended 31 March 2015. · 

The accounts of Government Companies (:including Companies deemed to be 
Government Companies as per the provisions of the Companies ·Act) are 
audited by the . ComptroUer and Auditor General of India (CAG) under the 
provisions of Section 619 of the Companies Act 1956 and Section 139 and 
143 of the Companies Act, 2013. 

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

. - : .'1(~ 

CAG is the sole auditor for Gujarat State Road. Transport Corporation, a 
Statutory Corporation, and Gujarat Electricity Regulatory Commission, a 
regulatory body. As per the State Financial Corporations (Amendment) Act, 
2000, the CAG has the right to conduct the audit of accounts of Gujarat State 
Financial Corporation in addition to the audit conducted by the Chartered 
Accountants, appointed by the Corporation from the panel of auditors 
approved by the Reserve Bank of India. In respect of Gujarat State 
Warehousing Corporation, the CAG has the right to conduct the audit of their 
accounts in addition to the audit ~onducted by the Chartered.· Accountants, 
appointed by the State Government• in consultation with the CAG. Audit of 
Gujarat Industrial Development Corporation is entrusted to the CAG under 
Section 19(3) of the Comptroller and Auditor General's (Duties, Po~ers ·and 
Conditions of Service) Act, 1971 and CAG is a sole Auditor. 

The instances mentioned in this Report are those, which came to notice irt the 
course of test audit during the year 2014-15 as well as those which c,aine to 
notice in earlier years, but could riot be reported in the previous Audit Reports; 
matters re fating to the period subsequent to 31 March 2015 have also been 

. included, wherever necessary. 
. \." 

The audit has been conducted in conformity with the Regulations on Audit and 
Accounts and the Auditing Standards issued by the ComptroUer and Auditor 
General of India. 
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[ Overview l 
1 Overview OD the Functioning of State Public Sector 

Undertakings 

flltroduction 

The State Public Undertakings (SPSUs) consist of State Government Companies and 
Statutory Corporations. The SPSUs are established to carry out the activities of Commercial 
nature keeping in view the welfare of people and also occupy an important place in the state 
economy. As on 31 March 2015, in Gujarat there were 68 Working SPSUs (64 Companies 
and four Statutory Corporations) and 13 non-workitrg SPSUs. The working SPSUs 
registered a turnover of r 1,06,553.54 crore as per their latest finalised accounts. The 
turnover was equal to 12.42 per cent of State's Gross Domestic Product for 2014-15. 

Accountability framework 

The Audit of financial statements of a Company in respect of jitrancial years commencing 
on or after 1 April 2014 is governed by section 139 and 143 of the Companies Act, 2013. 
The financial statements of Government Companies are audited by Statutory Auditors who 
are appointed by the CAG as per the provisions of Section 139(5) or (7) of the Act. These 
financial statements are subject to supplementary audit by CAG within 60 days from the 
date of receipt of the audit report under the provisions of Section 143(6) of the Act. Audit of 
Statutory Corporations is governed by their respective legislations. 

Ill vestment in SPSUs 

As on 31 March 2015, the investment (capital and long term loans) in 81 SPSUs was 
r 1,15,932.27 crore. Out of the total investment, 99.31 per cent (r 1,15, 132.84 crore) was in 
working SPSUs and remaining 0.69 per cent (r799.43 crore) was in 11011-worki11g SPSUs. 

Arrears in finalisation of Accounts 

Thirty five working SPSUs had arrears of 61 accounts as on 30 September 2015. The extent 
of arrears ranged from one to five years. 

Performance of SPSUs 

During the year 2014-15, as per their latest finalised accounts, out of 68 working SPSUs, 
49 SPSUs earned profit of r3, 725.62 crore and 13 SPSUs incurred loss of r613.17 crore. 
The major contributors to the profit were Gujarat State Petronet limited (r 660.32 crore), 
Gujarat Gas Limited (r 641.44 crore), Gujarat Mineral Development Corporation Limited 
(r635.87 crore) and Gujarat Energy Transmission Corporation Limited (r412.65 crore) . 
Major loss making SPSUs were Gujarat State Road Transport Corporation 
(r 183.58 crore), Gujarat State Energy Generation Limited (r 130.03 crore), Gujarat State 
Financial Corporation (r94.81 crore) and Gujarat Water lnfrastructure Limited 
(r91.37 crore). 

Accounts Comments 

Out of 52 accounts finalised during the period 2014-15, Statutory Auditors had given 
unqualified certificates for 36 accounts, qualified certificates for 15 accounts and 
disclaimer for one account. There were 12 insta11ces of 11011-compliance to Accounting 
Standards i11 10 accounts during 2014-15. 

(Chapter 1) 
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2. Performance Audit relating to Government Company 

Performance Audit of 'Exploration and Development Activities of Gujarat 
State Petroleum Corporation Limited ' was conducted . 

Executive summary of performance audit of Exploration and Development 
Activities of Gujara t State Petroleum Corporation Limited is given below: 

Introduction 

Gujarat Stale Petroleum Corporation limited (the Company) was incorporated 011 

29 January 1979. The Company along with its subsidiaries and associates has a presence 
over the entire energy value chain spanning across a range of oil and gas activities 
comprising oil and gas exploration, development and production, gas trading, gas 
transmission, gas distribution and power generation. The performance audit f ocused 
primarily on the exploration and development (E&D) activities of the Company for the 
period 2011-12 to 2014-15. 

Status of blocks held by the Company 

Of the total 64 blocks held by the Company as on 1April 20JJ, 37 blocks were surrendered 
during the perf ormance audit period and the Company had 27 blocks in hand as on 
31 March 2015. Of these 11 blocks were under E&D and 16 blocks were under production. 

Exploration and Development (E&D) 

The major activity under E&D carried out during the period of the performance audit was 
the development of the Deen Dayal West (DDW) area of the KG block. The Field 
Development Plan (FDP) f or DDW area was approved by the Management Committee 
(MC) in November 2009 with stipulated date of commercial production from December 
2011. The trial production started in August 2014 and the commercial production has not 
commenced so far (November 2015). 

Tire FDP for DDW llSsumed a gas price of US $ 5.7/MMBTU (Million British Thermal 
Unit) and was not viable at tire Government approved gas price f ormula of 
US$ 4.2/MMBTU prevailing at tire time of submission of FDP. Tire viability of tire FDP 
WllS further compromised by the underestimation of costs, non-addressing of technological 
uncertainties, and deficiencies in project implementatimi. The Company did not address 
properly the risks associated with cost and technology as stated below which has resulted ill 
uncertainty regarding the f uture prospects from the block where an investment of around 
r 19,576 crore had been made as of March 2015. 

• Against FDP estimates of US $ 547 million, the tender cost for offshore facilities 
was US$ 810 million (48 per cent higher). Further, the actual costs incurred were 
US$ 1,058 million. 

• Non finalisation of appropriate drilling technology and unresolved low 
permeability issue led to uncertainties regarding commercial production. 

• Cost overruns were noticed due to deficiencies in contract management and higher 
drilling costs. 

Production 

During 2011-15, the revenue from production activity was reduced from r230.30 crore to 
r I 52.51 crore (i.e. by 33. 78 per cent) due to reduction in prices of Oil and reduction in 
production of gas from I 19.24 MAI (million cubic metres) to 50.21 MAI. Hazira block was 
the main gas producing block contributing 110 MM out of 119.24 MM produced in 
2011-12 which declined to 36.9 MM3 in 2014-15. The sale quantity of test gas from KG 
block f or 8 months (A ugust 2014 to March 2015) itself was 64.81 MAI which was more 
than the combined production of 2014-15 from all producing blocks of the Company 
indicating the significance of the KG block in the Company's portfolio. 
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Surrender of blocks 

Out of the 64 blocks on hand as on J April 2011, during the period 2011-15, the Company 
surrendered 37 blocks which included JO overseas and 27 domestic blocks and had written 
off exploration expenditure worth r2,514.65 crore for 29 surrendered blocks 
(rJ,734.12 crore for overseas blocks and r 780.53 crore for domestic blocks). In the 
remaining eight surrendered blocks the expenditure of r 478.07 crore was yet to be written 
off as of March 20J 5. 

Out of the 11 overseas blocks held as on I April 2011, the Company surrendered IO blocks 
(nine operator and one non-operator) during 2011-15. North Hap'y and South Diyur blocks 
in Egypt were the major overseas blocks which were surrendered. The delays in execution 
of Minimum Work Programme (MWP) led to huge cost overruns in the North Hap 'y block 
and the Company incurred US$ 263.98 million which was 76 per cent higher than the 
committed expenditure of US $ J 50 million. 

The Company went ahead acquiring overseas blocks during 2006-10 mainly as an operator 
with considerably high participating interests without any prior experience overseas as an 
operator. Further, the delayed execution of the work committed resulted in cost escalations 
in overseas blocks. As a result, the Company had incurred expenditure of r 1, 757.46 crore 
for JO su"endered overseas blocks, of which r J, 734.12 crore has been written off. 

Financial Position 

As on 3J March 2011, the total borrowings of the Company were r 7,126.67 crore which 
had increased by J77 per cent to rJ9,716.27 crore as on 3J March 2015. The Company had 
to rely heavily on bo"owings mainly for activities in the KG block. The total interest burden 
increased from r981. 71 crore in 2011-12 to r 1,804.06 crore in 2014-J5. Further, there 
were outstanding dues of r2,329.52 crore not recovered from Joint Venture (JV) partners. 

Monitoring of blocks as a Non-operator 

The Company did not exercise its right to conduct audit of JV accounts periodically and in 
a timely manner in blocks where it was a non operator. Further, in cases where audit was 
conducted, the Company did not pursue the Audit Reports. 

Recommendations 
• Risks associated with cost, technology and price realisation may be properly considered 

while venturing into exploration and development activities and means of risk 
mitigation such as induction of strategic I financial partners may be timely considered 
wherever necessary. 

• The Company may exercise due caution in venturing into overseas exploration and 
should endeavor timely completion of work committed. 

• The Company needs to ensure that realization from Joint Venture partners are made 
prompdy. 

• The monitoring of the blocks where the Company was non-operator needs 
strengthening through non-operator audit and periodic review of the status of activities 
in such blocks 

(Chapter 2) 

I 3. Performance Audit relating to Statutory Corporation 

Performance Audit of 'Working of Gujarat State Warehousing 
Corporation ' was conducted . 

Executive summary of perfomiance audit of Working of Gujarat State 
Warehousing Corporation is given below: 

VII 
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ltrtroductio11 

Agriculture is one of the most critical sectors of the Indian economy. Agricultural growth 
was facing a setback due to lack of adequate handling and post-harvest infrastructure 
facilities such as warehousing. Gujarat State Warehousing Corporation was established in 
December 1960 with an objective to construct warehouses within the State to facilitate 
storage and transportation of agricultural produce, seeds, manures, fertilisers, agricultural 
implements and notified commodities. The Corporation started with a capacity of 930 MTs 
which increased to 1.45 lakh MTs by 1992 and thereafter there was no increase in the 
storage capacity. Performance A udit on the working of the Corporation covers the period 
from 2010-11to2014-15. 

Plam1ingfor capacity augme11tation 

The warehousing capacity in the State was 13.08 lakh MTs of which the Corporation's 
share was 1.45 lakh MTs. In absence of scientific assessment of requirement at1d proper 
planning, non-construction of godowns under Private Entrepreneurs Guarantee (PEG) 
Scheme and absence of financial support from Government of Gujarat/or augmentation of 
capacity, no capacity addition was achieved by the Corporation. Further, the vacant land of 
1,24,988 sq.mt. at different locations remained unutilised. 

Capacity Utilisation 

Tire utilisation of the Corporation 's warehouses including owned and hired increased from 
50 per cent in 2010-11 to 82 per cent in 2014-15. This increase was owillg to the 
contribution of hired godowns wherein the occupancy was 90 to JOO per cent during the 
review period though the occupat1cy in owned godowns remained up to 65 per cent. 97 out 
of 129 godowns of the Corporation remained vacant for a period of 1,809 months durillg 
tire review period. The possible reasons attributable were poor condition of godowns, lack of 
marketing strategy, non-creatillg of awareness of tire storage facilities among the 
depositors, especially fa rmers. 

Operation and Financial Management 

During the last ten years, the Corporation revised its tariff twice in 2005 and 2012. The 
tariff does not detail various aspects of the tariff structure such as exclusion/inclusion of 
advalorem insurance charges i11 the storage charges collected on sq.ft basis, collection of 
storage charges on sq.ft. basis in respect of reservation on lock and key basis etc., nor did 
the Corporation re-categorise the godowns during last revision in 2012. 

Warehouse charges and rent income constituted tire major ill come of the Corporation and it 
earned profit during 2011-12 and 2012-13. The Corporation did not recover warehouse 
charges as per applicable rates leadillg to loss of revenue of r 0.25 crore. Tire Corporation 
did not apply the prevailillg sq. ft. rate on Central Warehousing Corporation (CWC) for tire 
Jnla11d Contai11er Depot /Container Freight Station godowns lent to them resulting i11 
revenue loss of r 11. 70 crore. 

Mo11itoring and lntemal Control 

The Corporation did not /rave specific written delegation of powers to the hierarchy and 
decisions were also taken at lower cadres. There were no procedures in place to inspect 
godowns by personnel from head office either on regular intervals or as a surprise check. 
The Corporation's Executive Committee met only four times as against required 
30 meetings in tire last five years up to March 2015. 

Recommendations 
• The Corporation may gather tire data of warehousing capacity in the State, assess the 

additio11al requirement and formulate a plan of action in co-ordination with other 
agencies such as CWC, Food Corporation of India (FCJ) etc., for capacity 
augmentation. 

• The Corporation may review the monthly data of occupancy furnished by the 
warehouse centres periodically, analyse the reasons for godowns remaining vacant for 
long period to take remedial action and ft.x godown-wise break-even occupancy. 
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• The Corporation may review the tariff and categorisation of centres on a periodic basis 
before fixing the tariff and give required details to bring clarity regarding the system of 
collection of warehouse charges and applicability of rates. 

• The Corporation may ensure recovery of warehouse charges as per the prevailing tariff 
rates. 

• The Corporation may develop a sound monitoring system and also evolve a mechanism 
for periodical reporting to the top management on the working of the warehouses. 

(Chapter 3) 

Compliance Audit Observations 

Compliance audit observations included in this Report highlight deficiencies 
in the management of PS Us which resulted in serious financial implications. 
The irregularities pointed out are broadly of the fo l lowing nature: 

Loss of f 67.22 crore in one case due to non compliance to rules, regulations, 
directives, procedures and terms and conditions of contracts. 

(Paragraphs 4.8) 

Loss of f 953.90 crore in five cases due to non-safeguarding the financial 
interests of organisation. 

(Paragraphs 4.1, 4.2, 4.4, 4.5 and 4.6) 

Loss off 1. 25 crore in one case due to defective/deficient planning. 

(Paragraphs 4.3) 

Loss off 468.54 crore in one case due to defective/deficient planning and lack 
of fa irness, transparency and competitiveness in operations. 

(Paragraphs 4. 7) 

Gist of the major observations is given below: 

Alcock Ashdown (Gujarat) Limited accepted the contract for constructing 
two ships without having technical and financial capacity. The contract was 
cancelled due to time over-run which resulted in Joss of~ 42.80 crore. 

(Paragraph 4.2) 

The metered agricultural consumers pay energy charges based on actual 
energy consumption. The unmetered agricultural consumers pay fixed amount 
irrespective of actual consumption. The excess consumption of electricity by 
unmetered agricultural consumers as compared to metered agricultural 
consumers during the period 2009-10 to 2014-15 in the four DISCO Ms of 
Gujarat Urja Vikas Nigam Limited ranged from 5,822.84 MUs to 7,569.48 
MUs every year resulting in an avoidable power purchase cost every year of 
~ 1,775.97 crore to~ 2,9 10.75 crore. 

IX 
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The average consumption per HP by unmetered agricultural consumers was 
1,833 units in 2014-15 as against the average consumption of 719 units by 
metered agricultural consumers. This indicates that unmetered consumption 
leads to wastage of electricity as well as creates subsidy burden on the State. 
Probability for excess consumption of water also exists. 

(Paragraph 4.5) 

Metro Link Express for Gandhinagar and Ahmedabad Company Limited 
incurred an expenditure of ~ 373.62 crore on the development of lndroda, 
Motera and Chiloda site under the earlier phase without the approval of project 
report. As the earlier phase was scrapped and the expenditure incurred could 
not be used in the new phase under progress, it resulted in infructuous 
expenditure of~ 373.62 crore. 

(Paragraph 4. 7) 
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Chapter I 

Functioning of State Public Sector Undertakings 

Introduction 

1.1 The State Public Sector Undertakings (SPSUs) consist of State 
Government Companies and Statutory Corporations. The SPSUs are 
established to carry out the activ ities of commercial nature keeping in view the 
welfare of people and also occupy an important place in the State economy. 
As on 31 March 20 15, in Gujarat there were 8 1 SPSUs. Of these, four' were 
listed on the stock exchange(s). During the year 2014- 15, one SPSU

2 
was 

incorporated, whereas one SPSU viz., GSPC Marginal F ields Limited was 
closed down and one SPSU viz. GSFS Capital and Securities Limited went 
into liquidation. Further, four SPSUs viz., GSPC Gas Limited, Gujarat Gas 
Company Limited and its two subsidiaries viz., Gujarat Gas Financial Services 
Limited, Gujarat Gas Trading Company Limited were amalgamated into 
Gujarat Distribution Network Limited on 30 March 20 15, which was 
subse~uently renamed as Gujarat Gas Limited. During the year 2014-15, one 
SPSU came under the purview of Comptroller and Auditor General of India 
(CAG) as per Section 139(5) of the Companies Act, 20 13. The details of 
SPSUs in Guj arat as on 3 1 March 20 15 are given below. 

Table 1.1: Total number of SPSUs as on 31 March 2015 

Tvne of SPSUs Workin2 SPSUs Non-workin2 SPSUs 
4 

Total 
Government Companies) 64 13 77 

Statutory Corporations 4 -- 4 

Total 68 13 81 

The working SPSUs registered a turnover of~ 1,06,553.54 crore as per their 
latest finalised accounts as of 30 September 2015. The turnover was equal to 
12.42percent of State's Gross Domestic Product (GSDP) for 2014-15. The 
worki ng SPSUs earned aggregate profit of~ 3, 11 2.45 crore as per their latest 
finalised accounts as of 30 September 20 15. They had employed l. l 0 lakh 
employees as at the end of March 2015. 

As on 31 March 2015, there were 13 non-working SPSUs, ex1stmg since 
1995-96 and having investment of ~ 799.43 crore. Government may take 
suitable decision for the final winding up of the non-working SPSUs . 

Gujarat Gas Limited, Gujarat Mineral Development Corporation Limited, Gujarat State Petrone! 
Limited and Gujarat State Financial Corporation . 

Gujarat Scheduled Caste Most Backward Development Corporation was incorporated on 1 October 
2014. 

Sabarmati Gas Limited . 

Non-working SPSUs are those which have ceased to carry on their operations. 

Government Companies include other Companies referred to in Section 139(5) and 139(7) of the 
Companies Act 2013. 
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1.Z . The ]audit ~f. the . financial statements o~ a company in respect ?f 
financial yef!.rS commencmg on . or after 1 Apnl 2014 is governed by the 
provisfons or the Cdmpanies Act, 2013. However, the audit of a company in 
respect of fi*ancial )'ears that commenced earlier than 1 April 2014 continued 
to be governfd by th~ Companies Act, 1956. 

I ! . . . . . • ' 

According t0 Section2(45) of the Companies Act, 2013 (Act), a Goyernment 
I I ._.,;,, 

company is one in which not less than 5 l per cent of the paid up share capital 
is held by thf Centra,l and/or State Government(~) and includes a subsidiary_ of 
a Govemm~nt Company. The process of audit of Government Compames 
under the Atlt is governed by respective provisions of Section 139 and 143 of 

I , 

the Act. I 
I 

Statutory A~dit 
I 
I . 

1.3 The 'financial statements of the Government Company (as defined in 
Section 2( 45~ of the Act) are audited by Statutory Auditors, who are appointed 
by the CAGI as per the provisions of Section 139(5) or (7) of the Act. These 
financial statements .are subject to supplementary audit to be conducted by 
CAG within] sixty days from the date of receipt ·of the audit report under the 
provisions of Section 143(6) of the Act. · 

I 
I 

Further, the Statutory Auditors of any other company (Other Company) owned 
or controlledl directly or indirectly, by the Central and/or State Government(s) 
are also appbinted by CAG as per the provisions of Section 139(5) or (7) of 
the Act. I · 

As per the provisions of Section 143(7) of the Act, the CAG, in case of any 
company (Qovernment Company or Other Cqmpany) covered under sub­
section (5) jor sub-Section (7) of Section 139 of the Act, if considers 
necessary, b~ an order, cause test audit to be conducted of the accounts of such 
Company aO:d the provisions of Section 19A of the CAG's (Duties, Powers 
and Conditidns of Service) Act, · 1971 shaU apply to the report of such test 

I , . 

audit. i · · 
. I 

Audit of Stafutory ~orporations is governed by their respective legislations. 
Out o~ four i Statutory Corporatio~s, CAG is !he sole auditor for Gujarat 
illdustnal Development ·Corporation and Gujarat State Road Transport 
Corporation. jin respect ofGujarat State Warehousing Corporation and Gujarat 
State Fi'nandal Corp0ration, the audit is conducted by Chartered Accountants I . . . . 
and supplementary audit by CAG. 

. I ' 

I 

Role of Gowemment and Legislature " 
I • . . . 
I :· - . , ·. . 

1.4 The State Government exercises control over the affairs of these SPSUs 
through its a~ministr~tive departili.ents. · The Chief Executive and Directors to 
the Board an~ appointed by the Government. 

. . I • 
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Chapter L Functioning of State Public Sector, Undertakings 

The State Legislature also monitors -the accounting and utilisation· .of 
Government investment in the SPSUs. For this; the Annual Reports together 
with t~e Stati.itory Auditors' Reports, and comments ofthe CAG, in respect of 
State Government Companies and Separate Audit Reports (SARs) in case of 
Statutory Corporations are to be placed before the Legislature under Section 
395 of the Act or as stipulated in the respective Acts: The Audit Reports ofthe 
CAG are submitted to the Governinent under Section 19A of the CAG's 
(Duties, Powers and Conditions of Service) Act, 1971: -

R,5 The State Government has huge financial stake_ in these SPSUs. This 
stake is of mainly three types: 

@ Share Capitan antdl Loans- In addition to the Share Capital Contribution, 
State Government also provides financial assistance by way ofloans to the 
SPSUs from time to time.·· 

0 Spiecfall Financli.al Support- State Government provides budgetary support 
by way of grants and subsidies to the SPSUs as and when considered 
necessary. 

a> · Gu~uantiees- State Government also guarantees the· repayment of loans 
with interest, availed by the SPSU s from Financial Institutions. 

1,6 As ~n 31 March 2015, the in.vestnient (Capital and Long-term foans
6
) 

in 81 SPSUs was~ 1,15,932.27 cron? as per details given befow: ' 

1ralblle ]_,2: 1rotall illllvestmellllt nllll SPS1Us 

Working 65,36030 44,438.44 1,09,798.74 1,839.07 3,495.03 5,334.10 1,15,132.84 
SPSUs 
Non­
working 
SPSUs 

87.57 711.86 799.43 o.oo '. '.o:oo 799.43 

'Iota[ 65,447.87 45,150.30 1,HD,598.17 1,839.07 3,495.03 5,334.RO 1,15,932.27 

Out of the total investment of~ 1,15,932.27 crore in SPSUs as on 31 March 
2015, 99.31percent was in working SPSUs and the.remaining Q.69percent 
in non-working SPSUs. This total investment consisted of 58.04 per cent 
towards capital and 41.96 per cent .in long-term loans. The investment has 

' ' 

This represents loans from the Government and financial institutions. 

This amount will not tally with Annexure-2 which is based on lat~st finalised accounts whereas 
details of investment in SPSUs in the Table 1.2 have been prepared from information furnished by 
the SPSUs, which includes additions subsequent to the last finalised accounts. 
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grown by 72. 13per cent from ~67 ,351.96crore in 2010- 11 to 
~ l , 15,932.27 crore in 2014-15 as shown in the graph below. 

Chart 1.1: Total investment in SPSUs 
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~ Investment (Capital and Long-term loans) J 
1.7 The sector wise summary of investments in the SPSUs as on 31 March 
2015 is given below: 

Table 1.3: Total Investment in SPSUs 

Name of Sector Government/Other Statutory Total Investment 

Companies • Corporations ~in crore) 

Workin2 Non-workin2 
Power 11 0 0 11 38,999.22 
Manufacturing 7 7 0 14 15,861.22 
Finance 12 3 I 16 3,669.52 
Miscellaneous 3 0 0 3 . y 

45 ,862.09 
Service 17 0 I 18 9,855.59 
Infrastructure 10 I I 12 1,534.05 
Agriculture & Allied 4 2 I 7 150.58 

Total 64 13 4 81 1,15,932.27 

The investment in four significant sectors and percentage thereof at the end of 
3 I March 20 I 0 and 31 March 2015 are indicated below in the bar chart. 

9 
'Other Companies' as referred to under Section 139(5) and 139(7) of the Companies Act, 2013. 
This includes ~ 45,707.90 crore in Sardar Sarovar armada Nigam Limited. 
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Chart 1.2: Sector wise investment in SPSUs 

Power Manufacturing Service Miscellaneous 

Figures in brackets show the percentage of investment in SPSUs 

• 2010-11 

• 2014-15 

The thrust of SPSUs investment was mainly in Miscellaneous Sector. The 
percentage of investment to total investment in the above sector was 
40 per cent in 2014-15 . The percentage increase of investment in 
Manufacturing Sector over the period 2010-11 to 2014- l 5 was l 64.09 per cent 
while that in Power Sector was 81.66 per cent . 

Special support and returns during the year 

1.8 The State Government provides financial support to SPSUs in various 
forms through annual budget. The summarised details of budgetary outgo 
towards equity loans, grants/subsidies, loans written off and interest waived in 
respect of SPSUs are given below for three years ended 2014-15 : 

Table 1.4: Details regarding budgetary support to SPSUs 

(Amount: ~in crore) 
SI. Particulars 2012-13 2013-14 2014-lS 
No. No.of Amount No.of Amount No.of Amount 

SPSUs SPSUs SPSUs 
I. Equity Capital outgo 

17 7,952.92 14 7,503.48 9 6,966.86 
from budget 

2. Loans given from 
4 610.34 4 279.10 2 201.50 

budget 
3. Grants/Subsidy from 

3 1 6,777.61 33 7, 142.97 24 7,752.47 
budget 

4. Total O uteo (1 +2+3) 15,340.87 14,925.55 14.920.83 
5. Waiver of loans and 

interest -- -- -- -- -- --
6. Guarantees issued I 8.00 -- -- 2 1,609. 16 

7. Guarantee Commitment 6 2,7 18.74 6 2,239.79 4 1,652.82 

The details regarding budgetary outgo towards equity, loans and grants/ 
subsidies for past five years are given in a graph below: 

5 
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Chart 1.3: Budgetary outgo towards Equity, Loans and Grants/Subsidies 
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[ ~Budgetary outgo towards Equity, Loans and Grants/ Subsidies 

The budgetary outgo in the fonn of equity, loans, grants/subsidies, etc., 
marginally decreased from~ 14,925.55 crore in 201 3- 14 to~ 14,920.83 crore 
in 2014-15. The outgo on account of grants/subsidies increased from 
~ 7,142.97 crore in 2013-14 to~ 7,752.47 crore in 2014-1 5. 

ln order to enable SPSUs to obtain financial assistance from Banks and 
Financial Institutions, State Government gives guarantee under Gujarat State 
Guarantee Act, 1963 subject to the limits prescribed by the Constitution of 
lndia, for which the guarantee fee is being charged. This fee varies from 
0.25 to one per cent as decided by the State Government depending upon the 
loanees. The guarantee commitment decreased from ~ 2,7 18.74 crore during 
2012-13 to ~ 1,652.82 crore during 20 14-15. Further, seven SPSUs

10 
paid 

guarantee fee
11 

to the tune of ~ 17 .53 crore during 20 14-15. There was one 
SPSU

12 
which did not pay guarantee fees/commission during the year and 

accumulated/outstanding guarantee fee/commission there against was 
~ 35.60 crore as on 3 1 March 20 15. 

Reconciliation with Finance Accounts 

1.9 The figures in respect of equity, loans and guarantees outstanding as 
per records of SPSUs should agree with that of the figures appearing in the 
Finance Accounts of the State. In case the figures do not agree, the concerned 
SPSUs and the Finance Department shou ld carry out reconciliation of 
differences. The position in this regard as at 31 March 2015 is stated below: 

10 

II 

12 

Gujarat Energy Transmission Corporation Limited, Dakshin Gujarat Vij Company Limited, 
Madhya Gujarat Vij Company Limited, Paschim Gujarat V ij Company Limited, Uttar Gujarat V ij 
Company Limited, Gujarat Urja Vikas Nigam Limited and Sardar Sarovar Narmada Nigam 
Limited. 

In case of subsidiaries of GUVNL, the detai ls o f Guarantee fees as allocated by the holding 
Company (GUYNL) have been considered. 

Gujarat State Financial Corporation. 
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Chapter L Functioning of State Public Sector Undertakings 

'Jfalblle :n..5: 1Eq1lllify, foallll.s, gunairallll.11:ees mmll:sfanndlillll.g as peir lFinnannce Accl(])1!llllll.11:s vis-a­
vis irecoir«l!s l(j)Jf SJl>§Us 

Loans 
Guarantees 

Audit observed that the differences occurred in respect of 52 SPSUs. Audit 
brought (December 2015) the matter to the notice of the Finance Department, 
concerned Administrative Department and the respective SPSU s about the 
differences in figures indicated in the Audit Report (PSUs) and Finance 
Accounts for the year 2014-15. The Government and the SPSU s should take 
concrete steps to reconcile the differences in a time bound manner. · 

1.n@ . Th~··financial statements of the companies for every financial year are 
required to be finalised. within six months from the end of the relevant 
financial year, i.e., by September end in accordance with the provisions of 
Section 96(1) of the Act. Failure to 'do so may attract penal provisions under 
Section 99 of the Act. Similarly, in case of Statutory Corporations, their 
accounts are finalised, audited and presented to the Legislature as per the 
provisions of their respective Acts. 

The table below provides the details of progress made by working SPSUs in 
finalisation of accounts as of30 September2015. 

I • • ,; • ' 

'Jfalblle 1.6: JPl(J)Sfttftl(])llll. irefatillllg 11:1(]) Jfinnallisatil(])nn l(])f accmnllllll:s l(])f Wl(])Jrlkll.llllg §lP'§Us 

companies 
2. umber of accounts finalised during 

58 58 . 71 65 56 
he year 

3. umber of accounts in arrears 38 47 42 50 ()1 
4. umber of Working SPSUs with 

27 35 30 33 35 
arrears in accounts 

5. xtent of arrears (numbers in years) 1to4 1to4 1to3 1to4 1 to.5 

It can be observed that the number of accounts in arrears has increased from 
38 (2010-11) to 61 (2014-15). During the year, 46 Companies have finalised 
their 52 accounts, out of which 22 were arrear accounts. 

Si.milady, of the four Statutory Corporations, four accounts were finalised 
during the year 2014-15 out of which two were arrear accounts. Two Statutory 
Corporations .have total five accounts in arrears. 

13 
Includes· arrears of five accounts in respect of Infrastructure Finance Company Gujarat Limited 
which was taken over by GIDC, four accounts each in respect of Gujarat Growth. Centre 
Development Corporation Limited, Gujarat Women Economic Development Corporation Limited 
and Gujarat Foundation for Mental Health and Allied Sciences. 
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The Administrative Departments have the responsibility to oversee the 
activities of these entities and to ensure that the accounts are finalised and 
adopted by these SPSUs within stipulated period. Though the concerned 
Departments were informed regularly (once in 3 months) there was no 
progress in the matter. In addition, the matter was taken up with the State 
Government on 16 October 2015 for liquidating the arrears of the accounts 
however, no improvement has been noticed. 

1.11 The State Government had invested ~ 12,403.50 crore in 16 SPSUs 
{equity: ~ 7,178.86 crore (6 SPSUs), loans: ~ 1,041.50 crore (2 SPSUs) and 
grants~ 4,183.14 crore (14 SPSUs)} during the years for which accounts have 
not been finalised as detailed in Annexure-1. In the absence of finalisation of 
accounts and their subsequent audit, it could not be ensured 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 SPSUs remained outside the control of State 
Legislature. 

1.12 In addition to above, as on 30 September 2015, there were arrears in 
finalisation of accounts by non-working SPSUs. Out of 13 non-working 
SPSUs, eight were in the process of liquidation whose accounts were in 
arrears for eight to 20 years. Of the remaining five non-working SPSUs, only 
three SPSUs

14 
had arrears of accounts. 

Table 1.7: Position relating to arrears of accounts in respect of non-working 
SPSUs 

No. of non-working Period for which accounts No. of years for which 
comoanies were in arrears accounts were in arrears 

I) 1999-00 to 20 14- 15 16 I 

2 
16 2014-15 l 

I Placement of Separate Audit Reports 

1.13 The position depicted below shows the status of placement of SARs 
issued by the CAG (up to 30 September 2015) on the accounts of Statutory 
Corporations in the Legis lature. 

14 

15 

16 

Gujarat Fisheries Development Corporation Limited, Gujarat State Machine Tools Limi ted and 
Gujarat Trans Receivers Limited. 

Gujarat Fisheries Development Corporation Limited. 

Gujarat State Machine Tools Limited and Gujarat Trans Receivers Limited. 
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Chapter L Functioning of State Public Sector Undertakings . 

· 'falblle 1.8: SfatUlls l!llf pfacemellllt l!llft"SARs nl!ll lLegisfatmre 

1. Gujarat State Warehousing 2010-11 2012-13 
Corporation 2011-12 31 July 2013 

2. Gujarat State Financial 2013-14 2014-15 SAR under 
Co oration finalisation 

3. Gujarat Industrial 2013-14 2014-15 SAR under 
Development Corporation finalisation 

4. Gujarat State Road Transport 2010-11 2011-12 SAR under 
Corporation· finalisation 

l.n41 As pointed out above {Paragraph 1.10 to 1.12)~ the delay in finalisation 
of accounts may also result in risk offraud and leakage of public money apart 
from violation of the provisions of the rdevant statutes. In view of the above 
state of arrears of accounts, the actua.1 contribution of SPSUs to the GSDP fqr 
the year 2014-15 could not be ascertained and their performance was also not 
reported to theState Legislature. · 

0 The Government m'°'y evolve a STJ1J,itable med11'°'nism to. oversee. ;mmd · 
monitor the clearam:e of '°'rrears and set the targets for indivit§TJ1J,(Q,f 
compau1Jies. 

@ The Govemment may consider oaatSOIJIJ,rcUU'/Jg the work relating to 
preparatioUtJ of acco1J11,nts wherever the staff is imuieq1J11,ate or . Lacks 
expertise. 

1.15 The financial position and working results of working SPSUs are 
detailed in AnU1JeXTJ1J,re-2. A ratio of SPSUs turnover to GSDP shows the extent 
of SPSUs' activities in the State economy. Table below provides the details of 
working SPSU s' turnover and GSDP for a period of five years ending 
2014-15. 
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Table 1.9: Details of working SPSUs turnover vis-a vis GSDP 

Particulars 2010-11 2011-12 2012-13 2013-14 2014-15 

Tumover
17 

( ~ in crore) 63,008 .20 79,641.86 91,309.63 98,718.90 1,06,553.54 

GSDP ( ~ in crore) 5,21 ,5 19 5,98,786 6,58,540(P) 7 ,65,638(Q) 8,58, I 89(A) 
18 

Percentage of Turnover 
12.08 13.30 13.87 12.89 12.42 

to State GDP 
Estimate: (P) = Provisional, (Q) = Quick and (A) = Advance 

Out of the total turnover of ~ 1,06,553.54 crore, ~ 73,665.4 1 crore pertains to 
32 working SPSUs who have fina lised their accounts for the year 2014- 15 and 
the balance turnover of~ 32,888.13 crore was taken as per the latest fi nalised 
accounts. 

1.16 Overall profits
19 

(losses) earned (incurred) by working SPSUs during 
201 0- 11 to 20 14- 15 are given below in a bar chart. 

4,500.00 ] 

4,000.00 

3,500.00 

3,000.00 

Chart 1.4: Profit/Loss of working SPSUs 

(66} 
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DOvera LI Profit earned d uring the year by working SPSUs ----i -- J 

(Figures in brackets show the nu mber of working SPSUs in respective years) 

As per their latest finalised accounts, out of 68 workjng SPSUs, 49 SPSUs 
earned profi t of ~ 3,725.62 crore and 13 SPSUs incurred loss of 
~ 6 13.1 7 crore. Two Companies

20 
are under construction, one Compan/ has 

not finalised its first accounts, one
22 

Company's excess income transferred to 
non-plan grants, one Company's

23 
excess of expenditure over income 

17 

18 

19 

20 

21 

22 

23 

Turnover of working SPSUs as per the latest fina li sed accounts as of 30 September 20 15. 

As per Statements prepared under the Gujarat Fiscal Responsibi lity Act 2005, Budget Publication 
No. 30. 

Represents net profit before tax. 

GSPC LNG Limited and Sardar Sarovar Narmada Nigam Limited (SI. o. A-3 1 and A-63 of 
Annexure-2 respectively). 

Gujarat Scheduled Caste Most Backward Development Corporation (SI. No. A-16 of Annexure-2). 

Gujarat Women Economic Development Corporation Limited (SI. o. A-8 of Annexure-2). 
Gujarat State Police Housing Corporation Limited (SI. No. A- 19 of Annexure-2). 
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Chapter L Functioning of State Public Sector Undertakings 

transferred to works completed and one
24 

Company's expenditure incurred set 
off from grant income. 

The major contributors to the profit were: 

0 

€) 

® 

Q 

Gujarat State Petronet Limited ({ 660.32 crore ), 
Gujarat Gas Limited ({ 64L44,crore), 
Gujarat Mineral Development Corporation Limited ({ 635.8Tcrore), 
Gujarat Energy Transmission Corporation Limited ({ 412.65 crore) 

Heavy losses were incurred by: 

"' Gujarat State Road Transport Corporation ({ 183.58 crore), 
o Gujarat State Energy Generation Limited (~ 130.03 crore ), 
o Gujarat State Financial Corporation ({ 94.81 crore), 
o Gujarat Water Infrastructure Limited ({ 91.37 crore) 

:n..:n. 7 Some other key parameters of SPSU s are given below. 

1ralbile 1.rn: Key ParameteJrs l[J)Jf Sfa~e J?§Us 

~'.l!l§J!CiZi±JjJj'ITT) _, r; .:·,•Vi ''ill'i11,~ l~!;Jl'l:::i:ffi,,!W~::;~::f"' 
~ :-;;;;::;:;::~~;<';.:"JiC".'-'~ 

;5~\;{".i:i20:i~j'.'§ ••·~ l"Jir+A'i;•);:fj,j ;~~\;liliiZl!U .~ """'~·IL'l ,,, ~ 

Return on Capital 
5.24 6.97 6.40 5.00 5.56 

Employed (per cent) 

Debt 26,862.15 30,253.60 44,835.60 45,711.93 
,,, 

42,509.05 
"20 

63,008.20 79,641.86 91,309.63 98,718.90 1,06,553.54 Turnover 
Debt/ Turnover Ratio 0.43:1 0.38: 1 0.49:1 0.46:1 0.40:1 
Interest Payments 2,423.60 2,935.83 3,390.99 4,214.21 4,949.38 
Accumulated 

169.34 1,693.73 2,865.09 3,805.28 
'27 

Profits/ (Losses) 3,721.00 

(Above figures pertazn to all SPSUs except for turnover which is for working SPSUs). 

The turnover of SPSUs had increased gradually from { 63,008.20 crore in 
2010-11 to { 1,06,553.54 crore in 2014-15. Simultaneously, the debts also 
increased from { 26,862.15.crore in 2010-11 to { 42,509.05 crore in 2014-15. 
The,debt-turnover ratio which increased during 2012-13 as compared to other 
y~ars has decreased in subsequent years and stood at 0.40:1 in 2014-15 
because of significant increase in the turnover. Accumulated profits of 
~ 169.34 crore in 2010-11 have progressively increased to~ 3,805.28 crore in 
2013-14 and decreased to ~ 3,721 crore in 2014-15. Thus, perforinance of 
SPSU s registered marked improvement since 2010-11. 

1.:Il.8 The State Government had not formulated any dividend policy under 
which all SPSUs are required to pay a minimum return on paid--up share 
capital contributed by the State Government. As per their latest finalised 
accounts, out of 68 SPSUs, 49 SPSUs earned .. an aggregate profit of 

24 

25 

26 

27 

Gujarat Foundation for Mental Health and Allied Sciences (SL No. A"53 ofAnnexure-2). 

This represents the long term loans as per the latest finalised accounts reflected in Annexure-2 of all 
SPSUs. 
Turnover of working SPSUs as per the latest finalised accounts as of30 September 2015. 

Includes closing balance as per the finalised accounts and excludes General/ Capital/ Other 
Reserves etc. · 
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I ·, 

Z 3,725;62 9rore. 1Iowever only seven SPSUs declared dividend of 
z 145.99 crore ofwh:i.ch the State Government's share was z 8.65 crore. . I . . 

I . 
The State :Government may consider form/Jlllatfon of a dividend Policy 

. I , , 

regarding P,ayment:of reasomo};§e ret/Jllrn from the profit earning SPSUs on 
the paid /JllP ~h(U,re capit(U,§ contirflbMtfon by the State Government. · 

I , . 

I . ! . . . 
:n..:n.9 The~e were 13 non-working SPSUs as on 31March2015. Of these, 
eight SPSl:Js have. commenced liquidation process. The. number of 
non-working companies at the end of each year duririg past five years is given 
below.·. i 

I 
I 
I 'JI'alblle :LU: Nonn-worlldnng §P§Us 

12 12 12 13 , 

No. of Non-working Corporations 
I l'ofail 12 12 12 12 13 

' 

Since the n~n-workl.ng SPSUs are not contributing to theState economy and 
meeting the [:i.ntende4 objectives, therefore, these SPSUs may be considered for 
closure or irevival. 1During.2014-15, two out of 13 non-working SPSUs 
incurred a111 expe~d:i.ture of { 0.63 crore towards estabhshment. This 
expenditure I was met :from interest income (Z 0 .23 crore) received on their 
ip.v~stmentsj and borrowing (z 0.43 crore). Other 11 SPSUs did not furnish 
thelf accounts. ·. . · 

. I . 

1.Z«Jl J'he j stages of closure in respect of non-working SPSUs as .on 30 
September 4015 are given below. · 

I , 

I ~ablle :Il..112: Oosunre ofNoira-wo!f'Ildnng SPSUs 

2. Of(l.) above, tlie No. under: 
· (a) Liquiqation · ~y Court (liquidator 

appointed) 
(b) ·Voluntary winding up (liquidator 

appoidted) 
( c) Closute, i.e. clo,sing orders/ instructions 

issued! but liquidation process not yet 
started. 

13 

6 

28 
2 

5 

13 

6 

2 

5 

The Compab:i.es whichhave taken the route of winding up by Court order are 
under li.qu:i.d

1
atioil for a period ranging from 1 year to 20 years. The process of 

voluntary winding up under the Companies Act is much faster and needs to be 
I 

adopted/ Prn(_sued vigorously. 
j-

• I 

i 
I 

28 

Gujarat Sm~Ii Industries Corporation Limited and GSFS Capital arid Se~urities Limited. 
l . 
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Chapter h Functioning of State Public Sedor Undertakings 

The Gowemment m@y take (lJ, · dedsion reg@rding winding 7Up of five noii­
worki111tg SPSUs where no. decision about their contium@tion or otherwise h@s 
been t@keU'/}, after they bec@me non-working. 

1.21 Forty six working companies forwarded their 52 audited accounts to us 
during the year 2014-15. Of the 52 

1

accounts of 46 Companies, 39 accounts 
were selected for supplementary audit. The audit reports of Statutory Auditors 
appointed by the CAG and the suppl'ementary audit of the CAG indicate that 
the quality of maintenance of accounts needs to be improved substantialfy. 
The details of aggregate money value of comments 

29 
of Statutory Auditors and 

CAG for the last three years are given below . 

Decrease in profit 
2. Increase in loss 2 135.51 3 34.99 152.55 
3. Non-disclosure of 2 1731 2 277.78 1 115.20 

material facts 
A. Errors of 1 23,885.27 8 25,5)2.22 6 1,784.86 

classification 

It is observed from the above that cases of non~disdosure of materialfacts . . . 

increased from ~ 17.31 crore in 2012-13 to ~ 277.78 crore in 2013-14 and 
reduced to ~ 115 .20 crore :i.n 2014-15. Cases of decrease in profits and increase 
in losses increased from ~ 56.54 crore and ~ B5.57 crore. to ~ 25.L06 cirore 
and~ 152~55 crore respectively. 

During the year, the Statutory Auditms had given unqualified certificates for 
36 accounts and qualified certificates for 15 accounts, and disclaimer 
certificate (meaning the auditors are·unable to form.an opinion.on accounts) 
for one accounts. The compliance -of companies.·. with · the Accounting 
Standards remained deficient as there were 12 instances of non-compliance in 
10 accounts during the year. · 

1.22 Similarly, four working Statutory Corporations
30 

forwarded four 
accounts to us during the year 2014;., 15. Of these, two accounts of two 
Statutory Corporations pertain to sole audit by CAG, which was completed. 
The remaining two accounts were selected for supplementary audit. The Audit 
Report of Statutory Auditors and the sole/ supplementary audit of CAG 
indic;ate that the quality of maintenance of accounts need$ .. to. be· :improved 

29 

30 

For the purpose of CAG comments only those comments actually issued during October 2014 to 
September 2015 have been considered including accounts received in the previous period for which· 
comments w~re issued in the current period. 

Gujarat State Warehousing Corporation, Gujarat State Road Transport Corporation, Gujarat 
Industrial Development Corporation and Gujarat State Financial Corporation. 
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I • -
I 
I 
I 

substantiallyl The details of aggregate money value of comments of Statutory 
I 

Auditors and CAG are given below. 
' I - i -

l . . .. . . . . . 
Tablle :D.J.4: ll:~][llad 1oiJf mHllllt Cl[Jlmmenn11:s l[JIIIIl 11:Ilne accounnn11:s l[Jlf §11:a11:llll1l:l[Jlcy Cl[Jl]r]pll[Jl!f'a11:fil(Jlnns -

I - . 

i' 

1. Decrease in profit 1 

2. Increaselin loss 
3. Non-disclosure of 

material !facts 
4. Errors I 

classification 
of 

I 

1 

1 

1.49 0.00 
120.05 1 20.40 2 

896.59 844.65 2 976.96 

115;73 80.99 1 3.48 

It is observ.bd from the above that the money value objection for non-
1 ' ' -

disclosure of material facts increased from Z 896.59 crore in 2012-13 to 
z 976.96 crote in 2014-15. However, the cases of errors of classification 

I ' - -

decreased fr0m z U5.73 crore in 2012-13 to ~3l48 crore in 2014-15. 
' ' i ' ' ' ' 

I • • - • 

During the year, -one qualified certificate and one unqualified certificate was 
I - --

given by Statutory Auditors in respect of two accounts. While CAG gave 
qualified certificate in two accounts of two Statutory Corporations, which are 

-- - -- - I ' - - - -
under sole audit ofCAG. 

I 

{~e~i)'.~( ____ --
• _: _-- ' ' • i ' ' • ' ' ' -
Perf orman<Ce A'U4dids, and Paragraphs 

' ! - ' ' ' -

:t23 For t~e Report ofCAG ofindia for the year ended 31March2015, two 
performance[ audit reports and eight audit paragraphs contained in thi_s report, 
were issued f to the Additional Chief Secretaries/Principal Secretaries oLthe 
respective Departments with request to furnish replies within six weeks. 
However, r~plies ii:1 respect of both the Performance Audits and five 
compliance audit paragraphs were awaited from State Government (November 

- I - , - -

2015). - i 
I 

I 

I I 

Replies o'U/Jts~anding : 
I -

_I· - ' - -- - - , 

1.241 Th~ R~port of the CAG of India represents the culmination of audit 
scrutiny. H ~s therefore, necessary that they elicit appropriate and timely 
response-from the· executive. As per Rule 7 oftheRules of Procedure (Internal 

- - I - - -

Working) oftCominittee on Public Undertakings.(COPU), Gujarat Legislative 
Assembly, a~l the adl\Ilinistrative departments of SPSUs should submit, wjthin 
three month~ of their presentation to the Legislature, explanatory notes 
indicating th'e corrective/ remedial action taken or proposed to be taken on 
paragraphs af, d perfortnance audits included in the j\.udit Reports. 
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Talbllle 1;15: JE:x]lllfaJID.a11:1onry 1ID1Ill11:es nm11: ll'eceliyei!:ll as IIllJID. 31(]l §e]lll11:emlbe!l' W:Il.5. · 

30 March 2012 
2 April 2013 2' 10 1 3 
25 July 2014 1 13 1 8 

31 March2015 3 9 2 8 

l'otan 8 47 4 w 

From the above, it could be seen that out of 55 Paragraphs/ Performance 
Audits, expfanatory notes to. 24 Paragraphs/ Performance Audits inrespect of 
five31 Departments, which were commented upon, were awaited (September 
2015). 

Discllllssion of AU/l,dit Report§ by COPU 

:n..25 The status as on 30 September 2015 of Performance Audits and 
paragraphs that appeared in Audit Reports (SPSUs) and discussed by 
Committee on Public Undertaking (COPU) was as under. 

'Jfalblle :Il..:Il.6: JRe'VIlews/JP'a1ragiraJlllllnS aJlllJPlieairei!:ll iilll Alllli!:llli11: ReJPllillir11:s vis a ·vis irllliscllllssei!:ll as 
IIllJID. 31[D Se]lll,11:emlbleir 2®15 

2010-11 2 15 0 3 

2011-12 2 10 0 0 

2012-13 1 13 0 0 

2013-14 3 9 0 0 

l'ofan 8 47 ij 3 

Compliance to Reports of COPU 

1.26 Action Taken Notes (ATN) to seven paragraphs pertaining to three 
Reports of the COPU presented to the State Legislature between July 2012 
and March 2015 had not been received (October 2015) as indicated below: 

31 

Tablle :Jl.JL/: CIIllmJlllllfal!ll.ce 11:1Ill COPUReJllllillris 

Agriculture and Cooperation Department, Energy and Petrochemicals Department, Health and 
Family Welfare Department, Industries and Mines Department and Urban Housing and 
Development Department. · 
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These Reports of COPU contained recommendations in respect of paragraphs 
pertaining to three

32 
Departments, which appeared in the Reports of the CAG 

of India for the years 2005-06 to 2009-10. 

It is recommended that the Government may ensure: (a) sending of replies 
to Inspection Reports/ Explanatory Notes/ Draft Paragraphs/ Performance 
audits and A TNs on the recommendation of COPU as p er the prescribed 
time schedule and (b) recovery of loss/ outstanding advances/ overpayments 
within the prescribed period. 

I coverage of this Report 

1.27 This Report contains eight paragraphs and two Performance Audits 
involving financial effect of~ 1,750.85 crore. 

32 
Energy and Petrochemicals Department, Industries and Mines Department and Women and Child 
Development Department. 
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Chapter II 

Performance Audit relating to Government Company 

Gujarat State Petroleum Corporation Limited 

Exploration and Development Activities of Gujarat State Petroleum 
Corporation Limited 

Executive Summary 

Introduction 

Gujarat State Petroleum Corporation Limited (the Compa11y) was i11corporated 011 
29 Ja1111ary 1979. The Compa11y along with its subsidiaries and associates has a presence 
over the entire e11ergy value chai11 spanni11g across a ra11ge of oil a11d gas activities 
comprising oil and gas exploration, developme11t and productio11, gas tradi11g, gas 
transmissio11, gas distribution and power generatio11. The performa11ce audit focused 
primarily on the exploratio11 and developme11t (E&D) activities of tire Company for the 
period 2011-12 to 2014-15. 

Status of blocks held by the Company 

Of tire total 64 blocks held by the Company as on 1April2011, 37 blocks were surrendered 
duri11g the performa11ce audit period a11d the Compa11y had 27 blocks in ha11d as on 
31 March 2015. Of these 11 blocks were u11der E&D a11d 16 blocks were u11der productio11. 

Exploration and Developme11t (E&D) 

The major activity u11der E&D carried out duri11g tire period of tire performa11ce audit was 
tire developme11t of the Deen Dayal West (DDW) area of the KG block. The Field 
Development Pla11 (FDP) for DDW area was approved by the Ma11agement Committee 
(MC) in November 2009 with stipulated date of commercial productio11 from December 
2011. The trial productio11 started ill August 2014 a11d tire commercial productio11 has not 
commenced so far (November 2015). 

Tire FDP for DDW assumed a gas price of US$ 5. 7/MMBTU (Millio11 British Thermal 
U11it) a11d was 11ot viable at the Govemme11t approved gas price formula of 
US$ 4.2/MMBTU prevailing at tire time of submissio11 of FDP. Tire viability of tire FDP 
was furtlrer compromised by the underestimation of costs, 11on-addressi11g of tec/1110/ogica/ 
uncertainties, and deficiencies in project implementation. Tire Company did 1101 address 
properly tire risks associated with cost and tech11ology as stated below which has resulted in 
w1certai11ty regardi11g the future prospects from the block where a11 investme11t of around 
r 19,576 crore had bee11 made as of Marc/1 2015. 

• Against FDP estimates of US$ 547 millio11, tire tender cost for offshore facilities 
was US$ 810 million (48 per cent lrigher). Further, the actual costs incurred were 
US$ 1,058 million. 

• No11 fi11alisatio11 of appropriate drilling tech11ology and unresolved low 
permeability issue led to uncertai11ties regarding commercial productio11. 

• Cost overruns were noticed due to deficiencies i11 contract ma11agement and higher 
drilli11g costs. 

Production 

During 2011-15, the reve11ue from productio11 activity was reduced from r 230.30 crore to 
r 152.51 crore (i.e. by 33. 78 per ce11t) due to reductio11 in prices of Oil a11d reduction in 
production of gas from 119.24 MM3 (million cubic metres) to 50.21 MM3. Hazira block was 
the main gas produci11g block contributing JlO MM1 out of 119.24 MM3 produced in 
2011-12 whiclr declined to 36.9 MM3 in 2014-15. The sale quantity of test gas from KG 
block for 8 months (August 2014 to March 2015) itself was 64.81 MM3 which was more 
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than the combined production of 2014-15 from all producing blocks of the Company 
indicating the significance of the KG block in the Company's portfolio. 

Surrender of bloc:k\ 

Out of the 64 blocks on hand as on 1 April 2011, during the period 2011-15, the Company 
surrendered 37 blocks which included JO overseas and 27 domestic blocks and had written 
off exploration expenditure worth r 2,514.65 crore for 29 su"endered blocks 
(rJ,734.12 crore for overseas blocks and r 780.53 crore for domestic blocks). In the 
remaining eight surrendered blocks the expenditure of r 478.0 7 crore was yet to be written 
off as of March 2015. 

Out of the J 1 overseas blocks held as on I April 20J I, the Company surrendered JO blocks 
(nine operator and one non-operator) during 2011-J5. North Hap 'y and South Diyur blocks 
in Egypt were the major overseas blocks which were surrendered. The delays in execution 
of Minimum Work Programme (MWP) led to huge cost ove"uns in the North Hap '.Y block 
and the Company incurred US$ 263.98 million which was 76 per cent higher than the 
committed expenditure of US$ J 50 million. 

The Company went ahead acquiring overseas blocks during 2006-JO mainly as an operator 
with considerably high participating interests without any prior experience overseas as an 
operator. Further, the delayed execution of the work committed resulted in cost escalations 
in overseas blocks. As a result, the Company had incurred expenditure of r 1, 757.46 crore 
for JO surrendered overseas blocks, of which r J,734. 12 crore has been written off. 

Fi11a11c:ial Positio11 

As on 3J March 2011, the total borrowings of the Company were r 7,126.67 crore which 
/rad increased by 177 per cent to r J9,7J6.27 crore as on 31 March 2015. The Company had 
to rely lreavily on borrowings mainly for activities in the KG block. The total interest burden 
increased from r981. 7J crore in 2011-12 to r 1,804.06 crore in 2014-15. Further, there 
were outstanding dues of r2,329.52 crore not recovered from Joint Venture (JV) partners. 

Mo11itori11g of blocks as a \011-operator 

The Company did not exercise its right to conduct audit of JV accounts periodically and in 
a timely manner in blocks where it was a non operator. Further, in cases where audit was 
conducted, tire Company did not pursue the Audit Reports. 

Recomme11datio11.\ 
• Risks associated witlr cost, technology and price realisation may be properly considered 

wlri/e venturing into exploration and development activities and means of risk 
mitigation such as induction of strategic I financial partners may be timely considered 
wherever necessary. 

• The Company may exercise due caution in venturing into overseas exploration and 
should endeavor timely completion of work committed. 

• The Company needs to ensure that realization from Joint Venture partners are made 
promptly. 

• The monitoring of the blocks where the Company was non-operator needs 
strengthening through non-operator audit and periodic review of the status of activities 
i11 suclr blocks. 

I Introduction 

2.1 Gujarat State Petroleum Corporation Limited 1 (the Company) was 
incorporated on 29 January 1979. The Company along with its subsidiaries 
and associates has a presence over the entire energy value chain spanning 
across a range of oil and gas activities comprising oil and gas exploration, 
development and production, gas trading, gas transmission, gas distribution 
and power generation. The upstream business activities of exploration, 

It was called Gujarat State Petrochemicals Corpora1ion Limited prior to ovember 1994. 
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Segment 

• Revenue 
Net Profit I (Loss) 
Assets 
Liabilities 

1 
/;he contract area 
where exploration 

activities are carried 
out is identified as a 

block. 

Chapter II, Performance Audit relating to Government Company 

development and production (E&P) and midstream activity of gas trading are 
carried out by the Company while its subsidiaries and associates are carrying 
out other midstream and downstream activities. 

The management of the Company is vested with a Board of Directors (BOD) . 
The Managing Director (MD) is the chief executive officer and is assisted by 
13 heads in charge of various departments of the Company. The BOD has 
constituted various committees, viz., Project committee, Audit committee, HR 
Committee, etc., to assist it in performing its duties. 

Segments of the Company 

2.1.1 The Company has three segments of operations viz. , E&P, Gas Trading 
and Wind Power and the financial information related to these segments for 
the period from 20 11-12 to 2014-15 is shown below: 

Table 2.1: Segment Information 

~in crore) 
2011-12 2012-13 2013-14 2014-15 

E&P Gas Wind E&P Gas Wind E&P Gas Wind E&P Gas Wind 
Tradin2 Power Tradin2 Power Tradln2 Power Tradln2 Power 

224. i9 8,204.42 34.59 2i6.14 9,979.23 44.58 i 77.33 i i ,708.92 39.94 i62.86 10,738.07 45 .37 
-266.84 1,247.64 -22.85 -i0.44 i ,339.53 -25.00 -1 ,588.97 i ,745.20 -5.35 -460.65 532.24 37.40 

14,260.36 777.65 312.25 19,442.85 914.49 268.57 22,232.58 787.15 229.05 25,366.71 1,229.20 201.5 1 
10,562.35 629.39 135.32 13,863.83 1,010.61 5.43 16,256.73 722.99 4.32 20,037.72 1,195.12 4.05 

Source: Segment information as provided in the Annual Accounts of the Company 

The major contribution to the revenue and the net profits of the Company was 
from the Gas Trading segment whereas the majority of the Company's assets 
and liabilities were under the E&P segment. Further, during the last four years, 
the Company had incurred capital expenditure of ~ 15,601.43 crore in the 
E&P activities. Thus, in terms of expenditure incurred, the E&P segment was 
the major activity of the Company whereas gas trading was the main revenue 
generating activity of the Company. 

Status of blocks held by the Company 

2.1.2 Up to 31 March 201 1, the Company had acquired 56 domestic blocks 
and 12 overseas blocks. Out of the 56 domestic blocks, the Company had 
acquired 13 blocks during the pre-New Exploration Licensing Policy (NELP) 
phase ( 1994 to 2001) while 43 blocks were acquired by bidding under various 
NELP rounds viz., NELP II to VIII and Coal Bed Methane-II (2002-2011). No 
blocks were acquired during our audit period of 2011-15. Out of the total 68 
blocks acquired by the Company, four had been surrendered (three domestic 
and one overseas) and the Company had 64 blocks in hand at the beginning of 
the period of audit, i.e., on l April 2011. Of the total 64 blocks (50 blocks 
under Exploration & Development and 14 under Production), 37 blocks (36 
from Exploration and one from production) were surrendered2 during the 

Based on analysis of the risks and returns expected from the block and low prospects of the block, 
the JV partners arrive at a conscious decision to surrender a block in the Operating Committee (OC) 
meeting. Thus, we have considered a block as surrendered when the OC approves the proposal for 
surrender of the block. Blocks, wherein the Company had decided to transfer its entire share 
(participating interest), were also considered as surrendered (also discussed subsequently at 
paragraph 2.10). 
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period covered by the performance audit. Further during 2011-15, three more 
blocks became producing blocks. 

The details of blocks as on 31 March 20 15 are shown below: 

Chart 2.1: Status of blocks as on 31 March 2015 

Total blocks as 
on 1 Apnl 201 1 

64 
minus 

Domestic 
Blocks-26 

Operator 
8 

Non-operator 1----' 

18 

Surrendered blocks 
37 

Blocks Held as on 
3 I March 20 15 

27 

Exploration 
7 

Operator 
0 

Development Non-
3 Operator- I 

Producing 
16 

Overseas 
I 

Exploration 
1 

Development 
0 

Producing 
0 

Out of the 1 I blocks under exploration and development, the Company was 
operator in four blocks and non operator in seven blocks. Out of the 
16 producing blocks, the Company was operator in four and non operator in 
12 blocks. 

I Scope of Audit 

2.2 The last performance audit on the functioning of the Company was 
conducted for the period 2006-07 to 2010-11 . The Report was under 
discussion by the Committee on Public Undertakings (November 2015). The 
current performance audit was conducted for the period of2011-12 to 2014-15 
and Audit examined various exploration, development and production 
activities of the Company during this period. Audit also examined the process 
adopted by the Company for surrendering/withdrawing from various blocks. 
Gas Trading and Wind Power segments have not been covered in this 
performance audit. 

2.2.1 Out of 64 blocks with the Company as on l Apri l 2011, Audit selected 
a sample3 of 12 blocks: four each under exploration and development4, 

Based on the information available from Annual Accounts upto 2013- 14. 

KG Offshore (DOW) (Operator), MB-OSN-2005/5, MB-OSN-2005/6 (Mumbai Offshore) ( on­
operator), South Diyur (Egypt) (Operator). 
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production5 and surrender6 for test check. The basis for sample selection was 
as follows: 

Blocks where capital expenditure of more than Z 100 crore each was 
incurred during 2011-14 were selected under exploration and 
development. 

Among producing Mocks, one block each for operated and non-operated 
having highest production of oil and gas; one operated block where 
commercial production commenced in 2013-14 and one bfock where least 
production was done compared to investment made were selected. 

® Among surrendered bfocks, those having highest expenditure were 
selected. 

In cases where the Company was non-operator, the cash call contributions 
(requests/cans for payments towards the expenses Jin the bfock from the 
operator) were examined in c&se of seven blocks where cash call contributions 
of more than Z 50 crore each were made during 2011-14. Out of these, three7 

blocks were already selected under exploration/production and four other 
non-operator blocks8 were selected only for the purpose of verification of cash 
call payments. 

2.3 The performance audit of the Company was conducted with a view to 
ascertain whether: 

© different phases involved in exploration and development activities were 
carried out timely in an efficient manner with due observance of relevant 
rules and regulations; 

0 production was undertaken as planned; 

® 

0 

© 

decisions for surrender of blocks were arrived at after detailed 
study/survey and due procedure was followed for sunender of blocks; 

the Company managed their finances prudently to· ensure fund availability 
when required, raising of funds in a cost..;effective manner and keeping the 
borrowings within desirable limits; and 

the Company safeguarded its financial interests in the blocks where it was 
non-operator. 

2.41 The foUowing audit criteria were adopted for assessing the 
performance of the Company: 

Hazira (Non operator)-Highest production, Tarapur (Operator) Highest production, CB-ONN-
2003/2 (Ankleswar) (Operator), Bhandut (Non operator). 
North Hap'y (Egypt) (Operator), MB-OSN-2004/1 (Operator), MB-OSN-2004/2 (Non Operator), 
KG-DWN-2004/6 (Non Operator). 
MB-OSN-2005/5, MB-OSN-2005/6, Hazira. 
Cambay, CB-ONN-2004/2, KG-DWN-2005/1, MB-OSN-2005/1. · 
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I 
I 

.I 

C!) Compan~'s perspective plans/corporate plan/annual plans; 
! 

New Exploration Licensing Policy- 1999; 
. I • 

Contracts( with consultants for acquisitio~ and interpretation of seisn:;iic 
data, with' Rig operators, other service providers and suppliers; 

. ! 
. I , 

Joint Bid~ing Agreements for E&P blocks; 

Joint Ope~ating Agreements between JV partners; 

® Minl.muJ Work Programme in E&P blocks; 
! .. . 

I 

Production Sharing Contracts (PSC) with Ministry of Petroleum and 
Natural Gas (MoPNG) after successful bid; 

I . 
I . 

Procurem;ent Manual - for procuring services and supplies; and 

Q . Agreemehts with institutions for financing. 
! 

I . 

2.5 The i!nethodology adopted for attaining the audit objectives with 
reference to the audit criteria involved explainingthe audit objectives to the 

·. I . 

top manage~ent through an entry conference, scrutiny/examination of records 
at the_ Head Office, interaction with the audited entity personnel, analysis of 

I . . .· 

data based on audit' criteria, raising of audit queries, discussion of audit 
findings with[ the management, issue of draft performance audit rep6rt to the 
management ,and the .concerned department for comments and holding an exit 
conference with the management to discuss the findings. 

! 
! 

An entry conference was held on 4 M~irch 2015 with the Managing Director 
I I ' ' ' . 

(MD) and of:J;icials of the Company in which the scope, methodology and the 
audit objecti~es were explained. The audit findings were reported (September 
2015) to the jManagement/ Government of Gujarat. An exit conference was 
held on 29 O~tober 2015 with the MD and officials of the Company to discuss 
the draft audit findings. The reply of the Management was received and has 
been conside~ed while finalising the performance audit report. The reply of the 
Government ~s awaited(November 2015). 

I ! 
I 

i 
2.6 Auditi findings have been discussed under the broad headings,. of 

I . • 

exploration 31nd development; production; surrender of blocks; finance; and 
monitoring of activities by the Company in non-operator .blocks. A glossary of 
the technicalj terms .used in the performance audit report is provided in 
Auuu!xm·e 3. : · 

. i 
The audit observations on the selected blocks have been discussed block-wise 

i . I 

under sections for Exploration and Development, Production and Surrender of 
I ' 

blocks. As on 31March2015, out of four selected blocks under Exploration 
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and Development, three selected blocks9 were surrendereq · ~hich have now 
been covered under the section Surrender of Blocks. 

2.7 Once a domestic or overseas block is awarded to a contractor, a 
Production.Sharing Contract (PSC) is entered into in case of domestic blocks 
and a Concession Agreement (CA) in case of overseas blocks .. These. 
agreements create the right to exploration for a contractor besides defining the 
rights and obligations of the parties to the agreement. The details of various 
stages involved in exploration and development are given in Amnexu4re 4. 

2.7.1 During the period 2011-15, out of 50 blocks (as on 1 April .20J 1) under 
exploration and development phase, three domestic blocks started coinmercial 
production10 whereas 36 blocks were surrendered. As on 31Match2015,.the · 
Company had 11 blocks (10 domestic and 1 overseas) under exploration and 
development phase.· 

During the period from 2011-12 to 2014-15, the total investment in the 
50 blocks on exploration and development was~ 15,601.43 crore. Out of this 
the major investment of~ 12,249.06 crore was for the KG-OSN-2001/3 (KG) 
block which was selected for test check under Exploration and Development· 

2.8 The KG-OSN-2001/3 block (KG block) was awarded (February 2003) 
to Gujarat State Petroleum Corporation,.Jubilant and-Geo Global Resources 
(GSPC consortium) by the Government of Illdia (Gol) under NELP-III bid 
round. The block covers an area of 1,850 square kilometers. The Production:: 
Sharing Contract (PSC) was signed between the GSPC consortium and Gol on~ 
4 February 2003. The Company is the operator of the block having .80 per cen{ 
participating interest (Pl) whereas Jubilant and Geo Global Resources tGGR)' _ 
have 10 per cent each. The· Minimum Work Programme (MWP) in~orporated> 
in the PSC envisaged drilling of 20 exploratory wells· il1 three phases. 
Although the. Company drilled onJy ... 16 wells,· .Gol declared. MWP __ a~ 
completed in 2008. There were totat nine discoveries in the KG block:· three· 
under south western area (termed Deen Dayal West- DDW) and six in other 
areas of the KG block. 

The Declaration of Commerciality (DOC) for three discoveries 11 of DDW was 
submitted (June 2008) and approved (December 2008) by· the Ma~agenl.erit 
Committee12 (MC) and its Field Development Pfan (FDP) was submitted in 
June 2009. The DOC for the remaining six discoveries 'Yas subsequently 

MB-OSN-2005/5, MB-OSN-2005/6 (Mumbai Offshore) (Non-operator); South Diyur (Egypt) 
(Operator). . · ... 

10 Ankleswar, CB-ONN-2004/1, CB-ONN-2004/2. 
11 

· Discovery wells KG-08, KG-15 and KG-17. 
12 Management Committee is constituted as per the PSC having members nominated by each 

contractor and Government oflndia for overseeing the petroleum operations for each block. 
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proposed (February 2013) and approved 13 (February 2014) by the MC. 
However, the FOP in respect of the six discoveries is yet to be submitted 
(November 2015). 

The DOW FOP was planned as the first phase of the combined development 
of gas from multiple areas in the southern portion of the block. The Company 
had made three other discoveries 14 in adjoining areas by the time FOP for 
DDW was prepared and estimated that production from development of these 
could result in a combined gas production of 400 million standard cubic feet 
per day (mmscfd). The faci li ties envisaged in the FOP were therefore initially 
designed keeping in view the production expected from the development of 
the other di scoveries in the KG block. The FOP for DOW was approved by 
the MC in November 2009. 

The FOP, inter alia, included setting up of offshore well head platform and 
drilling of 11 development wells (in addition to four exploratory wells already 
drilled, which were to be converted to producing wells). The estimated capital 
cost of the FDP was US$ 2,751.04 million ('{ 13,122.46 crore at the rate of 
'{ 47.70/US $prevai ling then). 

As per the approved FDP, the estimated Oi l and Gas In Place (OGIP) was 
1.952 trillion cubic feet (tcf) with a projected cumulative production of 
1.0596 tcf at a recovery rate of 54.3 p er cent. The FDP had proposed 
commencement of commercia l production by March/ April 2012 but the MC 
while approving the FDP stipulated the date for commercial production as 
December 2011 . 

A flow chart explaining the audit observations in brief on the implementation 
of FOP for DOW field of KG block is shown as Chart 2.2. The major audit 
findings on the development of DOW are discussed below: 

Viability of the FDP 

2.8.1 The Company assumed a gas price of US$ 5.7/Million British 
Thermal Units (MMBTU) for the viabi li ty of the project. However, the gas 
price as per the Government approved formula 15 at the time of preparation of 
FOP was US$ 4.20/MMBTU. Audit observed that the FOP recognised that 
the gas price of US$ 4.20/MMBTU showed negative NPV for the project. 
Thus, the FOP was not economically viable at the prevailing approved gas 
price. The viability was dependent on subsequent higher price if obtained 
through Government approval. Thus, Government controlled gas pricing 
mechanism was a very significant factor which was not addressed in the FOP. 

13 Gas in place of 8.392 tri llion cubic fee t (tcf) with recoverable reserve of 1.01 5 tcf ( 12 per cent). 
14 KG 16, KG 22, KG 3 1. 
15 The formula was finalised in respect of RIL-KG D6 with validity for five years from date of 

commencement of first commercial production. Subsequent communications indicated that the 
same gas price was applicable to all NELP contractors. This was a gross price including the royalty 
payable. 
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Chart 2.2: Audit Observations on DDW Development 

w MWP completed in 2008 

Drilled 16 wells and made 9 discoveries . 
' 

Th ree discoveries in DDW area of the block 

FOP submitted in June 2009 for 15 wells (4 
'- exploratory+ 11 development) . 

' 

FDP was not economically viable 

Project NPV negative at prevailing gas price of US$ 4.20/ MM BTU 
whereas FDP shown viable at a higher gas realisation price of 

'-- US$ 5.70/MMBTU 
I 

y Several shortcomings in FDP and it s implementation I 
I 

I i I 
\ 

/ \ Underestimation / \ 
/ ' / 

of FOP costs 

Offshore facilities 
Technolo~ical Risks Deficient 

not ad essed iml!lementation and (comprising 20% 
of total FOP cost) - • Non fina lisation of cost overruns 

underestimated by appropriate drilling iml!airing the 

48% technology viability 

FOP estimate: • Low permeability • Deficient Contract 

US$ 547 million issues unresolved management 

Tender Estimates: (Result: Commercial • Higher drilling 

US$ 810 mi llion production not costs 

Actual cost s: '-, 
commenced) 

US$ 1,058 million '-
'-

(This impacted 
Project Viability) / .. 

/ ' / Overall Conclusions 

• Technical issues continue 
~ 

' ... , • Not clear whether Company 
wou ld be able to produce 
est imated quantity of gas 

• Even if produced, viability or 
complete recovery of 
investment is doubtful 

(Already spent 
US$ 2,834 million against FDP 
estimate of US$ 2,751 nill ion; 
12 wells yet to be completed) 

• Huge borrowings have led to 
stressed finances 

', 
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Missed 
opportunity of 
bringing in a 
new strategic 
partner 

The suggestion in 
BoD meeting 
(July 20 10) on 
inducting a 
strategic partner 
for the 
technologically 
challenging and 
capital intensive 
KG block was not 
acted upon . 

Result: 

• Technological 
issues 
unresolved 

• Commerc ial 
gas production 
not 
commenced 

• Huge 
borrowings and 
interest burden 
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The Management stated (November 20 15) that at the time of preparation of 
FDP it was aware of the Gol pricing policy and the prevai ling rate of 
US $ 4.2/MMBTU but the industry expected gas price deregulation in India 
and increase in global crude and gas prices. The FDP was prepared and 
submitted on the assumption that gas price would be revised upward during 
production phase. The Company was also aware that the PSC prov ided for 
sale at arm ' s length contract and in the price discovery process carried out by 
the Company it received offers above the floor price of US $ 8.50/ MMBTU 
subject to the approval of the Government. 

Audit is of the view that any price formula discovered by the Company was 
subject to the approval of the Government. Further, the gas price fo rmula with 
a base price of US $ 8.50/ MMBTU was not approved by the Gol. 

Audit further observed that the gas pricing policy under NELP was due for 
revision fro m Apri l 201 4. Government of India notified (October 20 14) the 
New Domestic Natural Gas Pricing Guidelines, 2014 appl icable to all 
domestica ll y produced natural gas. The price was to be revised after every s ix 
months based on a weighted average of the prices in USA, Mexico, Canada, 
European Union and Russia. The initial price 16 under the gu idelines 
was US$ 5.05/MMBTU (effect ive from November 20 14) which was revised 
to US $ 4 .66/MMBTU with effect from April 201 5 and aga in rev ised 
to US $ 3.8 1/MMBTU with effect from October 2015. The fact remained that 
prices were below the FDP estimate of US $ 5.70/MMBTU based on which 
the project was considered as financially v iab le. Thus the viabi lity of the 
project even after commercial production of gas is doubtful. 

Further, the viab ility of the proj ect was further stressed due to underestimation 
of costs in the FDP, non-addre sing the technologica l risks in the KG block 
and defi ciencies in the implementation of the project. The same are discussed 
in the subsequent paragraphs. 

Cost Estimates in the FDP and actual expenditure 

2.8.2 As against the capital cost of US $ 2,75 1.04 mi ll ion 
('{ 13,122.46 crore) estimated in the FDP, the cost17 incurred in the block up to 
3 1 March 201 5 was US$ 3,41 8.45 million('{ 17,025 .45 crore including the 
exploration costs). The major components of costs are given below: 

16 Gross gas prices. 
17 Cost of block indicates total expenditure including JV partner share (excluding borrowing costs). 
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'Jfablle 2.2: Compar!sm1 lb>etweellll. lFDJP' estimates amll Act1U1al! costs 1lll][ll fo Mall"dll 2Qllli5 

Process cum Living 
Quarters Platform 375.85 1,975.00 
Subsea Pipe line 160.00 420.45 763.20 . 1,887.66 
Onshore Gas Terminal 304.00 327.12 1,450.08 2,015.65 
Developmerit Drilling 860.00 

(for completion of 
15 wells) 

344.40 
(for 3 completed 

and 4 wells in 
progress) 

4,102.20 
(for completion 

of 15 wells) 

1,979.05 
(for 3 completed 

and '4 wells in 
progress) 

Exploration Costs 
Geology and Geophysics 
(G&G) cost and other costs 
Total (for DDW area) 
Exploration costs (other 

950.00 950.00 

90.04 154.34 
2,751.04 2,833.82 

than DDW) . 584.63 
1lotall (for KG bfoclk) 3,4li8.4l5 

Source: FDP and N Annual accounts for KG block 

Cost of Offshore Facilities 

4,531.50 4,531.50 

429.49 989.11 
B,U2.4l6 14,6411.92 

2,383.53 

2Jt3 The details of FDP estimates of offshore facilities as per parameters 
originally envisaged and actual contract award costs as per subsequent revised 
parameters after change in design of qffshore facilities are given below: 

'Jfablle 2.3: Olflfsllllrnre faclilities -Estimates amll Jlllairnmetern 

Well Head Capacity for gas 
Platform (WHP) production of 200 

mmscfd 
Process cum Capacity for gas 
Living Quarters production of 400 
Platform (PLQP) mmscfd 
Subsea Pipeline 24" pipeline (for 
(SP) gas production up 

to 400 mmscfd) 
1lotall 

387 

160 

547 
Source: Information furnished by the Company 

183 Capacity for . gas 
production of 200 
mmscfd 

627 Capacity for gas 
production of 200 

. mmscfd 

8rn 

20". pipeline (for · 
gas prod11ction up 
to 400 mmscfd) 

233 

. 317 

180 

730 

Audit noticed that the Company had underestimated the costs for the offshore 
facilities as the estimates at the tendering stage for· original design parameters 
were 48 per cent above the FDP estimates. The Company had .to realign the 
qapacities of :i.ts offshore facilities in order to reduce :i.ts costs; Despite revision 
in the design parameters, the contracts were still finally awarded at 33 per cent 
above the FDP estimates. · 

18 r.Atthe rate oH 47.70 prevailing in June 200Q (Submission ofFDP). 
19 Exploration cost of US $ 584.63 million was for appraisal/ exploratory wells in the areas of KG 

block other than DDW. The Company·proposes to submit a separate FDP for these .exploratory 
wells. However, the same is not yet submitted (November 2015). 
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The initial nnderestimation of costs affected· the overall economics of the 
project. The realignn:ient of capacities of the offshore facilities also led.to shift 
in the proposed d,ate of· commercial gas production in DDW from 
March/Apri1l2012 to May/June 2013. · 

I 

The Managbment stated (November 2015) that the level, of engineering 
definition de~ermine~ the level of accuracy of cost estimate of any facihty and 
the cost estimate for'PLQP in the FDP was based only_ on a conceptual stage 
of engineenrtg which resulted in an estimate with a low accuracy level. H was 
stated that ahy. attempt to improve accuracy level by . firming up . engineering 
details woultl have required additional time of at least one year leading to 
delay in the ~ubmission of PDP. Further, the variation between cost under PDP 
and actual dontract award costs· was only seven per cent of FDP estimate 
(US$ 2,75Lb4 million) which would be taken care of by sensitivity analysis. 

I 

I 
H may be mentioned. that the FDP formed the basis for the development of the 
entire projebt and there could not be any trade-off between delay and 
accuracy. T~e comnarison between the FDP estimate and actual award for 
offshore fac,lities b~ing only seven per cent of total FDP estimate does not 
take into acbount the fact that contract award costs are for facilities with 

I , 

reduced par*meters.: The underestimation is evident from the fact that the 
actual cost! incurred for the creation of offshore facilities was 
US$ i,057.96 million (~ 5,126.61 crore) which was 93 per cent higher than 
the FDP estihiates~ · 

I 

I 

Tedlunologi~al risks 'in DDW leadiDYg to Mm:ertotiD'lties 
! ' . 

2.8.41 Th~ DDW, field has High Pressure •High Temperature (HPHT) 
conditions ahd low permeability. A well in HPHT field is characterised by 
high pressure which could reach or exceed 705 kg per cm2 (10,000 pounds per 
square _inch)I ~nd temperatu~e ex?eeding 150° C. Permeabil~ty. determines. the 
ease with wlhch the reservorr flmd can move out or flow w1thm the rock mto 
'the well. I 

i 
I 

The FDP · rJcognised · the HPHT and low permeability characteristics and 
specific uncbrtaintiesregarding permeability of the DDW field. Testing done 
during drJi.Ui~g in four wells (KG-8, KG-17; KG-15 and KG-28) also showed 
low values pf permeability. Production rate is most impacted by reservoir 
permeabilityi and co:i;mectivity. The PDP proposed to address production rate 
by employin1g well bore designs and completion techniques to maximise bore 
contact wit~ the reservoir. The FDP was justified on the assumption that 
proven oper~tional and technological means to develop HPHT reservoirs like 
DDW are r~adily available and that production of 200 mmscfd could be 
achieved .usiµg appropriate drilling and completion techniques. 

I 

The technol~gical uncertainties noticed in Audit are enumerated below:. 
. . i ~ ' ·. . . . 

o The Cortj.pany expected that drilling of slant/ multilateral wells20 would be 
sufficient to resolve the low permeability issue of the field and· obtain the 

I , . 

, ~ I . • ' • . . . , , ' ~ . . 

20 Slant wells I are slanting and multilateral wells involve drilling two or .more wells from a single 
surface location, i.e., commencing as a single well and bifurcated.after reaching a depth. 

I . . 

! 
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targeted production rate. Even -though FDP recognised .that .·hydraulic 
fracturing (HF)21 was a technically feasible option, it was not included in 
the FDP as evaluation of HF don~ in the area was not available at the time 
of preparation ofFDP. 

However, there was uncertainty with respect to the success of the 
multilateral wells as evident fro:rri the fact that the FDP considered usjng 
HF if the multilateral wells failed to meet the targeted production. - · 

I 

c;D Subsequently, based on further studies to solve the low permeability 
problems, the Company awarded (October 2012) contract for carrying out 
HF jobs in six development weHs. HF . was -- initially attempted· 
(August/September 2013) in one; well (DDW D3) and failed to produce 
any result. A study on the failed job indicated (June 2014) that the main 
reason for failure could be the use of inappropriate fracturing fluid. 
Thereafter two wens (DDW D 1 and D2) were completed without 
hydraulic fracturing. __ 

1 
·-

' i ·-, . - • • 

© Despite the basic assumption of availability ,of appropriate technology at 
the time of preparation of FDP, the successive changes in approach for_ 
resolving the issue of low permeability and their outcome indicate that the 
Company.is still not clear on how to obtain the proposed production ,rate 
from the wells. Audit noticed that the Board was apprised (May 2015) that 
the Company had not developed suitable drilling technology during the 
exploration phase and data gathering during the· exploration stage was 
inadequate and these created problems in development operations. 

Audit observed that the trial production from the DDW field colllriienced, in 
August 2014, , but the average production achieved in March 2015 was only 
19.45 mmscfd (total targeted commercial production from DDW is 
200 mmscfd). Commercial production has not commenced (November 2015) 
as production rate has not yet stabilised. 

The Management stated (November 2015) that from the lessons learnt during 
the driUing of exploratory and development wells, changes in design of the 
wen, specifications for casings and. chemicals and completion strategy were 
envisaged. It also stated that by doing HF and multiple wells:there woulcibe 
increase :i.n productivity, increase in reserve at low, cost and thereby the 
complete recovery of investment was certain. 

The fact remains that the technological issues are unresolved as on date 
(November 2015). 

Award of work to a coT11JU'actor nwt tedlrmicaUy qnuaUfied 

2.8.5 For implementation of the FDP for the KG block (DDW), · the 
Company issued (April 2009) tend~r for Platform rigs22 and the Company 
awarded (M~rch 2010) the contract' to Tuff Drill:i.ng (Consortium of Tuff 
Drilling Private Limited and Spartan Offshore Drilling). Audit n?ticed that 

l 

21 Hydraulic fracturing is the process of pumping fluid into a well to improve productivity·in a low 
permeability reservoir. 

22 Rig to be fixed.and operated from the Well.Head Platform. 
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Tuff Drilling had not designed, engineered or constructed a modular platform 
rig on its own. Further, on the clarifi cation sought by the Company while 
evaluating the bid documents, Tuff Drilling replied that their subcontractor 
had relevant experience, which was accepted by the Company despite the 
tender condition for considering the experience of individual consortium 
members in case of Special Purpose Vehicle or joint venture companies. Thus, 
Audit is of the view that the technical qualification of Tuff Drilling was not 
according to the tender conditions. 

Further, Audit observed that the well head platform from which the platform 
rig was to operate was expected to be ready for drilling (RFD) by March 2011 
and the rig was to be mobilized by that time. As Tuff failed to mobilize the rig 
by the stipulated time (February 2011 ), the Company awarded (April 2011 ) 
the work to Nabors Drilling International (L-2 of the tender) and their rig was 
mobilized by February 2012. As the Well Head Platform was RFD by 
May 2011 , the Company had to deploy a costlier Jack-Up rig for drilling the 
development wells during the period September 2011 to January 201 2, which 
resulted in an additional expenditure of US $ 6.8 12 million ~ 34.20 crore at 
the average rate of~ 50.20/US $). 

The Management stated (November 201 5) that the technical qualification was 
based on the experience of Spartan Offshore Drilling (SOD), a Consortium 
partner in designing, constructing and operating offshore rigs and that of the 
members of its senior management in modular rig construction. It was also 
considered that the Consortium had constructed eight rigs and that the 
Consortium gave the option of buying back the rig at a reduced price. 

However, Audit is of the opinion that the tender conditions stipulated 
experience in both operating offshore rigs and building and operating offshore 
modular platform rigs. Neither of the Consortium partners had experi ence in 
designing, constructing and operating modular platform rig. The experience of 
individual members of senior management was not a consideration relevant to 
the tender and the eight rigs constructed by the Consortium as stated above 
were by a subcontractor and not a Consortium member. 

A voidable expenditure in offshore facilities 

2.8.6 The actual cost of constructing a Subsea Pipeline increased from 
US$ 160 mill ion (~ 763.20 crore) to US $ 420.45 million ~ 1,887.66 crore) 
mainly on account of avoidable payment of standby charges of ~ 541 .68 crore 
to the contractor as the Company did not obtain the required forest/wildlife 
clearance. This was already reported as Paragraph no. 3.6 of Audit Report 
(PSUs)-Government of Gujarat for the year ended on 31 March 2014. 

Audit further noticed that as the Company did not obtain the above 
forest/wildlife clearance, the pipeline laying schedule at PLQP location got 
shifted (December 2012 to March/April 201 3). As a result, the barges of 
WHP-PLQP work had to be kept on standby dur ing March- April 201 3 in 
order to make the work fro nt avai lable for Subsea Pipeline work. The 
Company thus had to make payment of standby charges of US $ I 1.1 2 mill ion 
(~ 68.32 crore) in respect of the WHP-PLPQ contract. 
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Cost overruns in drilling development wells 

2.8.7 As per the FOP, the total estimated cost for 15 wells was 
US$ 860 million . The FDP envisaged meeting the requirement of 15 wells 
through completion of four existing wells (estimated cost US$ 70 million), 
drilling of three wells using jack up rig (estimated cost US$ 270 mi llion) and 
balance eight wells by platform rig (estimated cost US$ 520 mi ll ion). As per 
the FDP, six wells23 had to be completed by the time of commencement of 
production. 

Audi t observed that the Company could not re-enter and complete any of the 
existing well s on account of drilling complications. Two development wells 
(DDW Dl and 0 3) were completed in June 2014 and test production 
commenced in August 2014. Drilling of one more well (D2) was completed 
and put under test production in September 2014. The three wells were 
completed at a cost of US$ 294.59 million which was nine per cent higher 
than well drilling costs under FDP. The drilling of four wells was in progress 
(August 20 15). 

The Management stated (November 2015) that the costs overrun was due to 
unplanned Drill Stem Testing (DST) and non-productive time on account of 
multiple tool failure, s ide track, completion problems and others. 

However, the fact remains that all the 15 wells were to be completed by June 
2015 as per the FOP, against which only three wells had been completed 
(November 20 15). ln view of the technological issues, the overa ll cost overrun 
in drilling would emerge only on completion of all the wells. 

Present Status 

2.8.8 The test production of gas in DDW commenced in three well s 
(August/ September 2014) and the commercial production has not been started 
due to non stab ilisation of production. The Company sold the test gas to 
Gujarat Narmada Va lley Fertilizers and Chemicals Ltd. 

As of March 2015, the Company had already spent US$ 2,833.82 million 
({ 14,641.92 crore) fo r development of DDW area as aga inst the FOP estimate 
of US$ 2,75 1.04 million(~ 13,122.46 crore). As per the requirement of the 
FDP, twelve more development wells24 are yet to be completed which would 
further escalate the project cost. 

Overall conclusions 0 11 development in the KG block 

2.8.9 The DDW is still under test production of gas (November 2015) as 
against the MC stipulated date of December 2011 for commencement of 
commercial production. Audit noticed that the Company did not adequately 
evolve the techno logy for obtaining the required production rate from the 
DDW fie ld at the time of exploration and uncertainties regarding technology 
were stil l unresolved. 

23 Completion of three out of four existing wells and three development wells. 
24 Four wells D4 to D7 in progress. 
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After the revision of gas pricing under the New Domestic Natural Gas Pricing 
Guidelines 20 14, the financial viabi li ty of the project after commercial 
production remains doubtful as per the prevailing market scenario. 

The Company had discussed the issue of going for a strategic partner in 
July 2010. However, no action was taken on thjs at an appropriate time. The 
Board belated ly constituted (May 2015) a Committee of Directors for 
exploring strategic options with regard to KG block like farm ing out 
Participating Interest, identifying strategic partner, financial partner etc., in 
view of the heavy fi nancial burden resulting from the KG block. The Board of 
Directors on recommendations of the Committee decided (July 20 15) to 
incorporate a Special Purpose Vehicle as subsidiary of the Company for 
hiving off KG block and it was also decided to simultaneously pursue the 
option of direct acquisition of Participating Interest in the block by a strategic 
investor. 

The Company did not address properly the risks associated with cost, 
technology and gas pricing. This has resulted in uncertainty regarding the 
future prospects from the KG block where an investment of around 
~ 19,576 crore25 was made as of March 2015. The development costs incurred 
in the block also resulted in increased borrowings and stressed finances for the 
Company. 

The Management stated (November 2015) that the Company had initiated to 
get strategic partner with National/ International E&P majors for technical 
alliances and financial support and as a prerequisite an international consultant 
was engaged to estimate the gas and condensate in place and recoverable 
reserve for valuation of asset. 

I Production 

2.9 Production activities include all the operations conducted for the 
purpose of producing petro leum or related products after the commencement 
of commercial production. 

As on l April 201 1, the Company had a total of 14 producing blocks. During 
the period 20 11-1 5, the Company started production from three blocks26 

whereas one producing block (Sabarmati) was surrendered on account of 
negative cash flow. As on 31 March 20 15, the Company had 16 blocks under 
production. 

Proved and Probable (2P) reserves 

2.9.1 Proved reserves of petroleum are reserves which on the basis of 
available evidence are virtually certain to be technically and economically 
producible (i.e. having a better than 90 per cent chance of being produced) and 
probable reserves are those which are not yet proven but which are estimated 

25 Approximately 80 per cent of '{ 17,025 crore plus '{ 5,971 crore borrowing costs 
capitalised for KG block. 

26 20 13- 14: Ankleshwar, 201 4-1 5: CB-ONN-2004/1 and CB-ONN-2004/2. 
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to have a better than 50 per cent chance ofbeingtechnicaUyand economically 
producible. The Company included in its annual accounts, the details of the 
proved and probable reserves of those blocks which have commenced 
commercial production. 

·Talbille 2.41: lP'iroved annidl P1rnlbialbille ireseirves of tllne Commpanny 

===== 'dHnti""'fr =~======= 

Oiil (Jinn lllllllim.ollll MT) 

Source: The Company's Annual Accounts 

As given in the table above, the 2P reserves of the Company as .. on 
31 March 2015 were 1.3 8 million MT of Oil and 257.92 minion cubic metres 
(MM3

) of Gas. As per the approved FDP (November 2009), DDW area of KG 
offshore block had an estimated recoverable gas reserve of 1.0596 tcf 
(30,004 MM3

). The estimated reser\re is approximately 116 times of the 
existing gas reserves of the Compal).y. However.the commercial production 
from the block could not be started (November 2015) as already mentioned at 
paragraph 2.8.4 lund 2.8.9.above. 

Performauu:e of gas and oil prodU11,dng blocks 

2.9.2 The year wise details of production, cost of production, revenue and, 
profit/loss ar.e given in the table below:-

Talbille 2.5: Revemme annd piroms from ·piroid!und.nng lbilloclks (ComJPlanny's sllnaire) · · 

Production (Qty) oil in MMT/Gas in MM 
Total sales(~ in crore) 
Total production expenditure (includes 157.22 176.80 157.29 150.48 
duties and taxes, depletion cost and others) 
(~in crore) 
Profit (without reckoning interest and 73.08 43.76 31.81 2.03 
finance charges) ~·in crore) 

Source: The Company's Annual Accounts 

During 2011-'15, the revenue from production activity was reduced ·from 
~ 230.30 crore to Z 152.51 crore (i.e~ by 33.78 per cent) due to reduction in· 
prices of Oil and reduction in production of gas from 119.24 MM3 to 
50.21 MM3

. H~zira block was the main gas producing block contributi.rig 
110 MM3 out of 119.24 Mly.r3 produced in 2011-12 which declined to 
36.9 MM3 in 2014-15. The reduced gas production from Hazira block during 
the period was due to the natural and gradual decline of reserves and 
productivity. 

Audit noticed that the sale quantity of test gas from KG block for 8 months· 
(August 2014 to March 2015) itself was 64.8i MM3 which was more than the 
combined production of 2014-15 from aH producing blocks of the Company 
indicating the significance of the KG block in the Company' sportfolio. · 
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Planned and actual production 

2.9.3 Audit selected four producing blocks27 (02 operator and 02 non­
operator blocks) for test check. The planned and actual production in these 
blocks (including JV partners share) was as under:-

Table 2.6: Production of selected producing blocks during 2011-15 

SI 
Name of the block 

Gas (in million SCM) 
No Plan 
I Hazira 
2 Bhandut 
3 Tarapur 
4 Ankleshwar 

Total 
SCM - Standard Cubic Metre , bbls - Barrel s 
Source: Information furnished by the Company 

351.61 
3.30 

27.02 
0.09 

382.02 

Actua l 
425.65 

0.00 
19.65 
0.08 

445.38 

OiJ (in bbls) 
Plan Actual 

3,09,9 11 3,83, 11 8 
2,538 1,466 

1,67,888 1, 18,34 1 
17,500 13,292 

4.97 837 5.16 2 17 

The planned production for gas and oil was achieved in the Hazira block. In 
Bhandut block, the planned gas production could not be achieved due to delay 
in commencement of production and the oil production had ceased from 
October 2011 . In Tarapur block, the reasons for non achievement of planned 
production of oil and gas were delay in installation of Sucker Rod Pump 
(SRP) units and their frequent fai lures and absence of potential gas buyer in 
nearby area. In Ankleshwar block, the planned production for gas was almost 
achieved and the main reasons for non achievement of planned production for 
oil in this block were non continuous flow on account of reservoir property 
and delay in installation of artificial lifting despite specific provision in the 
Field Development Plan. 

I Surrender of Blocks 

2.10 If the Company during the exploration phase does not meet with any 
success in discovery of oil and gas, then the JV partners for the respecti ve 
block can surrender (or relinquish) the block under the provisions of the 
respective PSC I CA. Based on an analysis of the ri sks and returns expected 
and low prospects of the block, the JV partners arrive at a conscious decision 
to surrender a block in the Operating Committee (OC) meeting which is 
forwarded to the Management Committee (MC) or any other regulatory 
committee of the respective block for further approval. Subsequently, the 
Government approves the surrender I relinquishment of the block. Further, 
decisions, if any, of the Company to transfer its entire participating interests 
(PI) in the blocks to other JV partners are approved by OC resolutions. Thus, 
we have considered a block as surrendered when the OC approves the 
proposal for surrender of a block or the decision of the Company for transfer 
of Pl has been taken. 

Status of Surrender of blocks 

2.10.1 Out of the 64 blocks on hand as on l April 2011, during the period 
20 I 1- 15, the Company surrendered 37 blocks which included 10 overseas and 
27 domestic blocks and had written off exploration expenditure worth 

27 Operator: Ankleshwar and Tarapur, Non-operator: Hazira and Bhandut. 
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{ 2,514.65 crore for 29 surrendered blocks ({ 1,734.12 crore for overseas 
Mocks and { 780.53 crore for domestic blocks). Audit observed that as per OC 
resolutions and information from N accounts, in respect of remaining eight 
blocks28

, the decision for surrender was made, but the Company was yet to 
write off the expenditure of { 478.07. crore for these blocks as of March 2015 
({ 454. 73 crore for seven domestic blocks and { 23 .34 crore for one overseas 
block in Indonesia). 

2.U The Company had 53 domestic blocks (nine operator and 44 non­
operator) on hand as on 1April2011. Out of these, during the period 2011-15, 
the Company had surrendered 27 blocks (one operator and 26 non-operator). 

Review of five test-checked blocks29 revealed that an these were surrendered 
after the completion of MWP as there were no commercial· discoveries. We 
observed that there were defaYs in completion of MWPs and the MWPs were 
completed after an extension ranging from nine to 14 months. 

2.112 The overseas blocks surrendered during 2011-15 are as follows: 

'JI'albille 2.7: lExJ!llennidlntunlt"e iinnc1U1neidl iinn s1U1nennidlelt"e«!l ovelt"seas bfoclks 1ll!Jlll fo M~uclbt W:ll.5 

'N 

1,690.51 
80* 09-03-08 Aug-14 \'es 150 263.98 1,273.74 
80* 09-03-08 Feb-14 \'es 45 45.55 296.68 

South Gulf of Suez 60 08-04-10 Jan-15 No 22 2.72 99.06 
South Sinai 50 Not signed BoD NA 29 NA 10.46 
South Quseir 50 Not signed Decision NA 35 NA 10.57 

A ril 2013 
Yemen Re ion 43.07 
Block- 19 45 17-03-09 No 16 6.46 16.08 

Block- 28 45 17-03-09 Feb-13 No 13 6.33 15.81 
Block- 57 45 17-03-09 No 13 5.97 11.18 

. 23.34 
50.5 13-11-08 . Nov-14 No 7.5 6.06 23.34 

0.54 
8.4 28-08-06 Se -12 \'es AUD 23.5 AUD 29.28 0.54 

Total ex emllitu1ure :Il.,757.46 
'fotall ex ennditu1.1re writtenn cfl!' :Il.,734.:Il.2 

*including 30 per cent PI of Geo Global Resources (GGR) taken over by Company 
Source: Information provided by Company 

As can be seen from the table above, nine blocks in which the Company was 
operator in Egypt, Yemen and Indonesia were surrendered durmg the period of 

28 

29 

Sabarmati, CY-DWN-2004/3, CY-PR-DWN~2004/1, MB~OSN-2005/5, MB-OSN-2005/6, CB­
ONN-2005/10, AA-ONN-2003/1 and South East Tungkal-indonesia. 
Operatrnr: MB-OSN-2004h; Nonu Operator: MB-OSN-2004/2, KG-DWN-2004/6, MB-OSN-
2005/5, MB-OSN-2005/6. . . . 

35 



Audit Report (PSUs)for the year ended 31March2015- Report No. 1 o/2016 

audit while in Australia one block (W A-388-P) in which the Company was 
non-operator was surrendered. 

2.12.1 Out of the 10 overseas blocks surrendered during 2011-15, three 
blocks30 were surrendered due to the deteriorating law and order situation in 
Yemen and five blocks31 were surrendered due to higher exploration costs 
which made the blocks commercially unviable for exploration. The total 
expenditure incurred for these eight blocks was~ 187.04 crore. Besides these, 
the major expenditure ~ 1570.42 crore) was incurred in North Hap ' y and 
South Diyur blocks of Egypt which are discussed in the succeeding 
paragraphs. 

North Hap'y Block 

2.12.2 The Company and its JV partners32 had signed (March 2008) 
Concession Agreement (CA) for the North Hap 'y Block with a minimum 
work programme (MWP) involving financial commitment of US$ 150 million 
~ 603.45 crore at the rate of~ 40.23/US $ prevailing on signing of CA). The 
Company completed (October 2012) the MWP for the block with a delay of 
seven months against scheduled date of completion of March 2012 as per the 
CA. Further, as the di scoveries were found to be not commercially viable the 
Company finally decided (November 2013) to surrender the block. 

The following was observed as regards the various stages of implementation 
oftheMWP. 

JD seismic data processing 

2.12.2.1 The Company planned to complete 3D seismic data processing by 
December 200933 in order to complete the data interpretation and commence 
the drilling activity from September 2010 as per MWP. The due date of 
completion of data processing was subsequently shifted to September 2010 
due to change in the method of processing of data. However, the work was 
actually completed in February 2011. 

The availability of processed 3D seismic data was essential for further 
interpretation work and finalisation of exploration strategy. The delay in 
processing of 3D seismic data led to an overall shift in the schedule for 
commencement of drilling as the exploration strategy could not be finalised. 
As a result, the initial tender invited (August 2009) for hiring of rigs for the 
drilling activity had to be cancelled (January 2010). 

The Management stated (November 2015) that the processed 3D seismic data 
was provided to 3D interpretation consultant in a phased manner from 
September 2010 to February 2011 in order to avoid any further delay in 
drilling plans. 

30 Yemen Region: (i) Block 19, (ii) Block 28, (iii) Block 57. 
3 1 Egypt Region: (i) South Gulf of Suez, (ii) South Sinai, (iii) South Qusier, 

Australia Region: (iv) WA-388P Block, Indonesia Region: (v) South East Tungkal. 
32 N partners for North Hap'y Block - (i) GSPC (Operator) (ii) GGR (iii) Alkor Petro. 
33 Date of completion as per original work order to COG Veritas. 
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The reply does not appear to be convincing as despite providing the processed 
data in phases, the interpretation could be completed only in May 2011 due to 
non availability of the complete processed data leading to overall delay in 
commencement of drilling operations. 

Commencement of drilling 

2.12.2.2 After cancellation of the original tender for drilling rig, the Company 
invited a second tender in July 2010. However, due to delay in 3D data API, 
the drilling prospects were not identified and the drilling schedule was again 
shifted to August 20 11. The rescheduling was not accepted by the bidder 
which resulted in cancellation of the second tender. In view of the exigency of 
the need for timely completion of MWP, the work was finally awarded 
(July 20 11 ) at an estimated cost of US$ 89.55 million as against the original 
estimated cost of US$ 68.04 million. 

The delay in 3D API activities and consequential delay in drilling activities led 
to shift in drilling commencement schedule from Apri l 20 11 to December 
2011 which resulted in cost overruns in view of additional expenditure worth 
(estimated) US$ 21.51 million34 (~ 90.85 crore) being the difference in the 
estimated costs for hiring of rigs during second tender and the actual rig 
contract costs. 

The Management stated (November 20 15) that the second tender in July 20 10 
for hiring of ri gs was with an intention to commence drilling in April 2011. As 
the contracts for materials related to drilling rig were awarded during 
February/March 2011 and its de livery was not expected before July 2011 , the 
Company had revised its drilling commencement schedule to July/ August 
20 11 which was not acceptable to the bidder. As the drillable prospects would 
not be ready by March 201 1, the hiring of rig would have led to huge standby 
costs. 

lt may be mentioned that the delay in finalisation of drilling prospects was 
attributable to the delayed execution of 30 data API work by the Company as 
explained in paragraph 2.12.2.1 . 

Drilling operations - Cost overruns 

2.12.2.3 For drilling five exploratory wel ls, the Company had estimated 
cost ofUS $ 141.62 million with a period of 176.8 days. However, the actual 
drilling along with associated acti vities was conducted in 297. 7 days which led 
to total cost of US$ 192.58 mi llion. 

There were delays in drill ing operations due to problems related to breakdown 
and repairs of Blow Out Preventer Equipment on Rigs. This along with the 
testing carried in one exploratory well led to the increase in the drilling 
campaign time and the drilling activity under MWP was completed only in 
October 2012. 

34 US $ 89.55 million ('{ 397.5 1 crorc at the prevailing rate of '{ 44.39/US $)less US$ 68.04 million 
('{ 306.66 crorc at the rate of '{ 45.07/US $ prevai ling in December 2010 during commercial bid 
opening). 
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Financial implications due to time and cost overruns 

2.12.2.4 Audit observed that the delays in execution of MWP led to huge 
cost overruns and the Company incurred US $ 263.98 million which was 
76 per cent higher than the committed expenditure of US $ 150 million. 

The Management stated (November 201 5) that the cost overrun was mainly 
due to escalations in the prevailing market rate of all services relating to 
drilling activities including drilling rigs during award of contracts. Further, the 
unrest/ revolution in Egypt completely disrupted the drilling schedule deadline 
of April 2011 and the unstable Government and disruptions in the post 
revolution period affected the project planning and execution. 

However, Audit is of the view that the market related cost escalations resulting 
from time overruns were due to avoidable delays and non synchronisation of 
activities in the implementation of the MWP. Further, the shift in drill ing 
commencement from original September 2010 (under MWP) to December 
2011 (when drilling actually commenced) was mainly on account of delay in 
finali sation of drilling prospects. 

South Diyur block 

2.12.3 The Company and its N partners35 executed (March 2008) a 
Concess ion Agreement (CA) with Egyptian authorities for the block with 
exploration phase I of four years which was extended up to February 2014 due 
to force maj eure. The Company completed the MWP in October 2013 and 
decided to call off the campaign in the block in view of negative results in 
exploratory wells. The Company finally surrendered (February 2014) the 
block. 

As per the CA, the contractor (the Company) bad to spend a committed 
amount of US$ 45 million in exploration phase-I along with completing the 
MWP. If the expenditure at the end of exploration phase was less 
than US $ 45 million ~ 181.04 crore at the rate of { 40.23/US $ on signing of 
CA); such sum of defic iency was to be paid to GANOPE36 (regulator). 

Audit noticed the fo llowing regarding implementation of exploration 
operations in the block: 

• The Company had incurred expenditure of US $ 40.29 million up to 
February 2014 which was claimed (April 2014) from the regulator. The 
regulator forfeited an amount of US $ 10.36 million ({ 63 .90 crore at the 
prevailing rate of { 6 1.68/US $) from the Bank Guarantee (BG) furnished 
for the block. This included US $ 4. 71 million towards the shortfall in the 
committed amount and US$ 5.65 million ~ 34.85 crore) towards 
disallowances due to non adherence to procedural requirements and 
technical assessments of the regulator. 

35 JV partners for South Diyur Block - (i) GSPC (Operator) (i i) GGR (iii) Alkor Petro. 
36 Ganoub El Wadi Holding Petroleum Company. 
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o The total expenditure incurred. on the block was US$ 45.55 million 
(Z 233.58 crore at the average rate of Z 51.28/US $ from March 2008 to 
Decembet~014) up to December 2014. The difference between the 
expendifure ·. claimed (US·$ 40.29 million).· and ·expenditure incurred 
(US$ 45.55 milliion) 'was mainly on account of loss of US$ 3.29 million 
CZ 19.77 crore at the rate ofZ 60.08/US $during June 2014 when materials 

·were ·sold)· incurred on the' d1sposal of excess material procured by the 
Company due toe deficient planning. · · · 

The Management stated· (November2015) that purchase orders for ·an major 
materials wer~· issued prior to rig contract to ensure availability of materials 
and to avoid standby charges of rig on waiting for materials.It was also stated 
that materials were left over from the drilled wens due . to encountering of 
basement at shaUow depths: · · · 

It may be mentioned that had the procurement'of materials been done, in a 
phas~d nianner expenditure'pfr.excess material could have been avoided. 

I)"• 

OveraJlconclusimms 0011 over~'-1!'1.s !blocks 
·;· 

.c· 

2.12.4 Audit observed. that the Company went ahead acquiring overseas 
blocks during 2006-10 mainly as, an operator. with considerably high 
participating interests without any prior experience as -ari overseas .. operator. 
The Company had (March 2006) eight producing blocks37 w~th' rela~ively 
smaller reserves of whiCh the Company was the operator only in :one bl<)ck. 
Thus, -- the·-- Company. had a limited experience as a -successfu( operator_ of 
petroleum blocks even in -the domestic arena. The debryed. exedutfon of. the· 
work committed resulted in cost escalations in overseas blocks: Fiirther; the 
Company had to _face difficulties under the strict regulatory. environment' in 

. overseas which led to disallowance- of expenditure incurred by it and -legal 
difficulties. This was further compounded by international events like unrest 
in Yemen: The total expenditure incurred for th.e · H) surr_endered' overseas 
bfocks was z 1,757.46 crore, of which z 1,734.12 crore has been written off .. 

Fimmcfotl Positio011 cmd worki011g results 

2.B The segment information of the Company (referred to at pa:nagraph 
2.1.1) showed the segment-wise revenue, profit/loss and the segment-wise 
assets and liabilities. The overall financial position and working results of the 
Company for the period 2010-15 are tabulated below: . . 

37 Nrnrn Operntoll": Hazira, Bhandut, Cambay, Sabarmati, Asjol, North Balo!, Palej. 
Opel!"atoll": Unawa. · ' 
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(~ ].im ciro ire) 
Ii~ ·\:' ;;;~~~~!.'i"lP'a - ,,. , . '' "'' 2:;~ ··'" &a..JL R'!.a ')Ll!f?['.':c;i'.i. : :Z· ·1i\•~~o:Jlo1:JlT I ~ 11 .. 1~:\f~f!!:'11 ~::i~20lZ~1~l i\~!~ 20l3~t~1 1;•;:;0~'.i.qj/Jt~;;.15 

Shareholders' iFunds (Capital) 4,222.84 4,832.72 6,472.43 7,170.92 7,417.52 
Long Term Borrowings 4,146.35 5,933.83 11,151.83 12,293.88 14,350.87 
Short Term Borrowings• 2,980.32 3,790.01 2,748.82 3,704.06 5,365.40 
Other Liabilities 1,140.94 1,856.90 1,654.49 1,705.46 2,087.85 
'll'ofail I :Il.2,490.45 ].6,413.46 22,027.57 24,874.32 29,22]..64 ! 

Net iFixed Ass,ets and CWIP 10,217.87 13,268.51 18,047.29 20;426.55 22,870.16 
Other Assets I 2,272.58 3,144.95 3,980.28 4,447.77 6,351.48 i 

'll'ofail I U,490.45 ].6,413.46 22,027.57 24,874.32 29,22Ui4 
Source: Annu~l Accounts of the Company 

. I . 
! 1 'Jfalblle 2.9: lFlillllallllcfail peirform~mce foir fast five yeairs 

I 
I ~ ii1m ciroire) 

•. ·r·~~·~·!S1~ A·.;;~.,. •"lirsY~'~;;c~/ ,., ,, +·~ "lill.;~:11•: 
. ~ ·•\i~f:'J'~urn•,r;-'n 1 . : ; ,;·:201i2~:r3; ~··~r;,2o:Jl3~1~· ~~1.:2[D14f15· 

'll'ofail JI1mcome~ 4,805.99 8,534.80 n o,303. 79 U,037 .82 H,037.90 
iFinancial Cost 41.74 62.97 93.37 33.82 51.03 
Exploration Cbst written off 62.96 339.35 51.60 1,610.69 513.03 
Other expens~s (incl. adjustments) 4,298.07 7,190.93 8,91L68 10,296.30 10,442.13 
'll'ofail ExlJ}eims~s ' 41,402.77 7,593.25 9,056.65 U,9410.81 H,006J.9 
Pirom lbiefoire :fax 4103.22 941.55 1,2417.].41 97.0]. 31.71 
Tax expenses 1& related expenses 80.27 333.81 400.57 61.52 8.01 
lP'irofnt foir tniiel ]llleiri.od 322.95 607.741 846.57 35.49 23.70 
Other Parameters 
Earnings Befdre Interest & Tax 444.96 1,004.52 1,340.51 130.83 82.74 
Borrowing Cdsts Capitalised ' 589.74 918.74 1,136.24 1,504.20 1,753.03 
Total Interest Costs 

' 
631.53 981.71 1,229.61 1,538.02 1,804.06 

Source: Amiual Accounts of the Company 
I , 

"The net profit of the Company reduced drastically in 2013-14 and 2014-15 as 
the Company had to write off exploration expenditure w.orth { 1,610.69 crore 
and· f·s p .©3 crore ·respectively in view of the surrender of various E&P · 

r -~- ' I 

blocks. I 

I 

I 

Huge bon·~will1lgs a~d i!l1lcreased imiterest burde!l1l 
i . . 

2.13.1 .• A~ on 31;March2011 the total borrowings of the Company were 
{ 7,126.67 9rore w~ich had increased by 177 per cent to { 19,716.27 crore as 
on 31 March 2015. : The details ·of the borrowings of the Company and the 

. resultant inferest costs during 2011-15 are depicted in the chart below: 

I 
I 
I 
I 
I 

·1 
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Chart 2.3: Borrowings and Inter est Cost during 2011-15 ~in crore) 

19,716.27 

2010-11 2011-12 2012-13 2013-14 2014-15 

• Total Borrowings • Total Interest Costs 

Audit observed that as a result of debt restructuring and raising long term 
borrowings using different long term debt instruments the Company was 
successful in reducing the average interest cost for borrowings from 
1 l.65percent during 20 11-12 to 10. lO percent during 20 14- 15. However, 
due to overall increase in the borrowings, the total interest burden had 
increased over the four year period from ~ 981.71 crore in 20 11 - 12 to 
~ 1,804.06 crore in 2014-15. Of this, the major portion of borrowings was to 
finance the KG Block development activities. 

Finances relating to KG block development 

2.13.2 As the KG block had not yet (August 2015) started commercial 
production, the interest costs allocable to KG block worth ~ 1,6 16.42 crore for 
the year 2014-15 were capita lised to the KG block in the books of accounts. ln 
the event of start of commercial production during 2015-16, the entire interest 
relating to KG block wou ld be charged to profit and loss (P&L) account. The 
preliminary estimates in the budget fo r the year 201 5- 16 indicate that the 
revenue from KG block might not be suffic ient to meet the interest service 
obligations. Hence, considering the quantum of borrowings and associated 
interest costs for the Company, adequate and sustained production of gas from 
KG block would be required in future to sustain the financial position of the 
Company. 

The Company on realizing the cost, technological and price related risks could 
have reduced their interest burden through greater equity in fusion or seeking a 
financia l partner. 

The Management stated (November 201 5) that the project revenue stream 
curve was similar to project life cycle wherein in the initial years of operations 
revenue grows ti ll it reaches the peak. Thus, when the Company declares the 
commercia l operation of KG DDW the initial revenue might not meet the debt 
servicing requirement; but once revenue stream reaches peak there would be 
sufficient margin to improve overall project fi nancials. 

Audit is of the view that project revenue stream curve reaching the peak was 
contingent on the production reaching the peak and as per FDP the peak 
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production was to start from third year after commencement of commercial 
production. However, till date (November 2015) the Company has not 
declared commercial commissioning. Further, the increased costs will also 
have a bearing on the profitabi lity through higher depreciation and interest 
costs. 

Receipt of dues from Joint Venture (JV) partners in operated blocks 

2.13.3 As per the accounting procedure indicated in the Joint Operating 
Agreements (JOA) between JV partners, the operator shall rai se funds for 
E&P operations through cash calls38 and Joint Interest Billings39 (JIBs). 

Audit reviewed the JIBs of six test-checked blocks wherein the Company was 
an operator and noticed that as on 31 March 2015 the outstanding dues 
recoverable from the JV partners were ~ 2,329.52 crore, of which 
~ 2,319 .43 crore was in respect of three blocks as discussed below: 

Table 2.1 0: Details of outstanding dues in three blocks 

Name of JV Partners Outstanding Reasons 
block amount 

~in crore) 
KG block GeoGlobal 1,734.60 Dispute between N partners in relation to sharing of 

Resources exploration costs inc urred for the block under a 
(India) Inc separate agreement40

. 

Jubilant 313.65 Jubilant stopped making payment s ince October 2013 
Offshore c iting various procedural lapses. In spite of the fact 
Drilling Pvt that the Company was not agreeing wi th view o f 
Ltd. (J ubi lant) Jubi lant, it had not claimed interest for the defau lt. 

North Hap'y Alkor Petro 223.36 JOA was belatedly executed after 3 years from 
South Diyur Alkor Petro 47.82 Concession Agreement. Further, Company had 

conducted only one and two OC meetings for North 
Hap'y and South Diyur block respectively. 
Alkor defau lted payments worth US$ 35.87 mill ion 
for North Hap 'y block and US $ 7.68 million for 
South Diyur Block citing reasons related to 
procedures under JOA and OC meetings. Company 
had filed (January 2015) a case for Arbitration for 
recovery of dues. 

Source: lnfonnation provided by the Company 

Procedural lapses like delayed execution of JOA, inadequacy in providing 
information on operations and in conduct of meetings led to disputes by the 
non-operator and accumulation of dues. This led to the Company incurring 
expenditure of~ 2,319.43 crore for the share of the E&P activities of JV 
partners in the operated blocks which had remained unrecovered till date 
(November 2015). 

The Management stated (November 2015) that matter of GGR was pending 
with MoPNG for transfer of PI to the Company. The Board had directed 

38 

39 

40 

It means any request for payment of cash made by the Operator, in accordance with an approved 
work programme and approved budget to the N partners in connection with N operations. 
A statement of cost and expenditure incurred during the previous month, indicating the amount 
payable by the N partner after considering the advance received from them for the venture. 
Dispute on the amount to be borne by the Company in accordance with Carried Interest Agreement. 
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(August 2015) to have further discussions with· Jubilant for settlement and 
further, interest outstanding of ~ 5.70 crore as of February 2015 had been·. 
claimed from them. 

2.l.4 After allotment of a block, the Jo:i.nt Venture (JV) partners execute a 
Joint Operating Agreements (JOA) among themselves which provides .the 
framework of the relationship between the operator and the non-operators. The 
non-operator can keep itseff aware of the activities in those blocks and monitor 
the activities through participation in the Operating Committee and 
Management Committee meetings, 'conducting an audit of JV Accounts 
maintained by operator and obtaining returns and other information. 

Out of the 64 blocks in hand a~ on 1 April 2011, the Company was 
non-operator in 50 blocks. The various audit findings related to monitoring of 
its interests in these blocks by the Company in its role as a non-operator.are as 
follows: · 

Cmulau:ting Audit of Joint Venture accmmts 

2.141.:TI. As per the JOA, the operator shaU maintain the accounts relating to 
the JV operations. According to the JOA, the non-operator once per year shall 
have the right to audit JV Accounts and records refating to the accounting for 
any year within a 24 months period following the end of such year. 

Audit noticed that the Company had not exercised the option of conducting the 
audit of JV accounts tin 2010-11. Subsequently, out of the 50 non-operated 
blocks, audit· of 36 blocks was got conducted (through Chartered 
Accountants). In case where audits were conducted, there were delays in 
finalisation of Audit Reports and its circulation to operator I other non 
operators for their response on the audit observations. Further, the Company 
did not pursue the Audit Reports. 

The Management stated (November 2015) that most of the blocks were 
allotted during 2007-09 and major activities were carried out in the blocks in 
2010-12 and hence the timing of taking up audit was appropriate. The delay -in 
finalisation of reports was'due to non :receipt of information from the operator. 
It was also stated that there were enough provisions in the JOA to investigate 
willful misconduct of operator and hence expiry oL24 months did not come in 
the way of r:i.ght of conducting investigations. Th{ Conipany has relied on the ' 
non-operator audit done by other partners for the year it has not conducted the 
audit. 

The reply is not convincing as there were 11 non-operator producing blocks 
aHotted during 1994-2001 for which audit could have been got conducted 
earlier. The availability of other provisions could not be a plea for not using 
the JOA provision for. audit. Further, the Company did not furnish details of 
non-operator audit done by other non operators. 
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Review of continuation/ discontinuation in a block 

2.14.2 Duri ng the period 2011-15, the BOD of the Company reviewed (May 
20 15) only once the profitability status of l I non-operator producing blocks. lt 
was found that as on 3 l March 20 15, six non-operated producing blocks41 

were loss making. 

Audit noticed that out of these six blocks, four blocks were incurring losses 
since 201 1- 12. However, Audit did not come across any policy of the 
Company to review profitabili ty and to consider continuation/discontinuation 
in the non-operated blocks at regu lar intervals. 

Looking at the continuous losses in these blocks, the BOD had appointed 
(May 20 15) a Committee of Directors for taking necessary action for farming 
out participating interest in all of the above blocks. 

The Management stated (November 201 5) that the progress of blocks was 
discussed w ith the Company ' s management including the M anaging Director 
on monthly bas is where future prospects were considered taking into account 
factors such as activities during the year, requisite technology etc. However, 
no records of any such meetings were furni shed to Audit. 

I Conclusion and Recommendations 

2.15 The Company during the audit period surrendered 37 blocks out of 64 
blocks in hand as on 1 Apri l 201 1. Out of 27 blocks in hand as on 3 1 March 
2015, 16 blocks were under production and 11 blocks were under exploration 
and development. The major investment by the Company in the E&P segment 
was done for the development of the KG block. Audit examination of the 
exploration and development, production, surrender, financial position and 
monitori ng of non-operated blocks revealed several areas requiring attention 
of Management as given below: 

• The Company did not address properly the risks associated with cost, 
technology and price in development of the KG block. The Field 
Development Plan for DOW field did not take into account the fact that 
the project was not viable at the gas prices as per Government approved 
formula preva lent at that time and the viability was dependent on 
subsequent higher price if any obtained through Government approved 
formula for NELP contractors. This has resulted in uncertainty regard ing 
the future prospects in the block where an investment of around 
~ 19,576 crore was incurred. The Company did not act upon the proposal 
for inducting strategic/ financial partner at an appropriate time in spite of 
the high costs and technological issues. 

4 1 

~ Risks associated with cost, technology and price realisation may be 
properly considered while venturing into exploration and 

(i) Allora, (ii) Dholasan, (i ii) orth KaLhana, (iv) Cambay, (v) Bhandut and (vi) Sabannati block. 
Two blocks (Allora and Dholasan) were loss making from 2007-08. Bhandut from 20 I 0-1 1, 
Cambay from 20 11- 12, North KaLhana was in loss from 2010- 11 wilh intervening period of profit in 
one year, Sabarmati block was in loss in 20 I 0- 11 , 20 13- 14 and 20 14-15. 
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developme1nt @ctivities tmd me@1ns of risk mitig@ti°oint SU!lch @S 
i1ndl!ctio1n of mtr@tegic lfi1n@m:i@l p@rt1ners m(lly be .co1nsider,ed timely 
wherever 1necess@ry. 

o The Company went ahead acquiring the overseas blocks during 2006-10 
mainly as an operator w:i.th considerably high participating interests 
without any prior experience as an overseas operator. The delayed .. 
execution of the work committed resulted in cost escalations in these 
overseas blqcks. The Co_mpany slirrendered 10 out of 11 oveirse;is blocks 
in hand du.ring 2011-15 incurring an expenditure of z 1,757.46 crore, of 
which z 1,734.12 crore was written off. 

~ The Comp@1ny m(lly .. exercise. dow C(llU1Jtio1n ilt/J, ve1ntU1JlrilJ1/,g illito overseas 
exploratiolt/J, (ll!nd · s!woild eMdeavor timely completion of worlk 
committed. ' 

o During the period 2011-15; the total borrowings increased by 177 per c~nt · 
to Z 19,716.27 crore, mainly on account of development activities in KG 
block, which resulted in increase in interest burden from z 981.71 crore.in 
2011-12 to z 1,804.06 crore in 4014-15. Considering the quantum of 
borrowings and associated interest costs for the Company, adequate and 
sustained production of gas from KG block would be required iri future to 
sustain the finanCiali position of the Company. Further, there were 
outstanding dues of z 2,329.52 crore not recovered from Joint. Venture 
. (JV) partners. 

~ The Comp@ny needs to ensm~e tlh@t realis(lltion from Joint Ventao:re. 
p@rtners are made promptly. · · .· · .. 

e Monitoring of operators, in Ns where the Company was anon-operator, 
was inadequate as the Company. did not conduct the audit of the N. 
accounts and records. The profitability of non-operator blocks was not 
assessed on a regular basis by the Company. 

~ 1'/he monitoring of the bloc/ks ~here the Compa1ny wi!izs nim-oper(lltor 
needs strengtheni1ng throU!lgh iw1n-operator (llU!l{/,it mull periodic review 
of the statU!ls of@ctivitaes in snach bloclks • 
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Chapter III 

I Performance Audit relating to Statutory Corporation 

Gujarat State Warehousing Corporation 

Working of Gujarat State Warehousing Corporation 

I Executive Summary 

Introduction 

Agriculture is one of the most critical sectors of the Indian economy. Agricultural growth 
was facing a setback due to lack of adequate handling and post-harvest infrastructure 
facilities such as warehousing. Gujarat State Warehousing Corporation was established in 
December 1960 with an objective to construct warehouses within the State to facilitate 
storage and transportation of agricultural produce, seeds, manures, fertilisers, agricultural 
implements and notified commodities. The Corporation started with a capacity of 930 MTs 
which increased to 1.45 lakh MTs by 1992 and thereafter there was no increase in the 
storage capacity. Performance Audit on the working of the Corporation covers the period 
from 2010-11 to 2014-15. 

Planning for capacity augmentation 

The warehousing capacity in the State was 13.08 lakh MTs of which the Corporation's 
share was 1.45 lakh MTs. In absence of scientific assessment of requirement and proper 
planning, non-construction of godowns under Private Entrepreneurs Guarantee (PEG) 
Scheme and absence of financial support from Government of Gujarat for augmentation of 
capacity, no capacity addition was achieved by the Corporation. Further, the vacant land of 
1,24,988 sq.mis. at different locations remained unutilised. 

Capacity Utilisation 

The utilisation of the Corporation's warehouses including owned and hired increased from 
50 per cent in 2010-11 to 82 per cent in 2014-15. This increase was owing to the 
contribution of hired godowns wherein the occupancy was 90 to 100 per cent during the 
review period though the occupancy in owned godowns remained up to 65 per cenL 97 out 
of 129 godowns of the Corporation remained vacant for a period of 1 ,809 months during 
the review period. The possible reasons attributable were poor condition of godowns, lack of 
marketing strategy, non-creating of awareness of the storage facilities among the 
depositors, especially farmers • 

Operation and Financial Management 

During the last ten years, the Corporation revised its tariff twice in 2005 and 2012. The 
tariff does not detail various aspects of the tariff structure such as exclusion/inclusion of 
advalorem insurance charges in the storage charges collected on sq.ft basis, collection of 
storage charges on sq.ft basis in respect of reservation on lock and key basis etc., nor did 
the Corporation re-categorise the godowns during last revision in 2012. 

Warehouse charges and rent income constituted the major income of the Corporation and it 
earned profit during 2011-12 and 2012-13. The Corporation did not recover warehouse 
charges as per applicable rates leading to loss of revenue of r 0.25 crore. The Corporation 
did not apply the prevailing sq. ft. rate on Central Warehousing Corporation (CWC) for the 
Inland Container Depot /Container Freight Station godowns lent to them resulting in 
revenue loss of r 11. 70 crore. 

Monitoring and Internal Control 

The Corporation did not have specific written delegation of powers to the hierarchy and 
decisions were also taken at lower cadres. There were no procedures in place to inspect 
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godowtrs by persomrel from head office either Oil regular intervals or as a surprise check. 
The Corporatioll 's Executive Committee met Ollly four times as against required 
30 meetillgs in the last five years up to March 2015. 

Recommendations 
• Tire Corporation may gatlrer tire data of ware/rousing capacity i11 the State, assess tire 

additional requireme11t a11d formulate a pla11 of action i11 co-ordination with otlrer 
age11cies suclr as CWC, Food Corporatioll of India (FCI) etc., for capacity 
augmentatioll. 

• Tire Corporatioll may review tire molltlrly data of occupancy furtrislred by the 
ware/rouse celltres p eriodically, analyse the reaso11s for godowtrs remaitring vacatrt for 
lollg period to take remedial actioll alld fix godowll-wise break-evell occupa11cy. 

• The Corporatioll may review tire tariff atrd categorisatioll of celltres Oil a periodic basis 
before fIXing tire tariff and give required details to brillg clarity regarding the system of 
collection ofwarelrouse charges and applicability of rates. 

• The Corporatioll may ensure recovery of ware/rouse charges as per tire prevailillg tariff 
rates. 

• The Corporation may develop a sou11d mo11itoring system alld also evolve a mechanism 
for periodical reporting to tire top mallagement on the workillg of the warehouses. 

Introduction 

3.1 Agriculture is one of the most critical sectors of Indian economy. 
Growth and development of agriculture and allied sector directly affects well­
being of people at large, rural prosperity and employment and forms an 
important resource base for a number of agro-based industries and agro­
services. The agricultural growth in India has been facing a setback due to lack 
of adequate handling and post-harvest infrastructure facilities such as 
warehousing. The post-harvest loss was estimated at 8 to 10 per cent in respect 
of food grains. The capacity of warehouses avai lable as against the production 
of impo1tant agricu ltural produce requiring warehousing facilities is tabulated 
below: 

Table 3.1: Production and warehouse capacity in India and Gujarat 

(in lakh MTs) 
Important produce Production (2013-14) Warehouse capacitv (2014-15) 
All India 
Food grains 2,647.70 985.50 (Government owned warehouses 
Cotton 62.20 other than cold storages) which is 
Oil seeds 328.80 32 per cent of the total production 
Total 3,038.70 
Gujarat State 
Food gra ins 93 .82 13 .08 (Government owned warehouses 
Cotton 17. 15 other than cold storages) which is 7 per cent 
Oil seeds 74.70 of the total production 
Total 185.67 
Source: Published Repons of GO! and GOG, Annual Repons and mfonna 11on furnished by Corporatton 

lt is clear from the table above that there is shortage in the storage capacity at 
the state level when compared with the capac ity at the national level. 

Gujarat State Warehousing Corporation (Corporation) was established in 
December, 1960 under the provisions of Agriculture Produce (Development 
and Warehousing) Act, 1956 and subsequently came under the purview of 
Warehousing Corporations (WC) Act, 1962 enacted by the Parliament. 
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Government of Gujarat (GoG) and Central Warehousing Corporation (CWC) 
have 50:50 share capital in the Corporation. It has its Corporate Office at 
Ahmedabad. 

The Corporation started functioning with storage capacity of 930 Metric 
Tonnes (MTs) inherited by it at.three centres viz., Derol, Unjha and Bodeli, 
upon bifurcation of Bombay State into Maharashtra and Gujarat. As on 
31 March 2015, the Corporation has :42 Centres1 .having 210 own godowns of 
1.45 lakh MTs capacity. · 

The Corporation rented godowns to the depositors under two systems viz., 
general reservation either on quantitY basis (i.e., per bag/MT) or on area basis 
(part or full godown); and lock and key basis2

. The warehouse charges are. 
collected from the depositors as per ;the rates of tariff, which is revised from 
time to time. The major depositors storing commodities in the Corporation's 
godowns are government agencies, , private companies, cooperative bodies, 
traders and farmers. · 

3.2 The Management . of the Corporation is vested with a Board 9f 
Directors (BoD) consisting of Managing Director (MD), five Directors 
nominated by GoG and five Directors nominated by CWC, headed by a 
Chairman, appointed by the GoG. Th~ MD is assisted by Managers, Secretary, 
Accounts Officers and other staff. 

Though as per Section 20(2). and Section 20(1 )(c) of WC Act, 1962, State 
Government shall appoint a Chairman and a Managing Director respectively, 
it did not appoint Chairman since: October' 2012 and did not appoint a 
Managing Director on a full time basis since September 2003. 

The Corporation is under the administrative· control of Agricultrire and 
Cooperation Department, GoG. Major activities> of the Corporation are to 
~onstruct warehouses within the State to facilitate storage and transportation of 
agricultural produce, seeds, manures, fertilisers, agricultural implements· and 
notified commodities and to act as an agent of CWC or GoG to help purchase 
these commodities. 

3.3 The objectives of the Audit were to ascertain whether: 

© 

2 

the Corporation had assessed the overaU requirement of storage facilities 
for the State; surveyed the existing capacity and taken steps to bridgethe 
gap by creating additional capacity through construction or hiring , of 
go downs; 

Centre comprises a group of two or more godowns. . . . . 
The full godown is handed over to the depositor with lock and lcey.The responsibility of storage, 
stacking, withdrawal of goods lies . with the depositor. The warehouse charges in this system are 
collected on area (sq.ft.) basis. · · · 
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• the Corporation has put its warehouses to optimum use; made available its 
warehouses to farmers at reasonable/ economical tariff rate; created 
awareness among farmers; provided handling and transportation facility 
and performed as an agent of CWC/ Government; 

• the warehouses were managed efficiently by providing safe storage for 
commodities through proper manpower and financial management and 
timely maintenance of warehouses; and 

• adequate monitoring system, internal control system and Management 
Information System were in place and were effective. 

I Audit Criteria 

3.4 The performance of the Corporation was assessed against the aud it 
criteria drawn from the following: 

• Warehousing Corporations Act 1962, 

• Gujarat State Warehousing Corporation (Amendment) Rules 1964, 

• Warehousing Development and Regulation Act 2007, 

• Corporate/ Annual/ Vision documents of the Corporation, 

• Minutes and Agenda of the Meetings of Board of Directors, 

• Agreements with Depositors for storage of various commodities, 

• Agreements with private parties for hiring of godowns, 

• Guidelines of various schemes, 

• Directions of Governments/Food Corporation oflndia(FCI)/ CWC, 

• Operational Manual of the Corporation and 

• State specific Acts/ rules/ guidelines/ directions relating to warehouses. 

I Scope and Methodology of Audit 

3.5 The Performance Audit on the working of the Corporation covers the 
period from 2010-11 to 2014- 15. It evaluates the assessment done by the 
Corporation for future capacity requirements, planning done for capacity 
augmentation and the implementation of such plans. It also evaluates the 
optimum utilisation of the Corporation's godowns and its efficient and 
effective management. Besides, the existence of a sound internal control and 
monitoring system and its effectiveness was also reviewed in Audit. 

Scope, methodology and objectives of the performance audit were explained 
in an entry conference (3 March 2015) to representatives of GoG and 
Management of the Corporation. The entry conference was followed up by 
interaction with the auditee institution, raising audit queries after scrutiny of 
documents at the Corporate Office and selected godowns, analysis of data 
obtained from management, discussion of audit findings with the management 
and issue of draft Performance Audit Report to the Management and the 
concerned Department for comments. The exit conference was held on 
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10 September 2015 in which the avdit findings were discussed with the 
Management and the Government. The reply of the Management was received 
and. has been considered while finalising the performance audit report The 
reply of the Government is awaited (November 2015). 

Total 16 centres3 having 85 godowns out of total 42 centres having 210 
godowns were randomly selected for det~iled examination. The audit findings 
are discussed in the following paragraphs. 

3.6 The. warehousing capacity in the.State is tabulated below: 

Table 3.2: Storage capacity iilll G1l!]arat State 

r Food Corporation of India 5.00 5.00 5.00 5.00 . 5.00 

2 Central Warehousing Corporation 3.69 3.64 3~68 3.68 3.66 

3 
Gujarat State Civil Supplies Corporation 2..40 2.49 2.84 2.93 2.97 
Limited 

4 Gujarat State Warehousing Corporation 1.45 L45 1.45 1.45 1.45 

l'ofall ].2.541 12.58 ].2.97 13J}6 13.08 

Source: Annual Reports and information furnished 

In respect of the Corporation there has not been any increase in capacity after 
1992. The own storage facility of 1.45 lakh MT of the corporation is about 11 
per cent of government owned warehouses. The capacity with private sector in 
the state is not available from any reliable sources. ' 

We reviewed the increase in the capacity of warehouses in 15 State 
Warehousing Corporations for the period 2010-11 to 2013-14 and it 'was 
observed that only in Gujarat and West Bengal there was no increase in 
capacity. In seven4 States the increase during the period 2010-11 to 2013~14 as 
compared to capacity in 2009-10 ranged between 21 to 81 per cent. Jn four

5 

states the increase ranged between · 1,0 to 19 per cent during the same period. 
The production of important agricultural produce in Gujarat increased from 
168.83 lakh MTs in 2010-11 to 185.67 lakh MTs in 2013-146 and hence, there 
was need for increasing the warehou~ing capacity. 

Audit findings in relation to capacity 'augmentation are enumerated below: 

Assessment of requirement of godowns 

3.6.:ll. As per Warehousing Corporations Act, 1962 (WC Act, 1962), State 
Warehousing Corporations (SW Cs) may run · warehouses for storage of 

· Anjar, Bharuch, Bhuj, Bodeli, Dashrath (General), Dashrath (!CD Godowns given to CWC), 
.Himmatnagar, Idar, KandlaPort, Mahuva,Mehsana, Salal,Talod, Unava, Unjha and Visnagar. 
Andhra.Pradesh, Bihar, Chattisgarh, Haryana, Kamataka, Maharashtra and Odisha. 
Madhya Pradesh, Meghalaya, Rajasthan and, Tamil Nadu. 
The figures for 2014-15 are not available. 
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agricultura~ produce, seeds, manures, fertilizers, agricultural implements and 
notified commodities. Thus, considering the growth in the production of above 
commoditi~s besides the age and poor condition of the existing godowns, there 
was need tp assess the requirement of godowns on a . time to time basis to 
ensure availability of adequate storage faciliti~s. However, no such assessment 
was carried: out by the Corporation during the last five years. 

We observJd that b.ased on the estimates prepared by the Corporation and the 
proposals fbr funding sent to GoG and finanCing agencies, as tabulated below, 
some plan~ for ¢apacity augmentation. existed though. none of them 
materialise? due to runds not being sanctioned. . 

I . . . 
1ralbi~e 3.3: CaJllladfy airllirllntnonns Jlllfannnneirll as jplteJr fnmmdnng irllocnnmennts 

I . 

i (fi.nn falklln M'fs) 
~~:tzot3lt4~'~: 

Source:·Inform~tion furnished by the Corporation 

The proposlls for increasing the capacity were made based on the open space 
available ini the prdnises of the 12 existing godowns instead of any scientific 

I .. I . , 

study for the requirement. The<.estimated cost was ~44.43 crore for the 
increase ofl0.84 lakh MTs. Thus, in the absence of scientific assessment of 
requiremen~, ·proper .planning and. want of financial support from GoG for 
augmentati~n of capacity, no . capacity addition was achieved by the 
Corporation!. 

The ManaJement s'tated (October 2015). that the Corporation had tried to 
increase the capacity but. could . not augment .due to lack of technical 

. . equipment,. !technical staff, i11frastruc;ture facilities and also non-re~eipt of 
financial support from financial institutions like National Bank for Agriculture 

.and Rural·qevelopment and also GoG. The Management, however, stated that 
Corporation! will make efforts . for. assessment of requirement of godowns 
scientifically. . . · . · 

I 
I 

Saabmissimojof Programme of Activities ot1tul Budget estimates 

3.6.2 . Section 26(1) of WC Act,, 1962 stipulates that every Warehousing 
Corporationj shall prepare before the commencement of each year a statement 
of programrp.e of ac~ivities. WoA) to be done during the forthcoming year as 
well as a financial estimate (Budget ·Estimates) (BE)· in ·respect thereof. 
Further, Seqtion 2~(2) of the said Act stipulates that a statement prepared 
under .· Section 26Cl) shall, not later than three months before the 
commencenient of each year, be submitted f.or approval to CWC and State 
Governmen~ in case of a State Warehousing Corporation. The details of 
submission@f PoAs and BEs to CWC and GoG are as follows: 

I 
I 
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31-12-2009 . 29 days 
2 2011-12 31-12-2010 Not sent 2 months 29 days . · 
3 2012-13 31-12-2011 Not sent 11 months 10 days 
4 2013-14 31-12-2012 Not prepared Not prepared Not prepared 
5 2014-15 31-12-2013 Not sent 22-10-2013 No dela 
6 2015-16 31-12-2014 Not sent Not serit 10 months (Oct 15) 

Source: Information furnished by the Corporation 

The Corporation did not prepare Po As and BEs for the year 2013-14 and for 
the remaining periods it did not submit the PoAs to CWC as required under 
the provisions of the WC Act. However, neither PoAs nor BEs were submitted 
to GoG as stipulated under the Act. ~udit observed that approval· from CWC 
was awaited (31 May 2015) for BE 2012-13 and 2014-15. 

The Management stated (October 2015) that in the past years BEs and PoAs 
were not passed in BoD and hence were not sent to CWC and the GoG. 

However, the Management had not even put up the BEs and PoAs prepared 
before BoD seeking its approval. 

Cmnstru.ucti.on of godowTns u.under PEG Scheme 

3.6.3 During the year 2008, FCI introduced Private Entrepreneurs Guarantee 
(PEG) Scheme under which the private parties· would invest in construction of 
godowns, which would be hired by FCI for seven year guarantee scheme. 
These godowns, during construction and· subsequent maintenance; would .be 

·under the supervision of the respective SW Cs. As part of this, · FCI ·assigned 
(July 2010) the task of creating a total capacity of 3.07 lakh MTs to CWC in 
Gujarat. Out ·of this, CWC allotted 52,000 MTs to the Corporation, for taking 
up the construction with private investment. However, Corporation decided 
(December 2010) to construct the godowns on its own in the vacant land 
available at Dashrath, Parapipaliya and AmreH. However, ·on reviewing the 
progress of the work, FCI decided in its High Level Committee meeting held 
mi 8 April 2011 that it was unlikely that the Corporation would complete the 
capacity allotted to it within the next one year and hence withdrew the 
capacity and transferred the same under PEG for construction by private party. 

Audit observed that the decision of the Corporation to construct the godowns 
on its own in absence of adequate trained manpower and financial resources 
led to delay in taking action for coristtuction of godowns an:d consequential 

. withdrawal of allotted capacity by FCI. 

The Management stated (October 2015) that in the absence of sufficient 
ma~power and financial resources there was delay in taking action which led 
to withdrawal of allotted capacity for construction of go downs under PEG. 
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Registration of godowns as per WDR Act, 2007 

3.6.4 As per the provisions of Warehousing (Development and Regulations) 
(WDR), Act 2007, registration under Section 3(1) was compulsory if the 
warehouses intended to issue Negotiable Warehouse Receipt under the 
provisions of the Act. 

Audit observed that while CWC and other SWCs7 have initiated action to 
register their warehouses; the Corporation has not registered any of its 
warehouses under the provisions of the WDR Act. The Corporation, therefore, 
is not entitled to issue Negotiable Warehouse Receipts under the provis ions of 
WDR Act. Though the registration under WDR Act is not mandatory, Audit is 
of the view that by doing so, the Corporation could have increased its business 
opportunities as many potential customers interested in negotiating their 
warehousing receipt might have been lost. 

The Management stated (October 2015) that due to inadequate manpower, 
lack of technical staff and absence of technical equipment, the Corporation 
had not registered its godowns under WDR Act, 2007. 

However, the Corporation could have initiated the process and registered some 
of its godowns in a phased manner as done in other states as the process of 
regi stration would require compulsory improvement in quality of 
infrastructure which in tum might help in increasing its occupancy. 

Utilisation of vacant land 

3.6.5 The Corporation holds vacant land at 14 locations admeasuring 
1,24,988 square meters (sq.mts) (Own land: 1,16,736 sq.mts. and lease hold 
land: 8,252 sq.mts.) adjoining to existing godowns. The Corporation acqu ired 
these land between 1972 and 1992. The details are as fo llows: 

CWC (173 godowns of5,37,476 MTs); Rajasthan State Warehousing Corporation (24 godowns of 
2,76,850 MTs); Tamil Nadu State Warehousing Corporation (36 godowns of 2,36,486 MTs); 
Maharashtra State Warehousing Corporation (26 godowns of 1,69,425 MTs); Andhra Pradesh State 
Warehous ing Corporation ( 14 godowns of 36,4 10 MTs); Uttar Pradesh State Warehousing 
Corporation (5 godowns of 36,031 MTs); Punjab State Warehousing Corporation (8 godowns of 
15,450 MTs); Kera la State Warehousing Corporation ( I 0 godowns of 8,5 16 MTs); Kamataka State 
Warehousing Corporation (one godown of 4,254 MTs); Assam State Warehousing Corporation (one 
godown of 1,016 MTs). 
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Table 3.5: Area of vacant land 

SI. Location Land area Cost of Land8
/ Open Area Date of 

No. (in Sq.mts.) Lease rent per (in Sq.mts.) Purchase/ 
annum (in~ Possession 

I. Aniar 14,799 68,563 3,180 14-02-1973 
2. Amreli 24,28 1 4,37,058 24,28 1 22-0 1-199 1 
3. Ba via 8,094 36,423 l ,300 04-11-1982 
4. Bo tad 5,890 62,000 3,390 09-03-1973 
5. Kapadvanj 7,077 5,6 10 1,245 01-03-1973 
6. Dashrath (Vadodara) 80,000 64,5 1,000 48,000 l 8-02-1984 
7. Deesa Lease hold land 9,752 9,752 6,252 22-1 1-1988 
8. Khambhat 7,457 36,433 3,000 24-04-1 979 
9. Parapipaliya (Rajkot) 20,235 6,07,500 20,235 03-07-1992 
10. Rakhiyal (Dahegam) 3,583 2 1,420 1,015 18-04-1973 
I I. Sala I 5,563 3,30,000 2,060 15-07-1988 
12. Sarodhi (Valsad) 20,234 5,46,3 18 8,230 3 1-07- 1979 
13. Thasra Lease hold land 4,047 750 2,000 01-01-1972 
14. Geetanagar (Vapi) 1,756 43,900 800 06-01-1978 

Total 1,24,988 
Source: lnformation furnished by the Corporation 

[n th is regard, Audit observed that: 

• In respect of land at Dashrath, CWC requested (14 November20 1 l ) 
for hiring of open space along with godowns. However, despite several 
requests (November 2011 to November 2014) from CWC, the 
Corporation did not make use of the opportunity, for which no 
justification was on record . 

• As brought out in paragraph 3.6.1 and 3.6.3 above, the Corporation 
had planned to construct new godowns at vacant land at 12 locations to 
increase storage capacity by 83,640 MTs with an estimated cost of 
~ 44.43 crore. As the finance was not forthcoming the capacity 
creation did not materialise. 

• The Corporation did not explore the feas ibility of at least giving the 
vacant land as "Covered and Plinth"9 to store commodities, as is being 
done by other SWCs. 

Thus, the land parcels remained idle without yielding any benefits to the 
Corporation. Further vacant land also remained unprotected rendering them 
prone to encroachments. 

Cost of land at the time of purchase I possession. 
This is an improvised arrangement for storing food grains in the open, generally on a plinth which is 
damp and rat proof. The grain bags are stacked in a standard size on wooden dunnage. 

55 



Audit Report (PS Us) for the year ended 31 March 2015- Report No. I of 2016 

Picture 3.1: Showing vacant Land and unprotected godown premises at Dashrath 

Thus, by not conducting scientific assessment of the requirement of the 
godowns in the State, coupled with absence of financia l assistance from GoG, 
the Corporation did not construct any new godowns. It did not uti li se the 
vacant land for capacity augmentation during the review period. As a result, 
there was no capacity augmentation even though there was increase in the 
agricultural production. 

The Management stated (October 2015) that the Corporation proposed to 
construct godowns on its own under PEG scheme but the loan was not 
sanctioned, hence it did not materialise. It further submitted proposal for 
financial assistance under Rashtriya Krishi Yikas Yojana (RKVY) and Rural 
Infrastructure Development Fund Scheme but all these proposals were 
rejected. Therefore, due to non~availability of required funds the Corporation 
could neither construct godowns nor construct compound walls to safeguard 
the vacant land. During the exit conference, Government stated that 
Corporation would focus on development of new storage fac il ities and 
upgrading existing facilities. 

I Capacity Utilisation 

3.7.1 The year wise utilisation particulars of own and hired godowns during 
the period 20 10-11 to 2014-15 are given in the table below: 
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Owllllgodow!IIls 
1 No. of Centres 42 42 42 
2 Average capacity available (M1ls) ~.45,056 1,45,056 1;45,056 
3 Average Capacity utilised (M'Fs) '71,156 89,657 91,683 
4 PercentaKe utilisation* 49 62 63 

lBIIlired godOWllllS 
5 Average capacity of godowns (M1ls) 4,513 3,100 3,100 
6 Average capacity utilised (M'fs) 4,056 . 2,868 2,968 
7 PercentaKe utilisation* 90 93 96 
8 Total available capacity (M'Fs) 1,49,569 1,48,156 1,48,156 

(SI.No. 2+ 5) 
9 Total utilisation (M'JI's) (SI.No. 3 + 6) '75,212 92,525 94,652 

10· PercentaKe utilisation* 50 62 64 
11 Estimated utilisation in Budget 68 60 75 

estimates (Jn per cent) (Rev 50) 
Shortfall (-)/Excess (+)(Own) I (-) 19 (+) 2 (-) 12 
Shortfall (-)/Excess (+) (Hired) (+) 22 (+) 33 (+) 21 
Shortfall (-)/Excess (+) (Total) (-) 18 (+) 2 (-) 11 

*Percentage utilisation has been rounded off to the nearest integer. 
Source: Information furnished by the Corporation 

42 42 
1,45,056 1,45,056 

87,579 94,131 
60 65 

63,398 1,38,578 
63,308 1,38,547 

100 100 
2,08,454 2,83,634 

1,50,887 2,32,678 
72 82 
75 75 

(-) 15 (-) 10 
(+) 25 (+) 25 

(-) 3 (+)7 

o n can be seen from the above table that the occupancy percentage of own 
godowns increased from 49 per cent to 65 per cent which indicates that 
Corporation had made efforts in ·this regard. Further, during the years 
2010-11 to 2014-15 not only the hired godowns capacity increased 
multifold but also the percentage of utilisation was very good. The 
utilisation which was 90 per cent in 2010-11 gradually increased to 
100 per cent occupancy in 2013-14. 

o The percentage occupancy of own godowns in 2010-11 and 2011-12 was 
low which was even pointed out by ewe while approving the budget for 
2011-12 and was suggested for increase in the ensuing years. Further, 
estimate for 2010-11 was revised to suit actual achievements, when 
Corporation coulid not achieve the original estimated occupancy of 
68per cent: 

o A review of the centre wise occupancy of owned godowns revealed that 
annual occupancy percentage in many centres 10 was below the estimated 
utilisation given in the budget. Further, 12 centres11 registered annual 
occupancy below 10 per cent. 

o The Corporation had no system of fixing godown-wise break-even 
occupancy, which could be a better parameter for monitoring the 
functioning of the godowns. 

The Management accepted (October '2015) the observation and stated that 
measures would be taken to implement the break even policy for betterment of 
the godown occupancy. ._ 

10 

11 
32 in 2010-11, 25 in 2011-12, 26 in 2012-13, 29 in 2013-14 and 20 in 2014-15. 
Dhanduka, Viramgam, Umreth, Unava, Harij (2010-11); Visnagar,-Patan, Sidhpur (2011-12); 
Amreli, Jamnagar (2012-13); Surendranagar (2013-14) and Madhi (2014-15). 
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Non-occupancy of godowns for long period 

3.7.2 A review of the occupancy details during the last five year period as 
received from 29 centres 12 out of 42 centres, revealed the following: 

• 97 out of 129 godowns were fully vacant for one to more than one month 
in different spells of period during the years 20 10-11 to 2014-15. This 
resulted in a total vacant period of 1,809 months and an average vacancy 
of 19 ( 1,809 /97) months during the period of 60 months under review. 

• The two godowns at Thasra Centre were vacant during the entire fi ve year 
period. Other than Thasra, the total vacant period of godowns at Bode! i 
centre for 183 months was highest fo llowed by 147 months at Anjar 
Centre and 144 months at Valsad Centre. The Corporation did not analyse 
the reasons for not getting business for long period in these centres. 

• We also observed that data on the monthly occupancy in godowns as 
received from the warehouse centres was not put up periodicall y to the top 
management or BoD for remedial action. 

The Corporation should have maintained a database of all the depositors and 
evolved a system to constantly be in touch with the depositors and convey the 
vacancy position of godowns so that the depositors can hire them. In case, the 
reasons for the vacancy were poor conditions of the godowns then specific 
steps could be taken for improving the faci lities. 

The Management stated (October 20 15) that Valsad, Thasra and Anjar were 
odd centres. It also stated that agricultural produce was mainly stored in the 
godowns during six months period October to April and during the rest of the 
period either non-agricultural commodities were stored or the godowns 
remained vacant. The Management further stated that Corporation would try 
its level best to increase the occupancy. 

Occupancy of godowns by farmers 

3.7.3 The table below gives the details of occupancy by different category of 
consumers: 

Table 3.7: Category wise occupancy 

SI. No Catee:orv of Depositor 2010-11 
I. Government Companies 
(i) FCI 2 
(ii) ewe 13 
(iii) GSCSCL I 

(iv) 
Other Government 39 Companies & Departments 

2. Cooperative Bodies 3 
3. Private Firms 34 
4. Farmers 8 

Total 100 
Source: lnfonnation furnished by the Corporation 

12 

13 
Consisting of 129 godowns. 
Rounded ofTto the nearest integer. 
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2011-12 2012-13 2013-14 2014-15 

1 Nil Nil 
10 10 6 
4 4 I 

37 13 61 
ot 

Available 
3 4 I 

39 56 28 
6 13 3 

100 100 100 
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It can be seen from the above that major depositors are Government 
Companies and private firms. The occupancy percentage of farmers decreased 
from 8 per cent in 20 I 0-1 1 to just 3 per cent in 2013-14. No concerted efforts 
were made by the Corporation to attract farmers to utilise the godowns by 
creating the required awareness amongst them. Only upon receipt of grant 
from Government of India (Go I) under RKVY Scheme in 20 13-14, the 
Corporation conducted 15 farmers awareness programmes (F AP) at district 
level and 160 programmes at village level for farmers from February 2014 
onwards. Audit observed that the F APs were conducted only once in each 
village/ centre and there was no fol low up on the issue. Test check in audit of 
the occupancy position in four centres 14 after the conduct of F AP revealed that 
even after FAP, the occupancy by farmers during 2014-15 was low. The 
Corporation could have campaigned regarding their godowns in the market 
yards by distributing pamphlets and requesting Agricultural Produce Market 
Committee (APMCs) for indicating the vacancy position m their 
websites/notice board. 

Thus, on one hand there was no increase in storage capacity, on the other there 
were numerous instances of several godowns lying vacant for a long period of 
time. The occupancy by farmers was also very low. The possible reasons 
attributable were poor condition of godowns, lack of marketing strategy, 
non-creation of awareness of the storage facilities among the depositors, 
especially farmers etc. The Corporation did not make efforts to identify 
reasons for low occupancy and take remedial measures. 

The Management stated (October 20 15) that as per general practice small 
farmers used to go to APMC or wholesalers to sell their produce. It also stated 
that National Agricultural Co-operative Marketing Federation of India Limited 
and FCI, which purchased groundnut and food grains respectively from small 
farmers utilised the Corporation 's godowns. The Management however stated 
that Corporation would conduct more F APs and create awareness among 
farmers. During the exit conference, Government stated that the effectiveness 
of the awareness programmes would be ensured and a list of available 
godowns and facilities would be provided to farmers with online reservation 
option. 

I Operation and Financial Management 

3.8 The Corporation earns revenue primarily from collection of warehouse 
charges and rent income from Inland Container Depot (ICD) hired to CWC 
and renting of office building. The Corporation also earned interest income 
from fixed deposits. The financial performance of the Corporation for the 
period 2009-10 to 2012-13 is given in Annexure-5. 

The Corporation 's major source of revenue (operating revenue) was 
warehouse charges collected from depositors and rent income. The warehouse 
charges substantially increased during 2012-13 compared to previous year due 
to revision of tariff. The rent income had constantly increased during 2009-10 
to 2012- 13 as the rent income fixed with CWC towards ICD kept increasing 

14 Mahu va, Talod, Unjha and Visnagar. 
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by I 0 per cent every year as per the agreement. The total income was used to 
meet the expenses towards salaries, repairs and maintenance and other day to 
day expenses. 

Though Corporation had carried out the operations, with the available 
resources and earned profits, there were deficiencies in the operations and a 
few instances of loss of revenue totalling ~ 11 .95 crore are di scussed in the 
following paragraphs. 

The Management stated (October 2015) that due to lack of infrastructure 
facil ities and marketing strategy, the Corporation incurred loss. It was further 
stated that Management would try to find different ways and means to earn 
profit and carry out various activities to increase the profitability. 

System offtxation and revision of tariff 

3.8.1 For collection of storage charges from depositors, the Corporation has 
a category15 wise tariff structure. In 2007, the number of categories was 
increased from two to three with a specific tariff for Category III. In the last 
I 0 years, the Corporation had revised its tariff only on two occasions viz., in 
2005 and 2012. Last revision was effected from 1 March 2012. It is the 
practice of the Corporation to revise the tariff on the basis of tariff of CWC. 

A review of the Corporation's tariff structure and the system of revising the 
tariff revealed the following: 

• While revis ing the tariff in 2012, the Corporation adopted the respective 
rates of Category I and II of CWC of 2010 and revised the rates of 
Category III based on the percentage increase in category Il as a result of 
adoption of ewe rates. 

• The tariff of the Corporation does not detail the various aspects of the 
tariff structure such as exclusion/inclusion of advalorem insurance charges 
in the storage charges collected on sq.ft. basis, collection of storage 
charges on sq.ft. basis in respect of reservation on lock and key basis etc., 
as was done by CWC and other SW Cs. The tariff structure may be suitably 
modified to provide these details exp licitly. 

• Though tariff was last revised in 2012 no re-categorisation of godowns 
was done since 2007. It was observed that during the last five years certain 
centres which are in Category-II (Kapadwanj, Patan and Talod) and 
Category-Ill (Rakhial and Bardoli) have regi stered improved percentage of 
occupancy but they have not been reviewed and re-categorised and levied 
tariff accordingly. 

The Management stated (October 2015) that in next revision of rates the 
Corporation would take into consideration various aspects and change the 
category. During the exit conference, Government stated that tariff would be 

I S 
Centres were divided into three categories viz., category l, category II and category lll depending on 
the occupancy of the area in which the centres fal l. Tari ff is highest in category I and lowest in 
category Ill. For instance the tariff for wheat/bajra and others is'{ 3.45 for category 1and'{2.75 for 
category ll l (as per March 2012 tariff). 
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revised based on scientific study and also based on services and condition of 
godowns and the category of the customers. 

Collection of warehouse charges in lock and key system 

3.8.2 The Corporation rented its godowns in six centres to three depositors 16 

on lock and key basis during February 2010 to March 2012. We observed that 
the Corporation in sanction orders (January 2010 to April 2011) intimated the 
depositors that warehouse charges would be collected on quantity basis (MT) 
i.e., (capacity of godown) for the commodities (Fertilizers) intended to be 
stored by the depositors. This was contrary to the Corporation 's system of lock 
and key wherein tariff was to be levied on sq.ft. basis. Thus, due to incorrect 
co llection of warehouse charges, the Corporation suffered loss of revenue of 
~ 0.25 crore17 as the tariff collected based on capacity of godown was lesser 
than the tariff leviable on sq.ft. basis. 

The Management stated (October 20 15) that incorrect collection has not been 
made and reservation has been made only in case of fertilizers in the year 
20 10-1 2 at the rate of~ 6.41 per sq. ft. per month. 

The reply does not appear convincing because the records produced to Audit 
reveal that the Corporation has collected warehouse charges on quantity basis 
(MT) even though the godowns were given on lock and key basis. 

Collection of warehouse charges at applicable tariff rate 

3.8.3 The Corporation has an Inland Container Depot (ICD)/ Container 
Freight Station (CFS) at Dashrath (Yadodara) comprising of eight godowns 
viz., A I to A4 and B 1 to B4. The Corporation had outsourced operation of the 
faci lity to CWC through tender for a period of 10 years from April 2000 to 
March 20 I 0 (godowns A-1 to A-4 from April 2000 and B-1 to B-4 from 
May 2003) at the rates mentioned in the agreement (~ 2.50 lakh per month 
with annual 10 per cent increase for godowns A-1 to A-4 and~ 2.60 per sq.ft. 
per month with annual I 0 per cent increase for godowns B-1 to B-4 ). 

As the agreement was due to expire in April 2010, CWC requested (5 March 
201 0) the Corporation to extend the term of agreement for five years. After a 
series of correspondence between the Corporation and CWC, the Corporation 
accepted (23 March 20 I I) extending the tenure of operations of ICD/ CFS for 
further ten years from May 2010 retrospectively. A fresh agreement was 
executed ( 16 June 20 11 ) between the Corporation and CWC, for the same 
eight godowns of ICD/ CFS with an annexure indicating the annual rates of 
warehouse charges . The annual rate payable in 20 I 0-11 would be~ 1.08 crore, 
which would gradually increase to ~ 2.55 crore by 2019-20. 

We observed that instead of co llecting warehouse charges as per its prevai ling 
tariff, the Corporation agreed for lumpsum warehouse charges though CWC 

16 

17 

Indian Potash Limited ( IP L), Gujarat State Fertilizers Corporation (GSFC) and Gujarat Cooperat ive 
Marketing Society Limited (GUJCOMASOL). 
Warehouse charges to be levied on sq.ft. basis ~ 0.54 crore less Warehouse charges actually 
collected 't 0.29 crore. 
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rented the godowns of ICD for commercial purpose. The lumpsum warehouse 
charges work out to less than the warehouse charges as per sq.ft. rate of tariff. 
In this regard audit also observed that the tariff of storage charges being 
collected by CWC from its customers for the ICD Dashrath was much higher 
than the storage charges paid by it to the Corporation. The rate paid by CWC 
in 2014 was~ 4.67 per sq.ft. (derived) whereas the rate charged by ewe from 
its customers as per its revised tariffof2014was~16.73 per sq.ft. (derived) 
(for export), ~ 29.73 per sq.ft. (for import) and ~ 27.50 per sq.ft. (for open 
area), which indicates that CWC earned huge margin in the operations of ICD, 
Dashrath. Thus, by collecting lumpsum warehouse charges, instead of its tariff 
rates, the Corporation suffered loss of revenue of ~ 7 .07 crore for the period 
from I May 2010 to 30 April 2015 and would suffer further loss of 
~ 4.63 crore for the remaining agreement period upto April 2020 (Details in 
Annexure-6). 

The Management stated (October 2015) that being an odd centre there was no 
income at Dashrath centre. The same godowns were allotted to CWC as per 
BoD approval. CWC had struggled a lot to build the business at Dashrath and 
incurred loss in past years. 

The reply does not appear convincing as at least during the renewal of 
agreement in 2010, an analysis of the business of CWC could have been done 
and rates as per normal tariff of the Corporation adopted. Further, no record 
justifying the lower rates agreed to with CWC were furnished to Audit. 

Thus, from the above instances it can be seen that had the Corporation handled 
the transactions properly, it could have avoided the above loss and the revenue 
could have been used for construction, repairs and maintenance of godowns. 

I Maintenance of godowns 

Upkeep of infrastructure in godowns 

3.9.1 Though WC Act, 1962 did not prescribe norms for requirement of 
essential equipments or security apparatus like moisture metre, fire 
extinguishers, fire buckets, tarpaulins, fumigation covers, weighing machine, 
wooden craters, sprayers, etc. , the same were prescribed under the WDRA 
Manual 18. Based on the information furnished by 12 out of 16 selected centres 
(67 godowns), the infrastructure available was as fo llows: 

Table 3.8: Details of infrastructure 

Name of the Item Norm per Total Total Shortfall 
eodown requirement available 

Moisture Metre I 67 I 66 
Fire Extinguisher 3 201 49 152 
Ladder I 67 30 37 
Foot Spray 2 134 I 133 

Source: Infonnation furnished by the Corporation 

IR Warehouse Manual for Operationalising of Warehousing (Development & Regulation) Act, 2007 
(37-2007). 
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Audit observed that other essential items such as tarpaulin, fire buckets, 
fumigation covers, and wooden craters were not available 19 in any of the 12 
centres test checked against the norm20 though all of them were basic 
necessities fo r any godown . 

Availabi lity of the above items is essential for the safety of the warehouses 
and to ensure the correctness of the quantum/ quality of commodities, 
especial ly keeping in view the claims that may be made by the depositors or 
by the banks in case depositor availed loan against the NWR issued by the 
Corporation. 

The Management stated (October 2015) that due to inadequate manpower and 
non-ava ilability of technical staff, the equipment was not purchased. 

Long term plan for repairs and maintenance of godowns 

3.9.2 The godowns of the Corporation are more than 20 to 30 years old and 
are in poor condition. As per the practice in vogue in the Corporation, repairs 
to the godowns are carr ied out based on the information recei ved from the 
Warehouse Managers from ti me to time. The repairs are carried out at three 
levels21

. 

Picture 3.2: Showing poorly maintained Godow11s 

Bharuc/1 Centre 

The provisions made and expenditure incurred on repairs carri ed out by 
Corporation funds are tabu lated below: 

19 

20 

21 

Tarpaulin ( 134), Fire Buckets ( 1,005), Fumigation Cover (67) and Wooden Craters (as per need). 
Tarpaulin (2 per godown), Fire Bucket (13 per godown), Fumigation cover ( I per godown), and 
Wooden Craters (as per need). 
( I) By engineeri ng branch of Head Office, by deploying technica l personnel to the warehouse 
centres who purchase required material and engage local labourers to get the repairs done, (2) By 
Warehouse Managers to whom advance amount is sanctioned by Engineering Branch for carrying 
out repairs locally by purchas ing material and engaging local labourers and (3) By inviting 
e-tenders/offiine tenders at Head Office level and awarding work orders/contracts. 
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I 

'JI'alblle 3.9: ])efafills of expenlll!llii~unre fowaridls repafirs 

2010-11 020 
2011-12 0.41 
2012-13 2.70 
2013-14 Nil 
2014-15 1.01 

4.32 
Source: Information furnished by the Corporation 

1 

0.11 
0.06 
0.20 

Accounts not finalised 
Accounts not finalised 

0.37 

55.00 
14.63 
7.41 

8.56 

I , , 
In the absen?e of any budgetary support frorri GoG, the Corporation has not 
been carrying out any major repairs. Even the, minor repairs carried out were 
of very small value, spread over different godowns. ][n the proposals sent 
(January 20113) to GoG for budgetary allocation for 2013:-14, it was estimated 
that it will! cost Z 0.69 crore for major , repairs to godowns (viz., road, 
compound Jan at s!even centres) and Z 2.12 crore for medium and minor 
works at an! centres~ For the year 2014-15 also the Corporation had sent 
(February 2014) a proposal to GoG for an allocation of Z 17.41 crore for 
repairs, rendvation and modernisation works at various centres. As no 
budgetary . s~pport was received to the proposals, the Corporation had not 
made any long term plans for repairs to godowns. ' 

1 

i 
Due to the afuove, the godowns of the Corporation are lying in poor condition 
depriving thd depositors of proper storage facilities. , 

. I ' 
I , 

I , , I . . .. . . 
The Management stated (October 2015) that due to lack of capable staff and 
financial support from GoG, repair work had not been undertaken. . · 

I 

I 
UtUisatimn of availab,le manpower 

I , 

3.1© Audit observed that: 
I 

o The cadrJ structure of the Corporation comprised of Class i to IV. Cla~s IH 
I 

cadre consists of Managers (Grade-I & Grade-U); Senior Supervisors, 
Divisionril Inspectors and Clerks while Cfass IV cadre comprises Peons · 

I , 
and Watchmen. ~But as on date, Clerks, who are the lowest ranked 

I . 

personnel in Clas's III and who are not eligible to be posted as warehouse 
manager~ and branch heads are looking after the affairs both in head office 
and warehouse centres. 

@ There wJre instances of one official looking after two or more centres. 
There wJre no specific instructions with respect to the supervision by 
warehous~e managers who were in-charge of two or more warehouse 
centres. The capacity of the 162 warehouses controHed by in charge 
warehous;e managers (19) was 1,12,150 MTs, which was 77 per cent of the 
total storage capacity (1,45,056 MTs). Further, in four centres22

, whose 
I 

I 

I 
I 22 

Deesa (2,320 MTs), Bardoli (1,170 MTs), Idar (1,270 MTs) and Umreth (2,300 MTs). 
I 
I 

! 
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storage capacity was 2,320 MTs and below, a regu lar warehouse manager 
of Grade-II had been posted, who should otherwise be posted in centres 
with higher capacity, considering their grade and experience (May 2015). 
Thus, the above action of the Corporation shows sub-optimal utilisation of 
available manpower. 

• In the next three years (upto 20 18), 20 per cent3 of existing employees in 
various cadres will be superannuating which will have further adverse 
impact on the functioning of the Corporation. 

Audit is of the opinion that s ince the level of knowledge and experience of a 
Clerk is not suffic ient to manage the warehouse as per the procedures keeping 
in view legal aspects and contractual and statutory provisions (payment of 
taxes etc.), posting Clerks as Warehouse Managers and also making them 
incharge of two Centres might adversely impact the management of 
warehouses. 

The Management stated (October 20 15) that due to shortage of manpower and 
non-availabil ity of Class I and Class II officers, Class III staff had to manage 
the affairs of the Corporation and had to manage more than one centre to carry 
out the work properly. 

I Monitoring and Internal Control 

3.11 Internal control is a management tool used to provide reasonable 
assurance that the management's objecti ves are be ing achieved in an efficient, 
effective and orderly manner. A good system of internal control should 
comprise, inter alia, proper a llocation of functional responsibilities within the 
organisation, proper operating and accounting procedures to ensure accuracy 
and the reliabi lity of accounting data, efficiency in operations and 
safeguarding of assets, competence of personn el commensurate with their 
responsibilities bes ides duties and review of the work of one individual by 
another whereby possibi lity of fraud or error is minimised. 

We observed the fo llowing weaknesses in the internal control system with 
regard to warehouse management and other affairs: 

• The Corporation did not have a spec ific written Delegation of Powers to 
the hierarchy. Consequently, certain decisions such as, signing of the 
agreement with depositors and extending the tenure of the agreement were 
taken at the lower cadre personnel viz., clerks, in charge warehouse 
mangers etc., in the day to day management of the warehouses. 

The Management stated (October 2015) that the delegation of powers to 
Class III employees was done due to non-availability of staff at various 
levels. 

• Charge of more than one centre was given to one Warehouse Manager 
(WM). No instructions o r control mechanism existed at head office level 
regard ing norms for WM's visit to the other centres. The WMs submitted 

23 19 out of 96 employees. 
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travelling allowance {TA) bills every month in respect of their visits to 
other centres, which were not supported by any documents viz., travel 
approval letter, fare paid etc. The bills were passed by the head office of 
the Corporation without any verification. This indicates lack of procedures 
in the supervision of warehouses as neither any prior approval was taken 
for such visits nor any procedure was fo llowed for passing of bills. 

The Management stated (October 2015) that WM submits hi s diary to head 
office and after proper verification only TA bills had been passed. It 
further stated that WM informs head office regarding his tour and daily 
affairs at the centre. 

However, there were no records to show the tour programme of the WMs. 

• There was no procedure to inspect the centres by personnel from head 
office either on a regular basis or as a surprise check to ensure that the 
commodities stored in godowns were as per the list notified under the Act 
and also as per the agreement with the depositors. 

• ln case of reservation on lock and key basis, the depositor, in the 
application for reservation, declares the commodity to be stored in 
godowns. Neither the WM nor personnel from head office conducted any 
inspection to ensure that the commodity stored in godown by the depositor 
was as per the declaration given in the app lication. 

The Management stated (October 2015) that due to lack of regular and 
technical staff such inspection could not be undertaken. 

• Approvals for reservation on lock and key system and extensions for such 
reservations are accorded by head office. It was observed that in certain 
centres, the WM himself gave the godown on lock and key system both for 
initial reservation period and for the extended period without the approval 
of the head office. 

The Management stated (October 20 15) that WM checks godown to 
ensure whether the commodities stored are as per the declaration of the 
depositor. 

However, there were no records to show the monitoring of godowns by the 
WMs. 

• As per Bombay State Warehousing Corporation General Regulations, 
1959, as adopted by GoG, at least one meeting in two months of Executive 
Committee (EC)24 was required to be held in a year. However the EC met 
only four times as against required 30 meetings in last five years up to 
March 20 15. 

The Management stated (October 201 5) that since there was no regular 
MD, the meetings of EC were conducted only when complicated matters 
arose for discuss ion. 

The above weaknesses in the internal controls indicate the risks of misuse of 
warehouses to the detriment of the Corporation 's financial interest and 

24 EC consisting of Chainnan, Managing Director and three directors, empowered to deal with the 
functioning of the Corporation as per the directions of the BoD. 
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deficient monitoring mechan ism only leads to these risks remammg 
unaddressed. 

I Conclusion and Recommendations 

3.12 Warehousing is one of the most important post harvest infrastructure 
fac ilities fo r agricultural sector. The Corporation owns 1.45 lakh MTs of 
storage fac ility wh ich is about I l per cent of government owned warehouses. 
The Corporation also hi res warehouses as per the demand wherein the 
utilisation was 90 to I 00 per cent duri ng 20 l0-11 to 2014- 15. However, there 
were some areas of concern in relation to the performance of the Corporation 
like capacity augmentation, capacity util isation, operational and financial 
management, maintenance of its own godowns and monitoring and internal 
contro l as discussed below: 

• The Corporation has been operating its godowns as a part of its functions 
but has not undertaken activities on a scale required to fu lfil its mandate. 
As a result, it has not been ab le to make any significant impact that a 
warehouse provider would make on the agrarian market. The farmers have 
benefited li ttle from its activities. 

);>- The Corporation may gather the data of warehousing capacity in the 
State, assess the additional requirement and formulate a plan of 
action in co-ordination with other agencies such as CWC, FCI etc., 
for capacity augmentation. 

• Instances of many godowns remaining vacant for long period resulted in 
low occupancy. The Corporation had no system of fix ing godown-wise 
break-even occupancy. 

);>- The Corporation may review the monthly data of occupancy 
furnished by the warehouse centres periodically, analyse the reasons 
for godow11s remainillg vacant for long period to take remedial 
action a11d fix godown-wise break-even occupancy. 

• The Corporation did not re categorise its godowns while fixing tariff in 
2012 and the tariff did not have details of ta riff components as avai lable in 
the tariffs of CWC and other SW Cs. 

);>- The Corporation may review the tariff and categorisation of centres 
011 a periodic basis before fIXing the tariff and give required details to 
bring clarity regarding the system of collection of warehouse charges 
and applicability of rates. 

• The Corporation did not recover warehouse charges as per applicable rates 
in certa in cases lead ing to loss of revenue of~ 11 .95 cro re. 

);>- The Corporation may ensure recovery of warehouse charges as per 
the prevailing tariff rates. 
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• No system of monitoring/inspection of centres by the head office was in 
place and the top management was not periodically apprised of the 
working of warehouses based on the information received from the 
centres. 

~ The Corporation may develop a sound monitoring system and also 
evolve a mechanism for periodical reporting to the top management 
on the working of the warehouses. 

68 

• 

.. 



II 

I • 

• 
• 

• • 
t 

• . .. 

• 

• "! 

l 

Chapter IV 

Compliance Audit 
Observations 

I 



.. 

.. 

• 



• 

• 

• 

['--_C_ha_p_t_er_Iv __ J 

I Compliance Audit Observations 

Important audit findings that emerged from the test check of transactions of 
the Government of Gujarat Companies and Statutory Corporations are 
included in th is Chapter. 

!Government Companies 

lsardar Sarovar Narmada Nigam Limited 

4. 1 A voidable expenditure 

The Company did not utilise the survey data prepared by the 
consultant and did not obtain required statutory clearance. This led to 
avoidable expenditure of~ 19.20 crore and a further claim for revision 
in contract price. 

The Sardar Sarovar Narmada Nigam Limited (the Company) awarded 
(January 2011) two works namely construction of Kachchh Branch Canal 
(KBC) from 82.300 km to I I 2.500 km (cost~ 402.45 crore) and 133.5 I 9 km 
to 189.977 km (cost ~ 345 .30 crore) on Engineering, Procurement, 
Construction and Commissioning (EPC) 1 basis at a cost of~ 747.75 crore2

• 

The scope of work, inter alia, included preliminary survey, leveling and Geo­
technical investigation design of canal section and structure des ign at a cost of 
~ 19.20 crore. It will irrigate 63, I I J hectare (ha) of cultivable command area 
(CCA) in Banaskantha & Patan and I, 12,778 ha CCA in Kachchh District. 

The Company had awarded (November 200 1) consultancy work3 at a cost of 
~ 5.61 crore to Mi s. RITES Limited (Consultant) for KBC of Sardar Sarovar 
Project. The consultant completed (April 20 I 0) the work and submitted 
(July 20 l 0) the report with details on design/ drawing/ estimates fo r a ll 
structures/ canal for 20 km to 194.677 km along with Geo Technical Reports. 
The consultant was paid final bill of~ 11.53 crore in July 20 14 . 

The irregularities re lating to award of contract and not obta ining statutory 
clearance are as fo llows: 

(a) We observed (December 20 13) that the data of preliminary survey, 
leveling and Geo-technical investigation, des ign of canal section and structure 
design prepared (April 20 10) by the consultant were already ava ilable with the 

Under EPC contract the contractor has to design a project or work, procure all the necessary 
materials and construct it, either through own labour or by subcontracting part of work and deliver 
it to the employer. The contractor carries the entire risk of the project fo r schedule, as well as 
budget, in return for a fixed price. 
Ba ed on Schedule of Rates 2008-09, estimates fo r the works were prepared and the bids were 
evaluated accordingly for award of contract. 
The scope of the work involved in consulta ncy services was (i) Strip topographic survey and canal 
alignment planning for 33 km to 105 km, (ii) Canal alignment planning and approval for 125 km to 
186 km, (i ii) Design, d rawing & estimation of canal for 20 km to 186 km, (iv) Geotcchnical 
investigations, testing report and (v) Design, drawing and esti mation of structures including vicinity 
contour survey for 20 km to 186 km. 
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I 

Company. However, the Company awarded (January 2011) both the works by 
including these activities at a cost of ~ 19 .20 crore in scope of work ·Of EPC 
contracts without any recorded justification. It is pertinent to mention that two 
works in chainage 112.500 km to 133.519 km were carried out based on the 
report of cohsultant. Therefore, Audit is of the view that when the report of the 
consultant c

1

ould be used for the works in chainage 112.500 km to 133.519 km, 
I· .. . 

the same could also have been used for chainage 82.300 km to 112.500 km 
and 133.519. km to 189.977 km. Not doing so resulted in avoidable 
expenditure! of~ 19 .20 crore. . 

The Goverllm:ent stated (July 2015) that the tender documents of EPC 
contracts provide for use of available survey and investigation data, design 
works carried out by RITES. The lump sum amount quoted by the EPC 
contractors is with respect to the same provision and hence, it is not correct to 
say that the I data prepared by the consultant was not utilised in the works. 

The reply i~ not specific to audit observations. It did not specify to what extent 
the data prdpared by the RITES was being utilised by the EPC contractors and 
also the necessity of the Company to further include the same type of survey, 
leveling and Geo-technical investigation, design of canal section and structure 
design works in the EPC contracts at a higher cost of~ 19 .20 crore. 

. . I 
I • 

I 

(b) The Executive Engineer (EE), Kachchh Branch Canal Division No. 
214, Bhach~u awarded (January 2011) the wotk4 for chainage 133.519 km to 
189.977 kill under EPC contract to a contractor5 at a cost of~ 345.30 crore 
(Estimated !cost: ~ 375 crore) stipulating completion by January 2013. Out of 
the total 203.6276 ha land required for completio:q of the work, Government 
land of 134.0364 ha was allotted by the Collector, Bhuj to the Company in 
August-November 2010. Immediately after starting of work (February 2011), 
the Dy. Conservator of Forests· (DCF), Kachchh East Division, Bhuj stopped 

. I . . 

(June 2011) the work as land in chainage 144.00 km to 168.00 km fell in 
Kachchh D,esert Wild Life Sanctuary (KDWLS). · 

The Company sought (August 2011) permission from Forest Department to 
construct danal in the protected area of KDWLS. The Forest Department 
instructed (November2011) the Company to carry out Environment Impact 
Assessment . (EIA) and Biodiversity Study. The Company submitted 
(April 201~) proposal to the Principal Chief Conservator of Forests along with 
the Sttidy iReport of EIA and Biodiversity for obtaining approval of the 
Committee; of National Board for Wild Life (NBWL). The matter remained 
under pursuance with the NBWL between June 2013 and August 2014. 
Ministry or Environi:nent and Forests (MoEF) guidelines (December 2012) 
stipulate tqat proposals in respect of a Sanctuary or National Patk, require 
Supreme ~ourt's approval based on the recommendation of the Standing 
Committee

1 

ofNBVfL. The Standing Committee recommended (August 2014) 
the proposal for diversion of 134.0364 ha land from KDWLS. The Company 

Earthwork, structure, lining, service road, CR/HR/Escape gates, stop logs, control cabins etc 
includingj Geo-Tech: investigation, design of structure· and operation and maintenance of the same 
for five years .. 
Mis. Hindustan Construction Company Limited. 

I 

I 
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filed (February 2015 and May 2015) affidavit in the Supreme Court for pre-
approval Further progress was awaited (August 2015). . 

We observed (December 2013) that Land Acquisition is within the scope of 
Company and at the time of allotment ofland, the Collector had.stated that if 
any . other permission was required in relation to the allotted land, the same 
would have to be taken from the Competent Authority. The Company was. 
aware that KBC passes through KDWLS and statutory clearance was.required 
when activities were to be taken in eco..:.sensitive zone. Similar delay was 
experienced during work of chainage6 from 47 km to 110 km of KBC. The 
Company granted extension (February 2013) of time limit up to June 2014 due 
to delay in handing over land, which was further increased to March 2015. 
The contractor put up a proposal (May 2013) for revision in contract price 
based on provisions in the contract for~ 77.33 crore over the contract price for 
the chainage falling in KDWLS. However, due to stopping of work, the 
revision in contract price was not finalised (July 2015). Thus, award of work 
.with9ut ~oqtaining required permission for acquisition of forest land resulted in 
delay and revision in contrac.t price. 

The Management/Government have stated (July 2015) that the District 
Collector transferred 134.0364 ha Government land to the Company on 99 
years lease in 2010. However, only when the forest department stopped the 
work, it was found that the land of four villages falls under the KDWLS. As 
the land was allotted by the Collector, the Company did not anticipate any 
problem with the title of land before awarding the contract. 

The reply is not acceptable as seen from the correspondence of. EE, KBC 
Division No. 214, Bhachau with DCF, Bhuj (July 2011), the Company was 
aware that KBC passes through KDWLS and no objection certificate of Forest 
Department was required when activities would be taken up in five km range 
of the eco-sensitive zone. Thus, not getting statutory clearance before award of 
contract by the Company may lead to revision in contract price. 

4.2 Loss due to termination of ship building contract 

The Company accepted contract for constructing two . sl!niips wii11:lln@llll11: 
lb.aving technical and financial capacity. The contl:ract was cal!llceKileirll irllllile 11:@ 
time over-run which re~ulted in loss of~ 42.80 crnre. 

The Alcock Ashdown (Gujarat) Limited (AAGL) is engaged in the business of 
ship building. AAGL entered (20 June 2006) into an agreement for 
construction of two work boats cum supply vessels (Y-255 and Y-256) at the 
contract price of USD 6.65 million per vessel (approximately~ 6i.06 crore7

) 

6 

7 

Work at various chainages between 47 km and 110 km of KBC passing through KDWLS was 
delayed due to not obtaining statutory clearance from MoEF (Paragraph 2.14.2 of Audit. Report 
(Commercial) ofGovemment,ofGujarat for the year 2008-09): 
The exchange rate on 20 June 2006 was ~ 45.91 per USD as taken from the RBI _web~ite, .The 
Rupee equivalent comes out to be 6.65 million USD X 2 X ~ 45.91= ~ 61.06 crore. 
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with Marwa Offshore Enterprises (Mauritius) Private Limited, later on 
renamed as Dolphin Offshore Enterpri ses (Mauritius) Private Limited 
(DOEPL). The vessels were to be deli vered in seaworthy condition by 30 
September 2007. 

AAGL sub-contracted (August 2007) the work related to hull construction, 
outfitting, engineering, installation, piping, commissioning and trials of 
vessels Y-255 and Y-256 to Shoft Shipyard Private Limited (SSPL), Thane. 
The payment was on per tonne basis for fabrication work and on lump sum 
rate for machine fittings. Material had to be supplied by AAGL and the 
construction was to be done at SSPL yard in Bharuch. The two ships were to 
be delivered by 31 December 2007. As monitoring of the contract at SSPL 
yard was becoming difficult for AAGL, additional responsibility of project 
management was a lso assigned (December 2008) to SSPL at a cost of 
~ 2.80 crore. The completion date was extended to May 2009. 

One work boat cum supply vessel i.e., Y-255 was deli vered by SSPL/ AAGL 
to DOEPL on 20 December 2009 against the scheduled delivery date of 
30 September 2007. The delivery of the second vessel was inordinately 
delayed by four years8 due to the financia l problems faced by AAGL and 
consequent non fulfillment of financial commitments to SSPL. DOEPL 
terminated the contract (November 20 11 ) and invoked the bank guarantee 
given by AAGL to secure advance payments made by them under the contract. 
The reasons cited fo r the cancellation were that owing to time over-run there 
would be cost escalation, deterioration of the Hull and expiry of 
manufacturer's warranty on the equipments. The Board of Directors of AAGL 
in its 71 51 meeting, held in November 201 1, took note of the cance llation and 
assessed the loss due to the cancellation to the tune of~ 42.80 crore9

. 

The Valuation Report of the vesse l Y-256 at SSPL, Bharuch was obtained 
(June 20 12) from the Registered Yaluer10 which was valued at~ 24.12 crore 
on "as is where is basis". The vessel was again valued (December 2013) by 
another Registered Valuer11 at ~ 20.00 crore. The vessel would have 
deteriorated during the one and half years and there would have been 
reduction in its fair market value. The tender document was uploaded on the 
AAGL's website for sale of the vessel (Y-256) and News Paper advertisement 
was given on 1 March 2014. There was not even a single response. 

We observed in Audit that as per the terms of contract for ship building 
entered into by AAGL, DOEPL was required to give AAGL, 20 per cent of 
the contract amount on signing the contract, 10 per cent on commencing of 
steel cutting and balance 70 per cent on delivery of vessel. The above terms 
indicate a huge working capital investment by AAGL. Even in sub contracted 
works the material had to be supplied by AAGL and sub-contractor payments 
were evenly spread th roughout the contract period resulting in huge 
requirement of working capita l. It was therefore essential that the order book 

9 

10 

II 

From September 2007 to November 201 1. 
Cost incurred on Y-256 '{ 39.74 crore plus advances to be repaid'{ 10.86 crorc plus subsidy to be 
refunded'{ 3.58 crore less advances utili sed in the work'{ 11 .38 crore. 
R.D. Engineer Associates Pvt. Limited, Vadodara. 
Vcdam Design & Technical Consultancy Pvt Limited. 
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should have been synchronised with worki ng capital availability. At the time 
of taking up the order of DOEPL in June 2006, AAGL already had the 
following orders in its order book: 

Table 4.1: Orders already booked by AAGL as on June 2006 

Name of the party Description of vehicle Number Cost 
~in crore) 

Sea Tanker Management Company 12,800 T dwt IMO II Tankers 8 600 
Customs, Delhi GRP vessels 16 120 
Indian Navy Survey vessels 6 600 
Gudami International Private Ltd 3,000 T dwt product carriers 2 34 

Source: Board Minutes of the Company 

Notwithstanding the above orders in existence, no cash flow analysis was put 
up to the Board or insisted by the Board before approving taking up of new 
orders. When DOEPL was considering termination of the contract and 
invoking bank guarantee, AAGL appointed a consultant (I Maritime 
Consultants Private Limited) to review the state of affairs of the Company in 
December 2008. The consultant stated (December 2008) that the orders 
contracted by AAGL were well beyond its technical and fi nancial capabi lity 
and orders were procured at very low rates without considering the viability of 
the pricing and the terms of payment. Thus, the acceptance of a ship building 
contract by the Company without assessing techn ical and financial viabi lity 
resulted in loss of~ 42.80 crore. 

The Management in their reply accepted (August 201 5) that the vessels could 
not be delivered due to lack of technical manpower owing to disinvestment 
process of AAGL in the year 2007. Also, the Company took a lot of efforts 
and initiati ves to complete the work and deliver the vessels on time even by 
incurring additional costs but no progress could be achieved by SSPL. 

However, audit is of the view that AAGL agreed to supply vessel to DOEPL 
ignoring the fact that their own fac ilities at Bhavnagar and Chanch were 
already utilised and the same may not be avai lable for construction of Y- 255 
and Y- 256 vessels. To tide over the problem, the construction of the vessels 
was sub-contracted to SSPL's yard, but cash flow analysis to meet the 
working capital requirement was not done. 

The matter was reported to the Government in July 20 15; their replies were 
awaited (November 20 l 5). 

!Gujarat State Petronet Limited 

4.3 A voidable Extra Expenditure 

T he Company commenced the pipe-line re-routing work without 
receiving the line crossing permission from Indian Oil Corporation 
Limited. As the permission was refused, the Company incurred avoidable 
extra expenditure oft 1.25 crore again in re-aligning of said pipe-line. 

Gujarat State Petronet Limited (the Company) is engaged in the business of 
transportation of natural gas from supply sources to demand centres across 
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i 

the State ·ofl·Gujarat! through its gas transmission pipe-line.network. The 
Amboli-Dah~j pipe-line {ADPL) of 45 Kilometres (kms) is operated by the 
Company si~ce 2001. which crosses river Narmada near Dhanturia village. 
During floods in the:river Narmada (August 2013), the above pipe-line got 
exposed fron!i the Dhanturia bank :i.n Bharuch, which required re-routing of I , 
2.663 kms. I 

' i 

. I .· . ~ 
Based on the detailed .engineering route survey report prepared by. Secon 
Private Limited (SPJL), .the Company's proposed re-routing was crossing the 
mdian OH Cprporatibn Limited (IOCL) pipe-line at one. place near village 
Dhanturiya. As a result, the Company applied (February 2014) for permission 

I 

from IOCL for crossing the pipe-line. The Company without waiting for the 
I . . . . 

permission ~om IOCL awarded. ( 4 March 2014). the construction contract for 
re"'routing th~ pipe-h~e to Mis Punj Lloyd Limited (Punj Lloyd} at a cost of 
~ 16.51 c'rore. T]:ie new pipe-line to be· constructed was to cross river 
Narmada of !which; 2'.1 km section was to be· installed using Horizorttal 
Directional Iprilling 1~ (HDD). technique and remaining sectiQn was to be 
installed as _pei: ons~ore pipe-line laying ip.ethod. However, during work 

· execution;Punj Lloyc;l. realized (April 2014) that the proposed re-routed pipe­
line would ctoss IOGL pipe-line at two more 'locations13

. Accordingly, the 
Company onte again:applied (28 April 2014) forpermission to IOCL for all 
the three cros~ing. s. . . · ' · · · 

I . -- . 
However; I~CL. took Strong exception (May 2014) to the fact that the 
Company stap:ed the; drilling work without waiting for IOCL's permission. 
Further, IOCL showed its concern about crossing of its pipe-line by the 
Company's proposed

1 
pipe-line below the rivet bed and refused to grant the 

crossingperrtj.ission a,s this would pose gr~at risk. They advised re-alignment 
of the Company's pipe-hne. As a resuh, the Company had to pay an 
additional aniount of~ 1.25 crore to Punj Uoydforretrieval(restoring) of the 
pilot already ~Bed, shifting ofHDD rig to the new location and re-pifot hole 
drilling. ! 

.I 

Audit ob~e~ed (February 2015) that the Company without waiting for 
crossing perclission from IOCL, awarded the contract for construction of the 
re-routed pipJ-Hne. This not only posed a grave threat in view of the nature of 
the crossing b~t also led to avoidable expenditure of~ 1.25 crore. 

I ' 

. . . I- I • 

The Managerµent has stated (July 2015) that the work was started without 
waiting for JIDCL permission as the same was rectification work done on an 
emergency b~sis and. not a normal maintenance work and any. delay in 
completion· of work before monsoon could have resulted into restricting the 
operation: of the pipe..:line which in tum could have affected the operations of 
downstream ~ustomets. Regarding SPL's failure to identify the other two 
.locations ofl©CL pipe-line, the Company justified the same by saying that the , I , . • 
field markers iwere washed away dtlrmg flood and land became marshy so the 

1 

12 
HDD is a st~erable trep.chless method of installing underground pipes, conduits and cables in 
shallo.w arc along a prescribed bore path by using a surface-launch!!d drilling rig, with minimal 
impa~t on thf surrounding ar~a. Directional boring is used when trenching or excavating is not 
practical. :_ 1 . , . . ·. . , . 

13 
·(i) Near Dhanduriya Village, Tk. Ankleshwar. and (ii) Near River Bank towards Bhadbhut. 

I I . - - ··- . • 
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other two crossing locations were not physically traceable at the_ ti.me of 
survey. It was stated that pi.pe-line built data was also not shared by IOCL 
with all concerned agencies like Gujarat State Disaster Management Authority 
and hence SPL did not notice the crossing locations. - ·· · · 

The reply is not convincing as IOCL took strong exception to starti,ng of work 
by the Company without its permission. IOCL even warned that in case of any 
sort of damage or disturbance or catastrophic situation, the Company would be_ 
held responsible. Further, SPL in its survey report made no mentioll\ 9.f any 
difficulty faced in identifying crossings due to markers being washed away. 

The matter was reported to the Government in June 2015; their replies were 
awaited (November 2015). 

4.4 Management of subsidy by GUVNL 

4.4.1 Gujarat Electricity Board (Board) was unbundled effective -from 
1 April 2005 into seven separate companies 14

• GUVNL was the holding 
company of the remaining six companies with a paid up share capital of 
~ 8,930.35 crore as on 31 March 2015 held by Government of Gujarat (GoG). 
-OUVNL is responsible for carrying out the functions of trading of electricity 
(purchasing of power from various sources and supplying to the distribution 
companies/licensees), claiming of 'subsidy from GoG and other residual 
functions of the erstwhile Board, not assigned to the remaining six companies. 

GoG gives different kinds of revenue subsidies to agricultural consumers; 
water works consumers, hutments and bastis under different schemes. The 
above revenue subsidies are accounted in the books of the four_ distribution 
companies (DISCOMs) on accrual basis and are claimed by GUVNL from 
GoG on behalf of the DISCOMs and then passed oii to them. The four major 
subsidies given by GoG to GUVNL are Horse Power (HP) based subsidy, Fuel 
Price and ·Power Purchase Adjustment {FPPPA) subsidy and Gujarat 
Electricity Regulatory Commission (GERC) tariff subsidy to agricultural 
consumers and Water Works subsidy to --water works consumers in Gram 
Panchayats. 

As on 31 March 2015, the four distribution companies had 11,85,542 
agricultural consumers with a connected load of 1,36,70,911 HP, of whom 
4,85,144 consumers were unmetered with a load of 67;52,295 HP -and the 
remaining were metered consumers. There -were 32,859 water works 
consumers as on 31 March 2015 who consumed 90.04 million units (MUS) 
during 2014:..15. As on 31 March 2015, ~ 3,611.81 ~rore was outstanding to 

\ 

14 Gujarat State Electricity Corporation Limited (GSECL), Gujarat Energy Transmission Corporation 
Limited (GETCO), Uttar Gujarat Vij Company Limited (UGVCL), Dakshin Gujarat Vij Company 
Limited- (DGVCL), Madhya Gujarat Vij Company Limited (MGVCL), Paschim Gujarat Vij 
Company Limited (PGVCL) and Gujarat Urja Vikas Nigam Limited (GUVNL). 
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GUVNL from GoG in respect of the above four subsidies and also a two times 
subsidy of 50 per cent tariff rebate given to agricu ltural consumers in 201 2-13 
and 2014- 15 on account of delayed and deficient rainfall across the State 
during those years. 

I Scope of Audit 

4.4.2 This Audit was conducted from January 20 15 to April 2015 and 
updated in August 20 15 covering the period 2009- l 0 to 20 14-15 in respect of 
the four major subsidies viz., HP based subsidy, GERC tariff subsidy, FPPPA 
subsidy and the Water Works subsidy to verify the correctness of the method 
of calculation of subsidy, the ari thmetical accuracy of the calculation and the 
timely raising and receipt of claims for subsidy. Two DISCO Ms, PGVCL and 
UGVCL having highest numbers of agricultural consumers (9.42 lakh out of 
11 .86 lakh consumers) were selected for scrutinsing the claims. 

Purpose of subsidy and its accounting 

4.4.2.1 The purpose for which the above mentioned four subsidies are given 
and their accounting are explained hereunder: 

HP based subsidy is given by GoG since the introduction of HP based tariff 
for agricultural consumers in June 1987 to compensate Board/DISCOMs for 
the loss incurred a a result of the HP based tariff15 being lower than 
Board 's/DISCOM's cost to serve the Unmetered Agricultural (UAG) 
consumers. This subsidy was capped by GoG at~ l , 100 crore per annum (p.a.) 
in 1999-2000 based on recommendations of Asian Development Bank. 
Considering this cap, Gujarat Electricity Regulatory Commission (GERC) 
fixed its first HP based tariff fo r UAG consumers at ~ 1,680 per HP p.a. in 
October 2000, which was gradually increased to ~ 2,400 per HP p.a. in April 
2013. In view of the cap every year the GoG releases onl y ~ 1, l 00 crore for 
HP based subsidy. 

Over and above the HP based subsidy, GoG also gives GERC tariff subsidy 
for UAG consumers as GoG does not allow DISCOMs to charge even the HP 
rate fixed by GERC from ti me to time. Since July 2004, GoG has kept the HP 
tariff constant at ~ 665/807.50 per HP p.a. 16 and the difference between this 
rate and the GERC fixed rate from time to time is compensated by the GoG as 
GERC tariff subsidy. 

FPPPA charges are levied on consumers on a quarterly basis to compensate 
DISCOMs fo r the difference in actual fuel price and power purchase cost 
incurred by them on the power so ld to consumers as compared to the fuel price 
and power purchase cost of the base year considered by GERC while fixing 
the energy charges to be lev ied on consumers. FPPPA charges are, however, 
not levied on agricu ltural consumers as per GoG directions (November 2004). 
This non-levy is compensated by GoG by way of FPPPA subsidy. This 

15 HP based tariff is levied on the agricultural consumers based on their connected load without 
reference to their actual consumption as no meters are installed in the premises of such consumers. 

16 
Applicable for the unrnetered consumers having connected load up to 7.5 HP and above 7.5 HP 
respectively. 
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Chapter IV, Compliance Audit Observations 

subsidy is claimed by GUVNL and released by GoG considering normative 
consumption of 1,700 units per HP per annum for UAG consumers and actual 
unit consumption in respect of metered agricultural (MAG) consumers. 

Water works consumers in Gram Panchayats are supplied power free of cost 
since April 1995. The rate chargeable to them as per GERC tariff from time.to 
time is compensated by GoG by way of water works subsidy. 

The calculation and claims of the above subsidies is done through e-Urja (in­
house revenue billing programme). Accordingly, each DISCOM prepares and 
sends monthly/bi-monthly claims to GUVNL which in turn submits the 
consolidated claims of all DISCOMs on quarterly basis for first three quarters 
and finally yearly claims (including 4th quarter) to GoG. GoG makes budget 
provision for release of subsidy on the basis of claims submitted by GUVNL 
for previous years. Accordingly, GoG releases the subsidy in four instaHments 
in a year. Accounting of subsidy on accrual basis is done by DISCOMs as 
soon as claims raised by them are accepted by GUVNL. The figure of subsidy 
outstanding to be received from GoG appears only in the books of GUVNL. 
The DISCOMs in turn show it as receivable from GUVNL. 

The details of amount claimed, received and outstanding iri respect of five 
subsidies (including the one-time agricultural subsidy) for the period 2009-10 
to 2014-15 are given in Annexure 7. Important aspects of the A11mexaare are 
tabulated below: 

Table 4.2: GoG grants for the years 2009-10 to 2014-15 

HP based subsidy Nil 6,600.00 6,600.00 Nil 
FPPPA subsidy 362.94. 8,910.96 6,782.00 2,491.90 
GERC tariff subsidy 108.29 5,183.85 4,803.13 . 489.01 
Water works subsidy 144.93 1,910.14 1,829.91 225.16 
50 per cent tariff subsidy NIL 905.74 500.00 405.74 
for 2012-13 and 2014-15 
Total 616.16 23,510.69 20,515.04 3,6U.fH 

Source: Information provided by GUVNL 

4.4.3 The audit findings in relation to non.,reconciliation of water works 
subsidy, increasing trend in the outstanding subsidy claims from GoG leading 
to loss of interest, and slow progress in metering of agricultural consumers are 
discussed in the succeeding paragraphs: 

Reconciliation of subsidy claim of water works consumption 

4.4.3.1 GUVNL while claiming subsidy for water works showed the units 
assessed and the subsidy claimed for the units assessed. The amount of 
subsidy claimed ought to have been equivalent to the amount which is arrived 
at by multiplying the units assessed with per unit rate of energy charges and 
FPPP A charges. Audit, however, observed that the subsidy to be claimed as 
worked out based on the above formula did not tally with the year wise 
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subsidy actually claimed for water works consumption relating to a ll four 
OfSCOMs as tabu lated below which needs to be reconciled by GUYNL: 

Table 4.3: Reconciliation of water works subsidy 

Year Units assessed Subsidy claimed Subsidy to be claimed (Excess )/Less 
(In MUs) ~in crore) ~in crore) claimed ~ in crore) 

2009- 10 61 2.78 189.47 195.77 6.30 
2010- 11 661. 19 201.31 206.47 5.16 
2011-12 409.49 254.20 147.92 ( 106.28) 
20 12- 13 524.37 349.63 2 13.52 (136.11) 
2013- 14 1,005.98 434.28 421 .60 ( 12.68) 
20 14-1 5 1, 107.88 48 1.25 489.3 1 8.06 
Source: Compiled based on information provided by Company 

The Management/Government stated (July/September 2015) that the 
difference is on account of changes in FPPPA rates and energy rates during 
the year and certain debi t/credit adj ustments made in the subsidy account. 

Audit has worked out the difference after considering month wise energy and 
FPPPA charges hence mid-year change in rates are taken care off. Debit 
/credit adjustments can lead to differences but not to the extent worked out by 
Audit. 

Interest burden on account of delayed release of subsidy by GoG to GUVNL 

Delay in releasing subsidy by GoG during the period 2009-15 resulted in 
interest burden oft 890.51 crore on GUVNL. 

4.4.3.2 ln respect of the subsidy claimed by GUVNL from GoG an amount 
of~ 3,6 11.8 1 crore was outstanding as on 3 1 March 20 15 (Annexure 7). The 
outstanding balance had increased from t 616.16 crore to ~ 3,611.81 crore 
during the last six years as given in the graph below: 

Chart 4.1: Outstanding subsidy balance 

Outstanding Subsidy ~ in crore) 

4000 ~~~~~~~~~~~~~~~~~~~~~~,.......,._,......-

3500 
3000 -1-~~~~~~~~~~~~~~~~-

2500 -1-~~~~~~~~~~~~-'--'--'---'--'~-

2000 +-~~~~~~~~~~~~-
1500 -l-~~~~~~~~~~~~-

1000 -1-~~~~_;;;µ~1-n--~~~~~-

500 
0 

Section 65 of Electricity Act 2003 stipulates that when the State Government 
requires the grant of any subsidy to any consumer or class of consumers in the 
tariff determined by the State Commission under Section 62 (Determination of 
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tariff), the State Government shall, pay in advance, and in such manner as may 
be specified, the amount to compensate the person affected by the grant of 
subsidy. As may be seen from Annexure 7, the subsidy had neither been 
released in advance nor given as and when claimed resulting in accumulation 
of outstanding balances. The delay resulted in interest burden of 
{ 890.51 crore17 to GUVNL calculated at the average bill discounting rate of 
GUVNL of 9.31 18 per cent. GUVNL had working capital borrowings of 
{2,178.11 crore,_{2,979.52 crore and {3,272.27 crore during the last three 
years ended 2013-14, which could have been reduced to the extent of subsidy 
outstanding had the same been received in time. 

Further, each year DISCOMs file petitions before GERC for truing up of 
previous financial year including expenses incurred. While truing up 
DISCOMs incorporate "interest on loan" component which includes interest 
paid on loan taken for working capital. The burden of such interest is 
ultimately passed on to the consumer. Timely release of subsidy could have 
avoided this additional burden of interest being passed on to the consumer. 

The Management stated (July 2015) that subsidy expenditure being a non-plan 
revenue expenditure, adequate budget provision is not being made despite 
GUVNL's. representation for clearance of the outstanding subsidies which 
further cause mismatch in cash flows. To honour the committed liabilities for 
power purchase and debt servicing ·the DISCOMs/GUVNL have to raise 
outside finances for bridging the gap which is adding to the interest burden. 
Government stated (September 2015) that subsidy was being released as per 
budget provision based on available resources and keeping in .view the 
requirement of other social sectors. 

SMw progress i111t metering agricultural consumers 

4.4.3.3 GERC directed (Tariff order 2004) the DISCOMs to complete cent 
per cent metering of aU consumers. GERC reiterated the above directives 
through the tariff orders issued from ·time to time. Audit observed that there 
was no significant improvement in metering of UAG consumers during the 
last five years as tabulated below: 

17 This has been calculated on the year-wise outstanding subsidy balance as depicted in the graph 
above atthe rate of9.3lpercentper annum. Interest:~ 57.36 crore+ ~ 70.03 crore+~ 88.73 crore 
+ ~ 137.38 crore + ~ 226.26 crore + ~ 310.75 crore for the year 2009-10, 2010-11, 2011-12, 2012-

. 13, 2013-14, 2014-15 respectively. 
18 The average cash credit rate of GUVNL is 10.33 per cent and bill discounting rate is 9.31 per cent. 

The lower of the rate has been considered for working interest loss. 
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I 

I 1falbllie ~.4: JP'Jrl[J)gJress l[])f mefoirliilllg agirklllllltunrnn Cl[])l!IlSllllmeirs 
! ] - ' . 

Total Agricultural. 1 2009-10 
I 

i2014-15 consumers (I1,1 nos) 
88,612 66,965 2,21,802 4,37,089 

1,31,941 1,11,506 2,83,395 6,58,700 
MAG consumers I 2009-10 
(In nos) 

I 

I ; 2014-15 
42,777 40,819 65,924 1,77,560 
86,770 85,591 1,29,011 3,99,026 

UAG consumers i 2009-10 
(In nos) I . 2014-15 

45,835 26,146 1,55,878 2,59,529 
45,171 25,915 1,54,384 2,59,674 

Percentage I of 2009-10 tO 
metering I 1 2014-15 

1.45 0.88 . 0.96 Negative 

Source: Information provided by DISCO Ms 
. I . : 

At the end of 2014-15, agricultural consumers of around 34 per cent in 
DGVCL, 2~ per cent in MGVCL, 54 per cent in UGVCLand 39 per cent in 
PGVCL were still unmetered. For the State as a whole 40.92 per cent of the 
consumers !were mnnetered (March 2015). Progress of metering of UAG 
consumers !during the last five years was very slow, i;e. 1.45 per cent in 
DGVCL, o.ls8 per cent in MGVCL, and 0.96per cent in UGVCL. Further, in 
PGVCL nuhiber 0£ UAG consumers increased from 2,59,529 in 2009-10 to 

I • • . . 

2,59,674 inl 2014-15, for which reasons were not made available to audit. In 
2009-10 th~re wen;; 4,87,388 unmetered agricultural consumers in the State 
with a comiected lqad of 63,03,906 HP whereas in 2014-15 the number was 
4,85,144 cqnsumers with a load of 67,52,295 HP. The non-metering has a 
direct impaet on the: subsidy payable as discussed hereunder: 

I . 
DISCOMs fave tw9 types of tariff for a~cuHure ~ector, i.e. metered and HP 
based (unmetered). As per HP based tanff, the entire connected load of UAG 
consumers !is curreµtly charged at the rate of ~ 200 per HP per month i.e. 

· ~ 2,400 periHP p'.a .• irrespective of the actual consumption. As per GoG policy, 
out of the ~foresaid amount_ of~ 2,400 per HP p;a., the .consumer has to pay 
only ~ 665 per HP p.a. (havmg connected load below 7 .5 HP) or ~ 807 .50 per 
HP p.a. ( c~nnecteq load above 7 .5 HP) while remaining HP charges are 

-1 •. 

compensateCl by the GoG in the form of subsidy; Further, the GoG is also ·1 . . .. . . 
extending Tu 00 per cent subsidy towards fuel cost adjustment charges (also . . ... I . 

called FPP~A charges) considering normative consumption of l,700.units per 
HP p.a. of connected load. On the other hand, in respect of tariff for MAG 
consumers, !the units consumed are charged at the rate of 50 paise per unit for 
ordinary cohnection and 70 paise per unit for Tatk:al connection tin March 
2013 after ~hich these rates have been increased to 60 paise and 80 paise 
respective!~. Besid~s, a fixed charge of ~ 10 per HP per month upto March 
2013 and tTu.ereafter ~ 20 per HP per month is also charged from the MAG 
consumers. I The supsidy given to MAG consumers is the fixed charge of 
Z 10/20 per F per month and FPPP A charges on the actual units consumed. 

From the a~ove it may be seen that the tariff for MAG consumers has been 
kept low to I encourage UAG consumers to opt for metering. But the metering 
of UAG coih.sumers :has been very nominally achieved .as the UAG consumer 
bears only dne third of the HP tariff fixed by GERC and rest is subsidised by 
the GoG. I : · . 
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The Management/Government stated (July/September 2015) that in spite of 
several efforts by DISCOMs metering of UAG consumers was not possible 
because of stiff resistance from farmers. 

4.4.4 A review of the calculation and claiming of agricultural and water 
works subsidy by GUVNL from GoG revealed huge outstanding of subsidy 
from GoG and non-reconciliation of water works subsidy. There was nominal 
progress in the metering of unmetered agricultural consumers as GoG 
continued subsidising the unmetered consumers to the extent of two third of 
the HP rate fixed by GERC. We recommend that: 

~ GoG may release the subsidy in time to avoid interest !mrdetn @tn 
GUVNLIDISCOMs arising out of working capital borrowitngs. 

~ GUVNL may ensure installation of meters for all unmetered agrkult01Jral 
consumers and implement the GERC directives. 

4.5 Energy Joss due to excess consumptimn of electriCity by Utnmetered 
Agricultural Cotnsumers 

The excess consumption of electrkiity !by llllnmete.redl ·aglt"nclllliltmr:mn 
consumers as compared! to metered ag!l"iculltmr:mll consumen dluuiiilllg ttlffie 
period 2009-10 1to 2014-15 ftn the fm.1111" DISCOMs of G11JVN!Lr:mJID.gedl Jfrnmm 
5,822.84 MUs 11:@ 7,569.48 MUs every yeai Jresl!ll!tlll!llg ftn an avoiidlalbille p([]rwell" 
purchase cost every year ([]If~ 1,775.97 crnre tto ~ 2,910.75 cJt([JIJre. 

The four power Distribution Companies19 (DISCOMs) have two types of tariff 
for agriculture sector, i.e. tariff for metered consumers and horse power (HP) 
based tariff (capacity based) for unmetered consumers which is explained 
through a Chart 4.2 as follows. 

19 Dakshin Gujarat Vij Company Limited, Paschim Gujarat Vij Company Limited, Uttar Gujarat Vij 
Company Limited and Madhya Gujarat Vij Company Limited. 
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Chart 4.2: Comparison of Tariff structure for UAG and MAG consumers 

I ~•riff srruct urc for agricultural consumers 
Unmctered Agricultural Consumers (UAG): HP based fixed tariff irrespective of actual consumption 
Metered Agricultural Consumers (MAG): Tariff based on actual consumption 

_1 ll'll'n·d \:.:ricul111 ral ( 1111,unH '"' (I 
o. of consumers (20 14-1 5): 4.85 lakh 

Tariff Structure: 
• Fixed charges - 't 2,400 per HP p.a. 

(irrespective of consumption) 
• FPPPA charges 

Payable fixed charges by UAG 
• Below 7.5 HP - 't 665 per HP p.a. 
• Above 7.5 HP - 't 807.50 per HP p.a. 

Government Subsidy 
• Remaining fixed charges subsidy ('t 1,735 

or 't 1,592.50 per HP p.a.) 
• FPPP A subsidy I 00 per cent 

considering I , 700 units consumption per 
HP p.a. 

lmphcatrons. UACi pay fixed amount 
=.,.cspccli\c of consumption of clcctncrty. 

Result: 
• Consumption per HP by UAG was 1,833 

units as against 7 19 units by MAG in 
2014- 15 

• Leads to wastage of electricity as well as 
creates subsidy burden on the 
Government. Probability for excess 
consumption of water also exists. 

\ktl·rcd \l!ril:ultui .ii ( .,u,urr 1 ( I < •• 

No. of consumers (20 14-15): 7.00 lakh 

Tariff Structure: 
• Energy charges - Paise 60 (normal) I 80 

(tatkal) per unit 
• Fixed per HP charges - 't 20 per HP per 

month 
• FPPP A charges 

Payable energy charges by MAG 
• Energy charges on actual units consumed 

Government Subsidy 
• Energy charges subsidy - NIL 
• Full Subsidy for fixed per HP charges 
• FPPPA subsidy - based on actual units 

consumed 

lmphc.at1ons. MAG pay energy charges based 
O'l . t,,11 consumption ofch:ctricity. 

Result: 
• Consumption per HP by MAG was only 

719 units compared to UAG's at 1,833 
units in 2014- 15 

• As payment is linked to consumption, it 
leads to judicious usage of electricity (and 
hence water). 

We compared in Audit the pattern of consumption of MAG consumers and 
UAG consumers as brought out in A nnexure 8. In respect of individual 
DISCOMs, the consumption pattern of UAG consumers to MAG consumers 
ranged from I .47: 1 to 3.94: I as brought out in the Annexure. The table below 
gives the overall picture fo r the additional cost incurred by all the four 
DlSCOMs due to add itional consumption. 
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Tab.le 4.5: Comparative consllllmptiol!ll of agricun!tmral! col!llsunmieirs 

a Total UAG consumers 4,87,388 4,86,940' 4,86,600 4,86,191 4,80,776 4,85;144 

e 

HP load ofUAG 

Total MAG consumers 

HP load of MAG 
Consumption per HP of 
UAG20 consurhers (In 
Units) 

63,03,906 64,01,752 

3,27,080 3,59,524 

30,18,781 33,56,961 
1,953.87 1,625.50 

64,48,045 65,68,566 66,63,847 67,52,295 

4,16,196 5,04,974 5,88,528 7,00,398 

39,66,283 48,51,386 57,92,602 69,18,616 
1,750.58 1,961.64 1,670.23 1,833.25 

f Consumption per HP of 835.58 715.93 755.20 809.26 659.70 719.36 
MAG consumers (In 
Units) 

g Ratio of consumption 
UAGtoMAG 

2.34:1 2.27:1 2.32:1 2.43:1 2.53:1 2.55:1 

Iln Additional consumption 1, 118.29 
by UAG consumers per 

909.57 995.38 1,152.38 ,• 1,010.53 1,113.89 

lk 

HP 
(e-f) 
Total excess consumption 7,049.60 5,822.84 6,418.26 7,569.48 6,734.02 7,521.31 
byUAG (inMUs)(hxb) 
Power purchase rate per 2.87 3.05 3.36 3.61 3.80 3.87 

'Unit{in ~ 
AdditfonaJ cost due tl:o 2,023.241 1,775.97 2,156.541 2,732.58 2,558.93 2,9.10.75 
additimna[ consumptimn 
~in crnre) (h: ]) 

Source: Compiled from information provided by DISCO Ms and GUVNL 

As brought· out in paragraph 4.4.3.3 there was a very slqw progress in 
metering of unmetered agricultural co,nsumers :i.n the last five years as a result 
of which the·additional consumption cpntinues till date. 

Audit observed that due to non-metering of agricultural consumers there was: 

" Excess consumptirnm of energy: As for each HP of connected load, the 
average consumption of UAG consumers for the period 2009-10 to 
2014-15 was more than twice the average consumption of MAG 
consumers resulting :i.n avoidable cost towards additional power purchase 
as shown above. 

o Probable excess consl!llmption of'wateir: There is an inherent tendency to 
draw more water when the consumer has to make fixed payment 
irrespective of the power consumed. 

c:ll Increased! subsidy buiridlen on the State Government: The HP rate 
payable by UAG consumers is constant at~ 665 or~ 807.50 per HP p.a. 
since July 2004 and the differential amount was subsidised by GoG as 
GERC tariff subsidy. The HP rate fixed by GERC for the UAG consumers 
since October 2000 was high enmigh to recover a tariff of 99 paise to 141 
paise per unit even if they consumed the normative consumption of 1, 700 

20 In absence of meters in UAG consumers their consumption has been arrived at by reducing from the 
units sent out.from each feeder the applicabl~ transmission and distribution losses and the metered 
units. The consumption so derived has been divided by the total UAG load to arrive at the per HP 
UAG consumption. 
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units per HP per annum(~ 1,680 per HP and~ 2,400 per HP/1,700 units). 
As the UAG consumer bears only one third of the HP tariff he pays only 
39 or 48 paise per unit for the normative consumption of 1,700 units 
(~ 665 and~ 807.50 per HP/1,700 units per HP), leading to a burden on the 
State Government for subsidy. Also, as the UAG consumer pays lesser 
amount than the subsidised MAG tariff (60 to 80 paise per unit) there was 
no incentive for the UAG consumers to opt for metering. 

GUVNL/GoG needs to take urgent steps to ensure metering of UAG 
consumers as directed by GERC in 2004 to avo id wastage of scarce energy 
resources. 

The matter was reported to the Management/Government in October 20 15; 
their replies were awaited (November 20 15). 

lPaschim Gujarat Vij Company Limited 

4.6 Avoidable Extra Expenditure 

The Company incurred avoidable expenditure of ~ 1.39 crore due to 
failing to procure materials at lower cost by invoking the repeat order 
clause of existing contract. 

The Company placed (September/October 2011) purchase orders on Prakash 
Re-roller Private Limited (PRRPL) for supply of 11 ,200 MT21 of steel items at 
a total cost of ~ 46.95 crore for meeting the requirement of various 
electrification schemes, fabrication and network maintenance works. The 
clause 14 of the purchase order stipulated that the Company reserved the right 
to place repeat orders/ additional orders up to 25 per cent of the original 
quantity of the order at the same prices, terms and conditions stipulated in the 
original contract during the contractual delivery period. As per the delivery 
schedule, the supply was to be completed by 15 May 20 1222/5 June 20 1223

. 

The Company initiated (February 2012) the tender process for procurement of 
16,025 MT24 of steel items for similar requirements as stated earlier while the 
delivery against previous order was in progress. The trend of steel prices was 
on the rise during the period from Apri l 2011 to February 20 12 as evidenced 
from published market prices. The price bid opened in March 2012 was on the 
higher side. Considering the rising price trend, a belated proposal was made 
(Apri l 20 12) to the Competent Authority for placing repeat order for procuring 
additional quantity of 25 per cent against the previous order. However, the 
Competent Authori ty approved to place repeat order for procuring additional 
quantity of only 700 MT of MS Angle 65x65x6 mm on PRRPL to meet 
routine requirement on the plea that the tender process initiated in February 
2012 was already over for the placement of orders. Based on the offers 

21 

22 

23 

24 

MS Angle 65x65x6 mm-9,700 MT, MS Flat 50x6 mm-430 MT, MS Round 16 mm2- l ,070 MT. 
MS Angle 65x65x6 mm. 
MS Flat and MS Round Bar. 

MS Angle 50x50x6 mm- 1,725 MT, MS Angle 65x65x6 mm- 10,760 MT, MS Flat 50x6 mm-1 ,450 
MT, MS Round Bar 16 mm2

- 1,460 MT, MS Channel I 00x50x5 mm- 630 MT. 
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receivedin new tender, orders were placed for 16,025 MTs of steel items on 
eight firms in May 2012 even while the old order was. still in progress. 

Audit observed that as p~t clause 14 .of the earlier order, the Company could 
have purchased 25 per cent of the original order quantity for the three items25 

i.e 2,800 MTs through repeat order against which it placed· (1 May 2012) 
repeat order for only 700 MT of MS Angle 65x65x6 mm. The purchase order 
for new tender was also placed (21 May 2012) with PRRPL itself at higher 
rates: The difference in the prices of these three items in the new tender was 
higher by~ 6,465 to~ 7,380.67 per MT leading to an avoidable expenditure of 
~ 1.39 crore 26

. 

The Management/Government in their reply stated (June/July 2015) that the 
Competent Authority decided to procme 700 MT of MS Angle 65x65x6 mm 
in view of urgent requirement. It also stated that the repeat order clause is 
generally exercised to procure shortfall of requirement and delay in next 
tender but it cannot be used for hedging the price. 

The reply is not convincing as the spirit of insertion of th~ clause is to enable 
the Company to procure :n:nore quantity in case requirement arises and an 
increasing price trend was on record with the Management. Therefore, the 
contention that the material was not required at that t~me is not acceptable. The 
Management is expected to safeguard its financial interests, which in the 
instant case was not done. 

4. 7 · Infruu:tuous expenditure on metro project undertaken without approval 
and in violation of procedures 

4. 7.1 The concept of Metro-Rail bonnectivity between Ahmedabad and 
Gandhinagar was under consideration. by Government of Gujarat (GoG) from 
2005. The project report originally. prepared by DMRC27 (2005) and the_ 
proposed route was deliberated at various levds of the GoG and the following 
route was finalised (June 2012) by the Committee of Ministers: 

25 2,425 MT of MS Angle 65x65x6 mm, 267.5 MT of MS Round Bar 16 mm and 107.5 MT of MS 
Flat 50x6 mm. 

26 Difference in price for MS Angle 65x65x6mm X difference in quantity for repeat order which is 
25 per cent of the original q{iantity less 700 MT at~ 6,465 X 1,725 = ~ 1,11,52,125; Difference in 
price for MS Round Bar 16 mm and MS Flat 50x6 mm X 25 per cent of the original quantity 
~ 7,380.67X (267.5+ 107.5) = ~ 27,67,751. The total difference works out to be~ 1.39 crore. 

27 Delhi Metro Rail Corporation. . 

85 



Audit Report (PSUs) for the year ended 31March2015- Report No. 1 o/2016 

Table 4.6: Route fi nalised by the Committee of Ministers 

SL Section Name Leoe:th in Km) (Broad Gaue:e) No. of 
No. E levated Undereround Total Stations 
I Line I A: Ahmedabad Electrici ty 23. 10 nil 23. 10 16 

Company (AEC) to Akshardham 
(Phase I) 

2 Line IB: AEC to Agricultural nil 20.70 20.70 13 
Produce Market Committee 
(APMC) (Phase Il ) 

3 Line 2: Mahalaxmi to Ranip 8.70 1.30 10.00 8 
(Phase II) 

4 Line 3: Civil Hospital to Jamalpur 13.60 3.80 17.40 9 
(Phase II) 

5 Line 4: AEC to Airport (Phase I) 6.20 nil 6.20 3 
6 Line 5: CH-3 to Mahatma Mandir 3.63 nil 3.63 2 

(Phase I) 
Total (Rounded to the nearest 55 26 81 51 

decima l) 
Source: Project report of BARSYL 

For the purpose of the implementation of the project and effective 
coordination, Metro Link Express for Gandhinagar and Ahmedabad Company 
Limited (MEGA Company) was incorporated by the GoG in February 20 l 0 
and a High Level Comrnittee28 was constituted in August 2011 for effective 
coordination and implementation of the Metro Project. Based on the above 
route finalised, the new Draft Project Report (DPR) was prepared by 
BARSYL and six other consultants in August 2012. The DPR was approved 
by the Board of Directors (BoD) of MEGA Company in December 2012. The 
estimated cost of the project as per the DPR was~ 15,789 crore. 

The High Level Committee suggested (July 2013) to revise the above DPR so 
as to cover areas in and around Ahmedabad city viz., Motera-Memco, APMC­
Visat Extension and Vadaj- Memco in Phase-I. It was also proposed that Phase 
I would be completed by 2018 and then metro connectivity to Gandhinagar, 
GIFT City, Airport and other places would be covered in subsequent phases. 
In Phase-I GoG approved two corridors viz., (i) North South Corridor and 
(ii) East West Corridor with a total length of 35.2 kms (approx.) including 
28.2 kms elevated and 7.0 km underground having 32 stations along the route . 
The DPR for the revised Phase I was prepared by DMRC with a project cost 
of~ 10,773 crore and approved by GoG and Gol (April 2014 and November 
2014 respectively). The BoD accorded (5 March 2015) its approval for 
conversion of MEGA Company into a Joint Ownership (50:50) Special 
Purpose Vehicle between Gol and GoG. In the revised Phase I, General 
Engineering Consultant for Ahmedabad Metro Rail Project, Detailed Design 
Consultants for other works have been selected and the work has since started 
(May 2014). 

28 
Princ ipal Secretary, UD&UHD as Chairman and I 2 members - Chairman (MEGA), Municipal 
Commissioner (Ahmedabad), Chief Executive Authority (Ahmedabad Urban Development 
Authority), Chief Executive Authority (Gandhinagar Urban Development Authority), 
Superintendent of Police, Gandhinagar, Dy. Commissioner of Police (Traffic-Ahmedabad), 
Municipal Commissioner (Gandhinagar), representatives of ORM (Ahmedabad), representatives 
from Torrent Power/UGVCL, representatives from BSNL, representatives from GIFT Co. Ltd. and 
representatives of other uti lities viz Gas, Telecom etc. stationed in Ahmcdabad/Gandhinagar (as 
may be invited by the Chaim1an). 
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Even before the DPR was prepared (August 2012) by BARSYL and approved 
by the BoD (December 2012); the MEGA Company started issuing 
purchase/work orders for the same from June 2011. A total of 1,868 orders 
were issued {June 2011 to September 2013) at a total cost of { 583.89 crore 
out of which 672 work orders (valuing { 200.68 crore) regarding planning, 
alignment, designing, consultancy services and material procurement were 
issued before the approval of DPR by BoD and remaining 1, 196 work orders 
(valuing { 383.21 crore) regarding earth filling materials, casting yard, 
construction of diaphragm and retaining wan etc., were issued after the 
approval of DPR by BoD but before approval of project report by GoG and 
GoI. Except the general orders for planning, alignment and designing, all the 
other orders were for the depot sites of Motera, Indroda and Chiloda. For this 
phase, the GoG infused (May 2011 to March 2014) Share Capital of 
{ 1, 100 crore in the MEGA Company and the Company further arranged loan 
aggregating to { 466 crore from Vijaya Bank (Z 250 crore), Punjab National 
Bank ({ 116 crore) and United Bank of India (Z 100 crore) in March and June 
2013. 

The above Works were stopped in September 2013 as a consequence of the 
change in routes and the Company had incurred expenditure of { 445.86 crore 
tiH March 2015 on the above abandoned phase. We reviewed 811 wo:i;k orders 
(earth filling work - 352, labour work - 258, design/planning - 24, material -
142 and retaining wall- 35) valuing { 388.66 crore covering the above qreas. · 

Purchase nu1n1u1l and purchase policy 

4. 7.2.1 As per the documents available on record, there was no approved 
purchase manual, purchase procedure or delegation of powers for issue of 
purchase orders and work orders from June 201.1 to September 2012. ·.ill 
September 2012, the BoD of MEGA Company approved adopting the 
purchase procedure of Gujarat State Petroleum Corporation Limited. (GSPC). 
The procurement manual of GSPC laid down the following procedure for 
procurement of goods and services: 

Table 4.7: Piroceirlluure for procUJ1.rement as·peir GSJPC procurem.ennt mamnall 

Less than $ 500 Without any formal enquiries 
More than$ 500 but less than$ 50,000 Purchase agaillst Hand Quotations from 

minimum three suppliers · 
More than $ 50,000 but less than $ 5,00,000 Limited Tender from pre-qualified suppliers 
More than$ 5,00,000 Global Tenders 
Source: GSPC Procurement Manual 

Out of total 1,868 work orders, 494 work orders (valuing { 170.82 crore) 
regarding planning, alignment, designing, consultancy services and material 
procurement were issued before adopting GSPC procurement manual. and 
remaining 1;374 work orders (valuing { 413.07 crore) regarding earth filling 
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materials, casting yard, construction of diaphragm and retaining wall etc., 
were issued after adopting GSPC procurement manual. 

We reviewed 165 orders valuing~ 101.72 crore (ranging from~ 2. 12 lakh to 
~ 738.65 lakh) issued prior to September 20 12 and 646 orders valuing 
~ 286.94 crore (ranging from ~ 1.53 lakh to~ 910 lakh) issued after September 
20 12. We observed that prior to September 2012, 88 orders valuing 
~ 68. 17 crore were issued by inviting quotations from local suppliers and 
77 orders valuing ~ 33.55 crore were issued on nomination basis. It was also 
observed that after September 2012, 201 orders ranging from~ l.53 lakh to 
~ 456.65 lakh were issued on nomination basis though as per the GSPC 
manual only contracts up to ~ 30,000 could be issued on nomination basis. 
Further after September 2012, 445 orders ranging from ~ 4.20 lakh to 
~ 910 lakh were issued by inviting quotations from local suppliers. As per the 
GSPC manual only orders up to ~ 30,00,000 (Approximate ly) can be issued 
through hand quotations from three suppliers. However, Audit observed that 
the Company had issued 343 orders valuing ~ 242.63 crore (ranging from 
~ 30.17 lakh to~ 9 I 0 lakh) by inviting quotations from local suppliers . 

The Management/Government replied (September 2015/November 2015) that 
from September 20 13 onwards, the new Management of the Company is 
fo llowing the eve guidelines for all the procurements and the same are based 
on laid down delegation of powers through a transparent open tendering 
system. It was further stated that the Company takes care of provisions 
regarding security deposit/performance guarantee/liquidated damages to 
ensure timely completion. Further, they had also initiated action against the 
officials responsible for the issue raised in audit for period prior to September 
201 3. 

Estimation of requirement in work orders 

4. 7.2.2 The Company had not estimated the total requirement of cement, 
sand, murrum, rubble, boulder, grit kapchi, metal, steel etc. , before placing 
procurement orders nor the work required to be executed before placing orders 
fo r labour contracts, earth filling work or other civil works. The orders for 
material procurement did not specify the s ite at wh ich the delivery of procured 
material had to be made or at which s ite the work was to be executed. The 
orders other than design contracts which were given on nomination basis were 
split into orders of varying value; the range of which is tabulated below: 

Table 4.8: Orders other than design contracts split into smaller values 

Nature of Period of contract Number Monetary Total order 
contract of orders range of orders value 

issued ~in Lakh) ~in crore) 
Material June 20 12 to April 2013 142 4 to 381 120.60 
Earth filling Apri l 20 13 to July 20 13 352 4.20 to 196.9 1 176.80 
Labour January 2012 to May 20 13 258 1.53 to 9 .76 20.34 
Total 752 317.74 

Source: Compiled from mforma11on provided by the Company 

As seen from the table, 752 orders were issued for a total value of 
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~ 317.74 crore ranging from~ 1.53 lakh to~ 381 lakh in respect of individual 
orders. No justification was· on record if or such high variation in the orders. · i 

' ' 

The Management/Governnient in their reply {September/November 2015) 
accepted the facts for work done prior to September 2013. 

Reasonability ·of rates for ·awarded works 

4. 7.2.3 In absence of proper purchase procedure, :the reasonability of the 
rates at which the above contracts were awarded could not' be vouchsafed in 
Audit. In respect of earth fining contracts and construction of retaining wan,· 
which were awarded by caUing limited number oflocal suppliers, we observed 
that the contracted rates were high~r (31.25 per cent to 374.58 per cent) than 
the prevalent schedule of rates (SOR) of the Roads and Building Department. 
ill respect of 311 orders awarded duri:µg February 2013 to July 2013 under th~ 
above categories, the cost was higher py~ 40.16 crore29

. In respect of material 
procurement contracts for period prior to January 2013, such comparison 
could not be made in Audit as the rate was inclusive of loading; tr~nsportation 
and unloading and therefore could not be compared with SOR rates which 
were only for material. 

The Management/Government replied (September/November 2015) ·that dJ,e 
BoD had constituted (September 2013) a .Committee of Approval- to review 
approvals/sanctions and take appropriate decisions. Further, the Management 
constituted (December 2013) a Technical Unit {TU) headed by a Chief 
Engineer of the R&B Department to. render technical advice. The Company 
has decided to make recovery according to Reasonable Rates (RR) by 
applying the rates throughout the contract. Eight agencies engaged by the then 
management of the Company for retaining wall have filed an arbitration 
petition in Public Work Contract Dispute Arbitration Tribunal, Ahmedabad; 

Distribution of quantity ammng work orders 

4. 7.2.4 In · absence of a dear cut purchase policy there was no 
rule/provision for quantity allocation between parties. . There; was wide 
variation. in quantity distribution among· individuals in the same order as weU 
as different orders. The quantity distribution in respect of material 
procurement is tabulated below: 

29· . Earth filling - ~ 33.52 crore and Construction ofretaining wall - ~.6.64 crore, 
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Table 4.9: Quantity distribution in respect of material procurement 

Name of Number Period of orders Total Order Range of quantity Total value of 
Material of Orders Quantity distribution orders ~ in crore) 

Boulder 25 June 20 12 and September 75, 150 BrassJu 150 to I 0,000 
20 12 

Rubble 11 September 2012 and 66,200 Brass 500 to 14,000 
October 20 12 

Sand 12 July 2012 59, 100 Brass 3,800 to 6,300 
Cement 9 July 20 12 1,32,500 Bag 2,600 to 40,000 
Matipuran 24 August 201 2, September 6,53,750 cu m 7 ,500 to 1,25,000 

20 12 and January 2013 
Grit Kapchi 4 July 2012 1,595 Brass 30 to 1,000 
RMC" 18 October 20 12 to April 2013 51,980 cum 975 to 4,650 
Steel 38 July 2012 to July 2013 3, 182. 16 MT 9 to 466 

Source: Compiled from mformat1on provided by the Company 

No justification was on record for allocation of different quantities among the 
various parties. 

Quantity allocation to ineligible parties 

4. 7.2.5 We also observed in respect of six32 parties that the Gujarat 
Commercial Tax Department had cancelled their Taxpayer Identification 
Numbers (TIN) during the period March 201 2 to April 2013. However, the 
Company had issued orders of~ 24.89 crore to these Companies even after the 
cancellation of TIN . 

As per prevailing practices in Government Companies, purchase orders are not 
awarded to firms not having TIN as payment of invoice value with tax to a 
party with registered TIN only can ensure that the tax amount reaches the 
Government. 

The Management/Government m their reply (September/November 2015) 
accepted the fact. 

I Execution of orders 

4. 7.3 The Company did not have a system of maintaining measurement 
books for works done or stock registers for materials procured other than 
cement and steel. As the orders placed also did not specify where the material 
was to be delivered or work to be done, Audit could not vouchsafe the 
expenditure of~ 445.86 crore booked in the accounts up to March 201 5 in 
respect of these contracts. However, the fo llowing were observed in respect of 
the execution of works: 

Policy for grant of mobilisation advance 

4. 7.3. 1 Mobilisation advance was mainly given in contracts for fabrication, 
consultancy, planning & review, retaining wall construction and agency 

30 

31 

32 

I brass = 4.528 metric tonne. 
Ready Mix Concrete 

Mahir Mehta Steel Traders Pvt. Ltd., Sinni Steel Pvt. Ltd., Kaizan Technowizard, Strength 
Construction, Ultra Power Infrastructure and Span Technowizard . 
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Chapter IV, Compliance Audit Observations 

contracts. In the 50 orders that we test-checked in Audit, it was observed that 
the mobilisation advance given ranged from 10 to 30 per cent. Due to 
stoppage of work, an advance of ~ 23 .12 crore was pending for recovery in 
case of 39 orders. 

For the purpose of executing certain works like casting yard, depots, building 
works, bridges etc., the Company awarded four agency contracts33 called 
engagement mechanism contracts. These agencies could hire sub-contractors 
for execution of the works and recover the cost of the works along with project 
management charges from the Company. The agencies were also entitled-for 
mobilisation advance ·at 10 per cent of the works contracts awarded by them. 
The formal engagement mechanism contracts awarded to HJ?L, HSWCL, 
BRCL and W APCOS were not available on record. In respect of HPL, 
HSWCL and BRCL adhoc mobilisation advance of~ two crore each was 
released without any work contracts being submitted by them. W APCOS was 
released mobilisation advance of~ 12.71 crore, based on two works contracts 
of ~ 151.99 crore awarded by them. Recovery of the above amount of 
~ 18.71 crore released (March 2013 to August 2013) to the four engagement 
mechanism contractors was pending for recovery (September 2015). 

The Management/Government replied (September/November 2015) that the 
Company has initiated recovery of advances wherein slight progress has been 
made. H was further stated that in case of W APCOS an arbitrator has been 
appointed and hearing is going on. 

Maintenance of stock registers for materials 

4. 7.3.2 Audit observed that no stock register in respect of sand, matipuran, 
rubble, boulder; grit kapchi and metal was maintained in respect of which 
orders worth~ 78.70 crore were placed during the period from June 2012 to 
January 2013. Further, there was no record of quantity received and/or 
quantity consumed. During test check in Audit, it was observed that in respect 
of cement, 1,32,500 bags worth ~ 3.38 crore were ordered and paid (July 
2012) based on certificate of receipt, but details of only 2,650 bags were 
mentioned in the stock register. No record of the receipt and utilisation ofthe 
remaining 1,29,850 bags of cement valuing~ 3.22 crore was available. 

The Management stated (July 2015) that it is initiating departmental action 
against the concerned officials in respect of the material items of cement, sand, 
metal, matipµ,ran, rubble, boulder and grit kapchi by issuing· show cause 
notice. 

In respect of reinforced bars, out of 2,579 MTs certified as received and paid 
for, 1,783 MTs were shown as consumed in the work and 30 MTs was sold as 
sg{ap. However, the details of the remaining quantity of 603 MTs were not 
available on record. It was also noticed in Auditthat the shortage of 603 MT 
valuing~ 2.62 crore was in respect of six vendors34

. The Company has filed an 

33 Hindustan Prefab Ltd (HPL), Hindustan Steel Works Construction Ltd (HSWCL), Bridge & Roof. 
Companylndia Ltd (BRCL) and Water & Power Consultancy Services (W APCOS). · 

34 Riddhi Steel Corporation, Mahir Meta Steel Traders Pvt .Ltd., Sinni Steels Pvt. Ltd., Riya 
Enterprises, Varahi Sales Corporation and Avani Enterprises. 
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I 
I 

FIR (Decetjiber 2014). against some· officers.of the Company for the same. In 
absence ofl proper stock records and registers the actual receipt, issue and 
balance of stock could not be vouchsafed in audit. . 

I I : . .' 
The Management/Government (September/November 2015) stated that the 
show caus9 notices' have been issued to concerned officials and also major 
penalties were imposed in many of the cases in addition to the criminal actions 
initiated ag~inst many officials. 

I 
I 

Adeq1uui:y in the terms lfKJnd conditimns of the work orders 
I ' . I , 

4. 7.3.3 Audit observed that: 
I 
I 

0 The material orders issued in respect of cement, sand, rubble, matipuran, 
boulder,I rubble grit kapchi, steel, and metal did not specify where the 
material[ had to be delivered. 

· 0 Out of ~he 811 : orders test checked in Audit, 806 orders did· not have 
provisiop for sedurity deposit or bank guarantee or penahy clause for Iion­
perform~nce. 

I 
© In 258 *bour contracts awarded for~ 20.34 crore during the period July 

2012 to IMay 20:13, the orders did not mention where the work had to be 
done, what was the nature of the work, or how the labour rate was worked 
out. n w~s also not clear how the labour contractors were selected. 

I 
. I . . . . . 

Thus, the qompany had not included even basic terms and conditions like 
place of deJivery, security deposit and bank guarantee clause and place of 
work in matbrial and labour contracts. To that extent the terms and conditions 

I . 

were inadequate. 
I 

. i ' . . . . 
The Managdment replied (July 2015) that it was initiating departmental action 
against the lconcem~d offi_cials ~n r~spect of the above labour work The 
Management/Government m therr reply (September/November 2015). have 
also acceptef the ob~ervation for works done up to August 2013. · 

Unilateral~~ductimi in credit period for payment 
I , . . 

I . 
4. 7.3.4 Audit observed that: 

I 
j .• I ·~ . . . 

In respect of steel procurement worth ~ 2.41 crore though the approval 
· note stated the t~rms of payment to be within seven days of delivery, the 
order is~lied stated it as payment against deli.very. The Company therefore 
had unilrterally foregone the available credit period of seven days. 

In respebt of metal procurement though quotation submitted by the lowest 
bidder. r~quired payment within 15 days from delivery, the order required 

· payment within; one or two days of invoice submission. The Company 
had unil

1

aterally foregone the credit period of 13 days for the amount of 
~ 9.10 crore. · · 

Similar!~ in case of rubble, as per the quotation received from the lowest 
bidder, ~aymenti was to be made within 30 days from delivery. This was 

I . 

I 
I 
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changed in the order to payment within seven days of delivery. 
Resultantly, Company lost credit period of 23 days for the amount of 
~ 12.84 crore. 

Thus there was promptness m payment despite inadequacy m terms and 
conditions of work orders. 

4. 7.4 . A total of 700 vouchers relating to planning & review, consultancy, 
rubble, cement, matipuran, sand, grit kapchi, TMT bars, boulders, earth 
filling, labour etc., were test checked in audit. 

fu respect of material procurement and earth filling contracts, payment was 
released based on the certificate35 of quantity receipt and value given by the 
Sr. Manager Construction. The certificate did not mention the truck number 
through which the quantity was received or the place where it was received. 
As per the standard operating procedure prescribed by the Company (March 
2012) for payments, even copies of signed measurement books, progressive 
sheet of payment were not mandatorily required to be attached with the 
invoices. 

Audit further observed that pre audit of invoices was not compulsory and 
hence was not done in any case. It was also observed that whHe making 
payment in respect of labour contracts the Company had not ensured the 
attachment of abstract sheets showing the place where the work was carried 
out, name of site and number of labourers engaged in the work. The payments 
were made on the basis of quantity and rate mentioned by the contractor. · 

The above deficiencies went unnoticed due to the weak internal controls in the 
system. 

4. 7.5 The Company availed (28 March 2013) loan of ~ 250 crore from 
Vijaya Bank at the interest rate of 12 per cent per annum, ~ 116 crore from 
Punjab National Bank (29 June 2013) at 11.50 per cent per annum and 
~ 100 crore from United Bank of India (29 June 2013) at 11 per cent per 
annum for fmancing the Metro. project as initially proposed. fu view of 
cancellation (September 2013) of the ·earlier proposed Phase-I, the said loan 
was repaid (November 2013). We observed that as on March 2013 the 
Company was having~ 235.82 crore36 in fixed deposits and~· 80.87 crore37 in 
current accounts. Further, the loan received from the banks was .also deposited 
in fixed deposit with the same banks at interest rate lower than: the· interest 
paid on availed loan. This resulted in avoidabkinterestloss of~ 12.93 crore 

, . 
35 The· standard format of certification was "This is to certify that goods, materials, items mentioned in 

the invoices are received as per purchase order and as per requirement. Pa)'ment claimed in the 
invoice is in line with the required standards. Hence the invoice is recommended for payment". 

36 Central Bank of India, ICICI Bank, Indian Overseas Bank, ·United Bank of India ('{ 50 crores in 
each bank), State Bankoflndia and Bank oflndia ('{ 35.82 crore). 

37 SBI ('{ 61.40 crore), ICICI Bank('{ 18.83 crore) and Axis Bank('{ 0.64 crore). 
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during April 2013 to November 2013 in view of the fact that project was yet to 
be approved and GoG fund was already available for incurring expenditure. 

The Management/Government replied (September/November 2015) that the 
new management of the Company, upon taking over the charge of the 
Company, has reviewed the issue and repaid the term loans in November 2013 
to discontinue the loss. 

I Infructuous expenditure 

4. 7. 6 The Company incurred an expenditure of ~ 445.86 crore towards 
alignment & planning expenditure, construction of depots & bridges, casting 
yard, rolling stock, protection wall and survey & data collection for the old 
Phase I which was subsequently scrapped. Out of the above expenditure, an 
amount of ~ 373.62 crore was incurred towards various kinds of expenditure 
in the three sites at Motera, lndroda and Chiloda which were to be used as 
depot, casting yard and test track site. In the new Phase I route, these three 
depots do not figure in the approved route and for the purpose of depot, 
casting yard and test track, the sites of Vasna and Apparel Park have been 
approved. Therefore, the expenditure on the earlier three sites is likely to be 
infructuous. 

Picture 4.1 Picture 4.2 

9 July 20 15 9 July2015 lndroda 

Picture 4.3 

(Showing works done in three depots) 
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The Management/Government stated (September/November 2015) that the 
sites at Motera, Chiloda and Indroda will be used in the subsequent phase 
when connectivity to Gandhinagar wiU be given .. The land at Motera has been 
acquired (March 2015) and the same will be utilised for property development. 
The expenditure incurred on utility shifting and earth filling will not be 
infructuous as the sites would be used in Phase H. 

The reply is not convincing because at Indroda and Chiloda though 
expenditure has been incurred no land is in the possession of the Company. 
Further, Audit observed that the BoD in September 2015 has resolved that out 
of an amount of { 527.88 crore lying under capital work in progress, 
{ 355.80 crore pertainiiig to the old phase should be taken out of the Balance 
Sheet by March 2016. This shows that the major expenditure pertaining to the 
scrapped phase will not remain in the books of accounts after March 2016 and 
thus would be infructuous. 

4. 7. 7 The Company had awarded 1,868 work orders for the eadier phase of 
metro project which was subsequently scrapped. The work of earlier phase 
was stopped in September 2013 due to non receipt of approval from Go I and 
GoG and expenditure of { 445.86 crore was incurred on the abandoned phase 
upto March 2015. 

The Company incurred an expenditure of { 373.62 crore on the development 
of Indroda, Motera and Chiloda site under the earlier phase without the 
approval of DPR. As the earlier phase was scrapped and the expenditure : 
incurred could not be used in the. new phase under progress, it resulted in 
infructuous expenditure of{ 373.62 crore. 

~ The Company may ensure that projects are not uuuiertalken· wWfwlJllt 
proper approval of DPR as non-approval can render ilnfrlJlli:tlJllolJlls 
expenditure incurred on areas not approved. 

/' 
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J Statutory Corporations 

J Gujarat State Road Transport Corporation 

4.8 Public Private Partnership (PPP) projects in GSRTC 

J Introduction 

4.8.1 Gujarat State Road Transport Corporation (Corporation) was 
incorporated on 01 May 1960, under Road Transport Corporation Act, 1950 to 
provide adequate, safe, effi cient, economical , comfortable and properly 
co-ordinated road transport facilities to the travelling public all over the State. 
The Corporation is under the administrative control of the Ports and Transport 
(P&T) Department of the Government of Gujarat (GoG). GoG authorised 
(October 2005) Gujarat Industrial Development Board (GIDB) along with 
P&T Department and Infras tructure Leasing & Financial Services Limited 
(IL&FS) to finali se the terms of proposal for adoption of Public Private 
Partnership (PPP) mode to modernise its transport infrastructure by improving 
ex isting bus terminals/constructing new bus terminals subject to approval by 
the Board of GIDB. Based on the proposal submitted by IL&FS, GIDB 
approved (December 2005) undertaking studies for development of seven bus 
terminals38 as identified by the Corporation in the first phase. The Corporation 
appointed (February 2006) IL&FS as the consultant for conducting the survey 
in these seven bus-stations, preparing the request for proposal (RFP) 
documents, carrying out the tenderisation process and scrutiny and evaluation 
of the tender documents. 

PPP model and the cost benefit envisaged 

• The PPP mode approved and adopted envisaged granting of ri ghts to 
selected private developer (Concess ionaire) to develop two distinct 
facilities, viz., the Bus Terminal Facility (BTF) and the Commercial 
Facility (CF) on build, operate and transfer (BOT) basis at the 
Corporation's existing bus stations premises against the payment of one 
time lump sum concession fee to the Corporation. 

• The concession period for BTF would be 3 1.5 years during which the 
Concessionaire should construct BTF within a period of 18 months as per 
the specifications of tender conditions and would operate and maintain 
BTF for the remaining period. 

• Further, the Concessionaire would construct CF within the BTF area and 
the CF would be given on lease for commercial purpose by the 
Corporation through entering into lease agreements with lessees in which 
the Concessionai re would be confirming party. The period of lease of CF 
would be 90 years against consideration consisting of one time lump lease 
premium payable to the Concessionaire and nominal annual lease rent 
payable to the Corporation by the lessees. 

18 Central Bus Stand (Vadodara), Makarpura (Vadodara), Geeta Mandir (Ahmcdabad), Subhash 
Bridge (Ahmedabad), Adajan (Surat). Lambe Hanuman (HQ premises - Surat) and Modhera Cross 
Road (Mehsana). 
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• ln addition to the receipt of lump lease premium from the developed CF, 
during the concession period, the Concessionaire would get revenue from 
advertisement, parking fees and users charges for the various facilities 
developed within the BTF area. 

• The Corporation would also get the financial benefit in the form of 
receipts of lump sum concession fee, annual lease rents and saving in the 
cost of construction of modern BTF and operation and maintenance 
(O&M) ofBTF during the O&M period. 

The bidders for the project were selected based on the evaluation of their 
technical and financial capabilities, project proposal39 and the maximum 
concession fee offered to the Corporation. During August 20 10 to May 2011 , 
the Corporation entered into Concession Agreements (CAs) with two selected 
bidders for six out of the seven bus stations. The construction of two BTFs at 
Central Bus Stand (Vadodara) and Makarpura (Vadodara) was completed 
(February 2014). Construction of four BTFs at Geeta Mandir (Ahmedabad), 
Subhash Bridge (Ahmedabad), Adajan (Surat) and Modhera Cross Road 
(Mehsana) was in progress and one project at Lambe Hanuman (Surat) was 
not been taken up (March 2015). Details of all the six projects taken up in the 
first phase under PPP are given in Table 4.10 of paragraph 4.8.3. The 
Corporation had also identified (March 2012) 1440 more Bus Terminals which 
were under bidding process (March 2015). 

Under the PPP structure envisaged by the Corporation, in return for giving 
commercial right to private developers on its existing land it got a modern bus 
terminal facility with free maintenance for a period of 30 years and also a 
lurnpsurn concess ion fee. The photographs of two completed bus stations are 
shown below: 

39 

40 

CBS, Vadodara 

Showing conceptual layout, quality assurance plan, innovation in design, project implementa tion 
schedule and operation & maintenance plan. 
Bhavnagar, Amreli , Rajkot, Surendranagar, Bharuch, Bhuj, Patan, Junagadh, Jamnagar, Kadodara, 
Navsari, Nadiad, Porbandar and Anand. 
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Makarpura, Vadodara 

I Audit scope and objectives 

4.8.2 Audit was conducted to assess whether the selection of projects fo r 
PPP in the first phase was based on proper assessment of requirements and 
existing conditions; the tendering process was transparent; the project 
execution was timely and effective and the contracts entered into safeguarded 
public/Government interest. Implementation of the two projects viz., Geeta 
Mandir (Ahmedabad) and Subhash Bridge (Ahmedabad) which were in 
progress, and two projects viz., Central Bus Stand (Vadodara) and Makarpura 
(Vadodara), which were completed, were examined in detail in audit. 

I Audit Findings 

I Tender Process 

4.8.3 For selection of bidders, the Corporation had issued Express ion of 
Interest (EOI) advertisement in leading newspapers (May and June 2006) to 
select bidder based on their experience and net-worth. Total 37 out of 56 
parties who submitted their EOI document qualified. Request for proposal 
(RFP) was issued (February 2007) to 37 bidders. Pre proposal conference was 
held in the same month. Only four bidders submitted the technical and 
fi nancial bid (September 2007). The Technical proposal was opened 
(September 2007) and the same was evaluated by technical committee41 

formed by the Corporation by ass ign ing marks for technical/financial 
capability and project proposal as laid down in the RFP. Three42 out of four 
bidders qualified and their fi nancial proposals were opened in the same month. 
The bidders who offered to pay highest amount of concession fees were 
selected. Accordingly, two parties were selected and the Letters of Intent 
(LOI) were issued from November 2009 to May 201 0 for award of all the six 
bus stations. The Concession Agreements (CAs) were entered into between 

41 

42 

The technical committee consisted of three members from the Corporation viz., I) General Manager 
(G) Chairman 2) Chief Accounts Officer & Financial Advisor - Member 3) Chief Civi l Engineer 
- Member. Besides officials from IL&FS, CDC, experts from CEPT Univers ity and GIDB Officials 
also assisted the technical evaluation committee. 
Aakruti irman Limited, Mumbai (Akruti), Parshavnath Developers Limited, New Delhi 
(Pars havnath) and Consortium of SREl-Kolkata, Cube Construction Engineering Limited, 
Vadodara and Shristi Infrastructure Development Corporation Limited, New Delhi (Cube 
consortium). 
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the Corporation and the Special Purpose Vehicles (SPV) constituted by the 
bidders for each of the projects between August 2010.and May 2011. Each and 
every stage stated above had the approval of GIDB and the GoG. Further 
details :i.n this regard are given below: 

Table 41.rn: Details ofthe Conicessiimn Agreements 

~.Geeta'tMall.di!-. 
j(~h~~~~b~d) 5 

.. £.:;-:: -:.:>~:/ -~·:;', . ;·. 

-~~f J.\i~.~ifl!~~a '-i•.t'll.Ui11>UH• 

D\; ·: ((¥~~!£4~t~r~ 
ari~·\: ·"::_~:-~~:~::,;~·;j;s+ :.:"_:··~·,: 

Name ofbidder Aakruti Ninnan Consortium of Consortium 
ofCCEL, 
SREI& 

Aakruti Aiikn.iti Aakiuti 
Ninnan 
Limited 
Mumbai ... ·.~ ' . 

NameofSPVs 

Project Area in Sqm 
as erCA 

Limited CCEL, SREI 
Mumbai & Shristi 

Mis Hubtown Mis Sancube 
Bus43 Terminal Infra Projects 
(Ahmedabad) Pvt. Ltd. 
Pvt. Ltd 

60,159 22,000 plus 
3,000 

Shristi 
Mis Sancube 
Infra 
Projects Pvt 

Ninnan 
.Limited -· ·-
Mumbai 
Mis 
Hubtown 
Bus 

Niirnan' -
Limited 
Mumbai 
Mis 
Hubtown 
Bus 

Ltd. Terminal Terminal 
(Vadodara) (Adajan) 
Pvt. Ltd. Pvt. Ltd _. 

20,309 25;362 " 26;473 

Mis Hu_btown 
Bus Tenmnal 
(Mehsana) 
Pvt. Ltd 

87,410 

Built up area ofBTF 
ins mas erCA 

20,800 12,200 5,700 5,800 .6,0()0 •• -. 13,200 

Floor space index as 
er CA 

BTF total project 
cost ~ in crore) 
Concession fee 
('t in crore) 
LOA issued 
Master plan a proval 
Date of CA 
Schedule Completion 
date of the ro · ect 
Date of 

1.8 1.8 

28.56 22.58 
,, 

41.00 22.96 

18-05-10 18-05-10 
10~05-11 07-12-10 
12-05-11 07-12-10 
08-06-13 06-01-13 

.. ·:.(_ 

2.0 1.6 1.8 1.2 

9.33 . 8.73 8.60 15.94 

10.51 8.00 19.00 25.00 

13-11-09 13-11-09 13-11-09 13-11-09 
11-01-11 22-06-10 22-06-10 22-06-10 
26-08-10 . 26-08-10 26-08~10 . .26-08-10 
28-12-12 15-01-13 06-12-12 02-01-13 

14-02-14 14-02-14 
commissioning 

Source: Compiled by Audit from documents provided by the Company 

On scrutiny of tender process audit observed the following deficiencies: 

Deficiency in tlae terms of RFP 

4.8.3.1 As per Clause 2.2 of the Model Concession Agreement (MCA); the 
Concession Period for BTF would be 31.5 years from Compliance Date 
including construction period of 18 months. Audit is of the opinion that the _ 
Clause is not in the interest of the Corporation because · considering the 
concession period from the Compliance Date instead of from the actual 
construction completion date of BTF, the period of O&M of BTF would be 
reduced for the period from Compliance Date to actual date of completion of 
BTF. To quote an example the scheduled date of completion of Makarpura 
(Vadodara) bus terminal was 15 January 2013, however, it was completed on 
14 February 2014. Consequently, the concessionaire will have to operate and 
maintain the B'fF for only 28 years and 11 months. This would reduce 
envisaged O&M benefits to the Corporation for all the six projects for the 

43 Previously known as Mis Aakruti City Bus Terminal (Abmedabad) Pvt. Ltd. 
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delayed pertod to the extent of~ 83,50 lakh44 fillAugust 2015. 
I 
i - . 

The Managemen~ stated (August 2015) that the Corporation h,as liberty to 
extend the. bonstruction period with terms ·and conditions it deems fit, which 
means it cap (a) ask for 3 Oyears of operations period as envisaged and (b) get 
compensatipn from concessionaire· f()r any delay in completion. which may 
affect Corporation's operation. -

I . 
I , 

Th~ reply i~ not acc;eptable as Clause 9 .5 of CA which deals with construction 
period· and I Liquidated Damages· does not make any reference to operation 
period which is covered under Cl~use 2'.2 ofthe MCA. The liberty given under 
Clause 9.5 ban be applied only wi~h reference to provisions in that Clause and 
not be linked with provisions of Clause 2.2 wherein operation perio~ is clearly 
defined as 31.5 years_ from the Compliance Date. Filrther, there is no precedent 
of the Corpbration having used its liberty as stated in the reply. 

Undue favlur due to post tender change in conditions 

··-· .- L. - .. ·. .. . . . . 
4. 8~'3.2 · · · if ransparerit tender procedures require that conditions offered to the 

. , I· , . . . . .. ' . 

bidders aUhe time of bidding should not be subsequently changed at the time 
I . . . 

of awarding the contract as it goes against the principle of giving a fair level 
playing. grdund to all bidders. We observed that certain :important conditions 
of the MC~ were changed prior to awarding of contract as discussed befow 
and some bf them

1 

were condltions which ·the Corporation had refused to 
change at t~e pre-pt"oposal conference. . . 

·1 • . • 

o · A~ per !Clause 10.5(a) of the MCA read with Foini L of instructions to 
biddersj the concessionaire 'was to pay 25 per cent of Concession Fees 
(~ 31.62 crore) within 21 days after issue ofLetterof Acceptance (LOA). 
This w~s modified during negotiation with successful . bidders after they 
r~fused I ~o a~cept the LO I issued in February 200.9. As per. t~~ . CA, the 
qonc;es~wnaire,was to pay five per cent.of concession fees w1thm 21 days 
from th~ date of LOA issue and balance 20 per cent within 21 ·days from 
the d~tF of finalisation of Conceptual Master Plan45 (CMP) by the 
Corpot~tion. The change in condition led to interestloss of~ 2.15 crore46 

to the qorporatiOn on initial payments of 25 per cent of Concession Fees. 
I . . . . 

The Management stated (August 2015) that the PIC decided to form a 
Technidal Evaluation ·comffiittee to review the Master Plan prepared by 
the bidders du~ to representation made by various bidders. The bidders 
were oljlig~d to.! comply observations by Technical Evaluation Committee. 
Since t~is was not part of RFP and Master Plan was not finalised during 

: I • I . 
I 
i 

44 
· The abov~ calculation has been done based on the NPV of the yearly O&M cost as ;orked out by 

IL&FS multiplied by:the period of delay till August 2015. _ 
45 Conceptu~l Master Plan. is the foundation that translates· the· vision into a graphic footprint for the 

entiie proj~ct. It defines the concept, establishes a base-line for development potential. and creates a 
base map illustrating the limiting factors and opportunities in the choseµ site and surrounding areas. 
It include~ site inventory, constraint and opportullity mapping, parking concepts, phasing concepts, 
character sketches, project programming, aerial rendering of site etc. . 

46 Differenc~ of days between due date as per RFP and due date· as per CA x SBI PLR (12.50) x 20 
per cent of the concession fees. · 
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Chapter IV, ComplianceAudit Observations 

issuance of LOA, appropriate changes were made m payment of 
Concession Fees. 

The reply is not acceptable as there was no Technical. Evaluation 
Committee formed by PIC as. per records of the Corporation. As per 
records of the Corporation, based on representation received from sdeded 
bidders, PIC decided on the issue with the approval of GoG. 

Further as per the above Clause, the balance 75 per cent of concession fees 
.(~ 94.85 crore) was to be paid in three equal instalments within 18 months 
from the signing of CA. This Clause was also modified at the request of 
the successful bidders to 18 months from approval of Conceptual Master 
Plan. Further, this could be extended up to 36 months upon request from 
bidders. The RFP had a scheduled date (i.e., 21 days from issue of LOI) 
for signing of CA to be entered into but there was no time limit for 
approval of CMP thereby giving an undue benefit to the successful 
bidders. 

The Management stated (August 2015) that due to economic conditions 
prevailing at that point of time, various bidders had represented to allow 
extension of time period for payment of concession fee. The Corporation 
represented the case to GoG and PIC, having representative from v~rious 
Departments of Government, who decided to aHow extension for payment 
of concession fees with provision to pay interest. · 

The reply is not convincing as the time extension was given to only 
selected bidders instead of aU participating bidders resulting in an undue 
benefit to selected bidders when compared to the provisions of RFP based 
on which price quotation was given. 

o In the RFP (Vohµne HI - schedules) total project area (i:e. land area) was 
designated as 58,370 sqm for Geeta Mandir, 24,077 sqm for Makarpura, 
21,160 sqm for Adajan and 86,280 sqm for Modhera Cross Road. On the 
basis of the same the developers had quotedthe concession fees: However, 
at the time of signing of CA, the total project areas were increased to 
60,159 sqm for Geeta Mandir; 25,362 sqm for Makarpura; 26,473 sqm for 
Adajan and 87,410 sqm for Modhera Cross Road but the BTF area was 
kept the same as per the RFP schedules. This resulted in increase in the 
commercial facility area to the Concessionaire in the range of 1,356 sqm to 
9,563 sqm. 

][n the case of Subhash bridge, on providing excess built up area to the 
Concessionaire, the premium was calculated (approved by Project 
Implementation Committee) by considering the total benefit to the 
Corporation as the total of concession fees, BTF cost and Operation and 
Maintenance expenditure during the CA. This benefit was then divided by 
the Built Up Area (BUA) available in the CF to arrive at the per sqm FSI 
valuation. Based on this valuation, the premium for additional CF area was 
calculated. On the same formula the Corporation had lost premium of 
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~ 13 .14 crore 47 on the fo ur bus stations mentioned above due to allowing 
additiona l area in the CA, not envisaged in RFP. 

The Management stated (August 201 5) that corrigendum was issued to all 
bidders and the same was clarified during the pre-bid meeting 
(February 2007) and was finalised in the Concession Agreement. 

The reply is not tenable as no records were avai lable which showed 
corrigendum having been issued to all bidders. Minutes of pre-bid meeting 
contained no such clarification of changes in area in respect of the four 
projects. The Corporation has furnished copy of corrigendum issued to 
Mis Akruti N irman Limited which shows area as per Corporation ' s record 
and as per survey. Even the fact that the area given in RFP would now be 
substituted by the area mentioned in the corrigendum was not mentioned. 
Thus, it is concluded that due to non-clarification about the area either at 
pre-bid meeting or in corrigendum, the Corporation could not get benefits 
of concession fees for the additional area. Further DLF Limited, one of the 
four bidders, who had quoted for all the s ix projects had issued a Power of 
Attorney (September 2007) in connection with the bid mentioning the area 
of a ll the six projects as per RFP which evidences the fact the corrigendum 
of changed area was not issued prior to price bid. 

• As per Clause I 0.4 of the MCA, the parties had to open an Escrow 
Account (Ale) with the bank by the Compliance Date and all inflows and 
outflows of cash and receivables on account of capital, revenue, 
expenditure or otherwise that arise in connection with the implementation 
of the project; other than concession fees payable to the Corporation and 
the income and expendi ture of the Corporation from running of bus 
services had to be credited/debited to this account. This Clause was 
objected to in the pre-bid conference; however, the same was not de leted. 
This Clause was, however, diluted at the request of the successful bidders 
in November 2009/May 20 l 0. 

The Management stated (August 201 5) that the condition for Escrow 
Account had since been deleted as it was illogical and unnecessary. 

It could be seen that the Corporation deleted the condition for requirement 
of Escrow Account after issue of LOI and not at the RFP stage thereby 
denying a level playing ground to a ll bidders. 

I Violation of Clauses of Concession Agreement 

4.8.4 The CA is the contract between the Corporation and the Special 
Purpose Vehic le created for each project by the developer in which the terms 
and conditions to be followed by both parties are la id down for the parti cular 
projects. Audit observed the fo llowing violations of conditions in the 
implementation of CA: 

47 Gecla Mandir ('{ 8,576.41 x 3,220 = '{ 2. 76 crore) + Makarpura ('{ 5,460.99 x 2,056 = '{ 1. 12 crorc) 
+ Adajan ('{ 8,994.02 x 9,563 = '{ 8.60 crorc) + Modhcra road (~ 4,850.78 x 1,356 = ~ 0.66 crore) = 
'{ 13. 14 crorc. 
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Recovery of Concessi<m fees and interest 

4.8.4,J The delay in the payment of initial 25 per cent of concession fees has 
been commented in paragraph 4.8.3.2; The balance 75 per cent of concession 
fees· was to be paid in three equal installments within 18 months from the date 
of finalisation of CMP and this coulid be extended up to 36 months upon 
request from bidders. Accordingly, concession fees of ~ 126.47 crore was 
r.eceivable in respect of the six projects implemented in the first phase~ Out of 
this 25 per cent~ 31.62 crore) was receivable as per time schedule prescribed 
in Clause 10.5(a), which was duly received. Remaining 75 per cent 
(~ 94.85 crore) was receivable within 18 months of the finalisation• of the 
Conceptual Master Plan as per Cl~use 10.5(d). However, an amount of 
~ 74.35 crore was received from six· projects. An amount of ~ 23.25 crore48 

was not received from 'Akruti' for Geeta Mandir project (August 2015f The 
Corporation neither recovered this amount nor invoked the bank guarantee of 
Z 23.25 crore given for the purpose. 

Recovery of damages for delay in c01nstructi01n ofBTF 

4,8.4,2 As per Clause 9.5(c) of the.CA, if the construction of the BTF is not 
completed within 18 months of the Compliance Date, then. Liquidated 
Damages (LD) at the rate of~ 50,000 per day of delay subject to a maximum 
of 10 per cent of the BTF cost were recoverable from the concessionaire. 
Audit observed (31 August 2015) that in the four projects, which were in . 
progress, the construction progress was not as per schedule and the delay 
ranged from 814 to 998 days. However, the completed two .projects were 
commissioned with a del~y of 394 to 413 days. The amount of LD to be 
recovered was Z 9.37 crore49 in respect of all the six projects (Z 1.80 crore for 
completed bus stand and ~ 7.57 crore for under pr()gress project). The 

. Corporation had neitherrecovered the amount nor raise~ the demand._. 
. ·. y . 

The Management stated (August 2015) that the Corporation had in all cases 
issued notices for delay and was having enough securities. against the recovery 
of damages. But the fact remains that the Corporation has not encashed any 
bank guarantee to recover the damages neither had it raised any demand for 
liquidated damages. · The securities available were against the construction 
performance and not against LD alone and four of the projects were stiU tind~r 
construction. 

Implementation of O&M Clause of Concession Agreement 

4, 8.4.3 On scrutiny of records relating to implementation of O&M Clause 
both of CA in respect of BTFs at CBS and Makarpura (Vadodara) both of 
which were operationaHsed on 14 F,ebruary .2014, audit observed the non­
implementation of the following clauses of CA so far: 

,/. ~- . , .. 

48 It lncludes interest amount of~ 2.75 crore. The interest amount was calculated a~tlie rate.14:45 per 
cent compounding interest·. on the amount of outstanding concession fess. The interest period was 
taken from due date to 31.08.15. 

49 In the case of Geeta Mandir the delay was 814 days as on 31.08.15, so the damages would be 
~ 4.07 crore but the BTF cost was ~ 28.56 crore therefore the damages will be~ 2.86 crore. Similar 
calculation was done in the other five projects. 
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• Creating and maintaining of Corpus Fund since operation date in form of 
fixed deposit of~ 2.10 crore ( 10 per cent of BTF cost) by the developers 
as per Clause 4.7(a) and (c) of CA. If the Concessionaire fails in the 
operation and maintenance of the BTF, then the Corporation can carry out 
the Operation & Maintenance and recover the amount from the Corpus 
Fund. 

• Establishment of Maintenance Board50 as per Clause 9.9(b)(i), which was 
supposed to oversee the O&M of the entire project. In absence of the 
Maintenance Board the required monitoring of the O&M of the BTF was 
not there. 

• Establishment of Escrow Account by the operation date as per Clause 
I 0.4(a). In absence of Escrow Account, the Corporation was unable to 
identify expenditure incurred by the Concessionaire on the O&M of BTF 
and advertising revenue received from the BTF. 

• Submission of O&M Manual as per Clause 9.7(a) of CA. In absence of 
O&M manual, the Corporation could not ensure operation and 
maintenance as per the prescribed specification and standard. 

• Submission of Maintenance Programme as per Clause 9.7(b) of CA. In 
absence of maintenance programme the Corporation could not ensure 
whether the O&M was being done properly or not. 

• Levy of higher parking charges than prescribed in schedule I of CA in 
respect of BTF at CBS Vadodara. As per complaint received from the 
passengers, it was noticed that the developer recovers parking charges of 
~ 10 in respect of two wheelers for just 5/10/15 minutes as against the 
prescribed rate of~ two per four hours with a maximum of~ six per day. 
Due to non following of the prescribed rate of schedule I, the passengers 
had to pay higher parking charges to the Concessionaire. 

The Management stated (August 2015) that the establishment of Maintenance 
Board, opening of Escrow Account, submission of O&M Manual and 
Maintenance Programme are under progress. Further, in case of Corpus Fund, 
the Corporation has enough bank guarantees against this and in case of 
parking charges the instruction had been given to Divisional Controller to 
supervise the operation of bus terminal. 

I Execution of projects in progress 

4. 8. 5 In respect of implementation of projects, it was observed that out of the 
seven projects tendered in the first phase, one project at Lambe Hanuman, 
Surat was not taken up as GoG decided to re-invite bids based on fresh 
valuation of land. Projects at CBS, Vadodara & Makarpura, Vadodara were 
completed with a delay of 413 days and 394 days respectively due to delay in 
mobilisation of manpower and plant & machinery by the developer/ 
Concessionaire. The projects at Modhera Cross Road (Mehsana), Adajan 

50 
Comprising one person nominated by the GSRTC, one person nominated by the GoG, being- either 
the concerned District Collector or Municipal Commissioner, and one person nominated by the 
Concessionaire. 
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(Surat) and Subhash Bridge (Ahmedabad) were· in progress even after 971 
days, 998 days and 967 days respectively from scheduled date ofconipletfon. 

The Management stated (August 2015) that the delay occurred due to 
negotiation at GoG level. This delay was beyond the control of Corporation. 

The reply is not acceptable as the delay commented in the paragraph is delay 
from the scheduled date of completion. The negotiatl.on with GoG was prior to 
the award of the contract and has no' bearing on the delay commented above. 
Further, the Independent Engineer had mentioned the inadequacy of 
manpower and plant & machinery in his Report. · 

Further in the case of Geeta Mandir project, South Block has been inaugurated 
on 06 August 2015 though the completion certificate of the said block is 
pending. The North block has not been started till date. 

The reasons for not taking up of North Block and other cases of undue favour 
noticed in the execution of the above projects are discussed below: 

Execution of the project in North Block of Geeta Mandir J/Ju,a:;{ Termimu.lJ 
A.hmedabad 

4.8.5.1 The Corporation had entered into CA (May 2011) with Akruti City 
Bus Terminal Limited for the development of Geeta Mandir BTF, 
Ahmedabad. The BTF was to be developed in two blocks (North & South). 
However, the ·construction activity for the North Block was not started and 
even transition plan (detailed step by step action plan) was µot submitted by 
the Concessionaire. 

It was observed that the Master Plan had considered the development of the 
North Block project near the vicinity of Astodia Gate, a centraUy protected 
monument. The master plan envisaged the cons.truction of the project within 
200 metres· of the gate; hence, prior approval of Archaeological Survey. of 
India (ASI) was required. However, _the same was received in June 2012 with 
the validity for three years. The period of three years had already lapsed 
without commencement of project. Hence, the Concessionair~ will have to 
apply for fresh permission which will further delay the project. 

The Management stated (August 2015) that they had followed up for the ASI 
permission for North Block and pending the receipt of ASI permission for 
North Block, the South Block had been started. 

Valuation of additional !milt up area· in SKabhash Brldg~ llJKas Termilmal 

4.8.J.2 As per the RFP docmnents~ the land area for Subhash B~dge Bus 
Terri:rinal Project was 22,000 sqm having Built Up Area (BUA) of 39,600 
sqm. The Concessionaire was required to provide 7,200 sqm ofBUA1for ,BTF 
and 5,000sqm of BUA (Plot area ,1,200 sqm) for Central Administrative 
Office of the Corporation. The balance BUA of 27,400 sqm available as per 
existing local. bye-laws could .be utilised by the Conc;essionaire for 
Commercial Facilities. 
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Subsequently, an adj oining plot admeasuring 3,000 sqm over and above the 
22,000 sqm already available for the bus terminal was made available to the 
Corporation by GoG. The Corporation decided (April 2010) to get the Central 
Administrative Office constructed by the Concessionaire on this additional 
p lot instead of constructing it in the aforesaid 1,200 sqm of land consisting of 
5,000 sqm of BUA. Hence, this 5,000 sqm of BUA would now be available to 
the Concessionai re for CF. Therefore, the Corporation had appointed a valuer, 
Muzoomdar Associates Private Limited for valuing the same. 

On scrutiny of Valuation Report it was observed that the valuer had estimated 
the Concession Fees of ~ 7.96 crore considering saleable area of 4,320 sqm 
instead of 5,000 sqm BUA. However, we observed that Concessionaire was 
selling plots based on BUA and not saleable area. Hence, valuation should 
have been done considering BUA of 5,000 sqm. This resulted in less receipt of 
concession fees of~ 1.25 crore51 by the Corporation. 

The Management stated (August 20 15) that the above subject has been 
referred to the valuer M/s Muzoomdar Associates to review the valuation. 
Upon receipt of the opinion from the valuer it will be submitted to the 
Competent Authority for the final order and it will be implemented 
accordingly. The Management has not offered any comment on va luation. 

Advantage to developer by approving extra Built up area for Commercial 
Facility in Master Plan 

4.8.5.3 As per the CA for Subhash Bridge Bus Terminal, the total project 
site area was 22,000 sqm. An additional land of 3,000 sqm (5,000 sqm BUA) 
was made avai lable by GoG for the project as discussed in paragraph 4.8.5.2. 
The Built Up Area (BUA) was 44,600 sqm52 for the site area of 25,000 sqm. 
Out of this, the BUA of 12,200 sqm was provided for Bus Terminal Facility 
and Administrative Building of GSRTC and remaining 32,400 sqm BUA was 
avai lable for CF. However, in final Master Plan the developer had shown 
BUA of 56,363 sqm as per bye laws of Municipal Corporation (considering 
FSI of 1.8 + 25 per cent FSI for 22,000 sqm plus 5,0.Q9.s~m~tM.) ~~the total 
site area of 25,000 sqm. Out of thi s, the BUA of 44,163 sqm could"'be used by 
the developer for CF after excluding 12,200 sqm for the BTF and 
Administrative Building. This resulted in extra BUA of 11,763 sqm (44, 163 
sqm-32,400 sqm) used by the developer for the CF. Based on FSI valuation 
derived from the total benefit to the Corporation, the benefit not passed on to 
the Corporation fo r the additional CF worked out to~ 17.23 crore53

. 

The Management stated (August 2015) that Concessionaire has got approved 
from local authority an FSI area of 38,883.42 sqm for a plot of 21,603 sqm 
uti lising 1.79 FSI. The reply is not acceptable as the BUA as per approved 
plan was 68,884 sqm. The same was higher than the extra BUA worked out in 
paragraph. The figure of 38,883 .42 sqm stated in the reply is the carpet area 
and not the BUA based on which plot was sold. 

51 5,000 sqm x 7.96/4320 = ~ 9.2 1 crore - ~ 7.96 crore = ~ 1.25 c;rqrp; 
52 22,000 x 1.8 = 39,600 sqm BUA plus 5,000 sqm BUA = 44,600 sqrri BUA. . 
53 Total benefit received by the Corporation for Subhas bridge being ~ 47.47 crore di vided by total 

area for which benefit was given (32,400 sqm) multiplied by additional CF given ( 11 ,763 sqm). 
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Chapter JV, Compliance Audit Observations 

I Conclusion and Recommendations 

4.8.6 With a view to modernise its ex isting bus-stations and construct new 
ones, the Corporation entered into Public Private Partnership in s ix out of the 
seven bus-stands identified for Phase I. Two out of the six stations have been 
completed and commiss ioned with state of art faci lity and four are in progress. 
The PPP model adopted has been successful notwithstanding the delays in 
execution and deficiencies in the tender process. Our main observations in 
relation to these six projects are summarised below: 

• Post tender changes resulted in monetary loss of ~ 15.29 crore to the 
Corporation and denied a level playing ground to the bidders. 

• 

)> The Corporation should not dilute or undo tender conditions after 
the opening of bids. 

The Corporation did not ensure compliance to certain Clauses of the 
Concession Agreements resulting in non-recovery of concession fees 
(including interest) and Liquidated Damages of~ 32.62 crore and did not 
take required action against Concessionaires for delayed execution. 

)> The Corporation should ensure adherence to Concession 
Agreement Clauses and undertake regular monitoring to prevent 
avoidable delays. 

The matter was reported to the Government in May 20 15; the ir replies were 
awaited (November 201 5). 

Ahmedabad 

The D ~ MA R 2016 

New Delhi 

T he , 4 ~~R 1G\o 

~ 
(Y. N. THAKARE) 

Principal Accountant General 
(Economic & Revenue Sector Audit) Gujarat 

Countersigned 

(SHASHl KANT SHARMA) 
Comptroller and Auditor General of India 
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[ Annexure 1 J 
Statement showing investments made by State Government in PSUs whose accounts are 

in arrears 
(Referred to i11 paragraph I. I 1) 

(Fh~ures in columns 4 & 6 to 8 are~ in Crore) 
SI. Name of the Public Sector Undertaking Year up Paid up Period of Investment made by State 
No. to which ca pit.I accounts Government during the year of 

accounts pending which accounts are in arrear 
finalised finalisation 

Equity Loans Grants 

(1) (2) (3) (4) (5) (6) (7) (8) 

A Working Government Compa nies 

I Gujarat Agro Industries Corporation Limited 2013-14 8.08 20 14-15 0.00 0.00 638.10 

2 Gujarat State Land Development Corporation 2012-13 5.89 20 14-15 0.00 0.00 104.21 
Limited 

20 13- 14 0.00 0 .00 456.43 

3 Gujarat Sheep and Wool Development 2012-13 4.31 20 14-15 0 .00 0.00 9.28 
Corporation Limited 

20 13-14 0 .00 0.00 6.60 

4 Gujarat Minorities Finance and Development 2013-14 10.00 20 14-15 0.00 1.50 0.50 
Corporation Limited 

5 Gujarat Gopalak Development Corporation 2011-12 5.50 20 14- 15 0.00 0.00 0.45 
Limited 

20 13-14 1.00 0.00 0.43 

20 12-13 1.00 0.00 0.73 

6 Gujarat Livelihood Promotion Company 2012-13 0.05 20 14- 15 0.00 0.00 30.71 
Limited 

2013- 14 0 .00 0.00 108.36 

7 Gujarat State Police Housing Corporation 2013-14 50.00 20 14-15 0.00 0.00 369.75 
Limited 

8 Gujarat State Av1at1on Infrastructure Company 2013-14 0.05 2014-15 0.00 0.00 6.00 
Limited 

9 GSPC LNG Limited 20 13- 14 142.13 20 14-15 150.00 0.00 0.00 

10 Gujarat Power Corporation Limited 20 13- 14 382.08 20 14-15 30.00 0.00 27.00 

II Gujarat Urja Vikas Nigam Limited 20 13- 14 7.057.80 20 14-15 1,872.54 0.00 1.80 

12 Gujarat Water Resource Development 20 12- 13 3 1.49 20 14-15 0.00 0.00 49.00 
Corporat ion Limited 

2013-14 0.00 0.00 5 1. 16 

13 Tourism Corporation of Gujarat Limited 20 13- 14 20.00 2014-15 0.00 0.00 25 1.32 

14 Gujarat Informatics Limited 2013-14 18.5 1 2014-15 0.00 0.00 157.42 

15 Sardar Sarovar Narmada Nigam Limited 2013-14 40.016.83 20 14-15 4,112.70 0.00 0.00 

Total A (Working Government Companies) 47,752.72 6,167.24 I.SO 2,269.25 

B Working Statutory Corporations 

I Gujarat State Ro:ld Transpon Corporation 2011 -12 734.34 20 14-1 5 386.62 200.00 713.89 

2013- 14 600.00 250.00 600.00 

2012-13 25.00 590.00 600.00 

Total B (Working Statutory Corporations) 734.34 1,01 t.62 1,040.00 1,913.89 

Gra nd Total (A + B) 48,487.06 7,178.86 1,041.50 4,183.14 

Information was not furnished by twelve working Companies - Gujarat Industrial Investment Corporation Limited. Gujarat State Handloom 
and Handicrafts Development Corporation Limited, Gujarat Women Economic Development Corporation Limited, Infrastructure Finance 
Company Gujarat Limited, Gujarat Safai Kamdar Vikas Nigam Limited, Gujarat Thakor and Koli Vikas Nigam Limited, Gujarat State 
Rural Development Corporation Limited, GSPC (JPDA) Limited. Gujarat State Mining Resource Corporation Limited, Gujarat Foundation 
for Mental Health and Allied Sciences, BISAG Satellite Communication, Gujarat Rural Industries Marketing Corporauon Limited which 
have arrears of accounts in 2014-15. 
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[ Annexure 2 J 
Summarised financial position and working results of Government Companies and Statutory Corporations as per their latest finalised 

financial statements/accounts 
(Referred to in paragraph l.15) 

, 

SI. Sector & Name or the Period or Year in Paid up Long term Accumulated Turnover Net Net Impact Capital Return Percentage Manpower 
No. Company Accounts which Capital' Loans Profit(+)/ (B) Profit/ or employed on capital or return 

finalised outstanding Loss(-) (A) Loss (q Accounts (E) employed on capital 
at the end Comments (F) employed 
or the year (D) 

I 2 3 4 5 6 7 8 9 10 11 12 13 14 

A Wo rking Government Companies 

Agriculture & Allied 

I Gujarat Agro Indus tries 2013-14 2014- 15 8.08 20.00 38.57 360.84 21.04 -- 114.63 22.00 19. 19 148 
Corooration Limited 

2 Gujarat State Seeds Corporation 20 14-1 5 2015- 16 3.93 0.00 0.00 147.34 30.78 -- 148.65 30.78 20.7 1 138 
Limited 

3 Gujarat State Land 201 2- 13 2014- 15 5.89 56.22 -111.1 8 578.01 -0.3 1 0.00 -47.15 1.61 NA 658 
Development Corporation 
Limited 

4 Gujarat Sheep and Wool 2012- 13 2014-15 4.3 1 0.00 0.45 4.54 0.38 0.00 11 .33 0.38 3.35 135 
Development Corporation 
Limited 

Sector wise Tota l 22.21 76.22 -72. 16 1,090.73 51.89 0.00 227.46 54.77 24.08 1,079 
F in a nce 

5 Gujarat Industrial Investment 2013-14 2014-15 256.98 80. 13 -125.66 12.20 21.41 -- 268.54 21.41 7.97 56 
Corporation Limited 

6 Gujarat State Handloom and 2012-13 2015-16 12.06 8.2 1 -53.27 24.77 -2.06 0.00 -33.00 0.38 NA 139 
Handicrafts Development 
Comoration Limited 

7 Gujarat State Investments 2014-15 20 15-16 1,042.77 825.00 599.57 86. 13 109.33 0.00 2,5 19.34 109.33 4 .34 5 
Limited 

8 Gujarat Women Economic 2010- 11 2013- 14 7.02 0.00 -- 0.00 0.00 -- 7.02 -- -- 20 
Development Corporation 
Limited 

9 Gujarat State Financial Services 201 4-15 2015-16 86.28 702.00 592.30 2,105.31 368.96 -- 1,407.66 2, 103.57 149.44 21 
Limited 

10 Gujarat Minorities Finance and 20 13- 14 20 15-16 10.00 42.81 -15.2 1 4 .08 0.58 -- 37.73 2.26 5.99 15 
Development Corporation 
Limited 

II Infras tructure Finance Company 2009- 10 20 10-1 1 2.50 0.00 -0.75 -- 0. 19 -- 2.50 0.19 7.60 -
Guiarat limited 
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Gujarat Gopalak Development 
Corooration Limited 

..... .J 

--\~) 
'"'--;~; 

\ •, ---~· 

13 I Gujarat Safai Kamdar Vikas I 2013-14 I 2014-l5 
Nigam Limited 

14 I Gujarat Thakor and Koli Vikas I 2012-13 I 2014-15 
Nigam Limited 

15 I Gujarat Livelihood Promotion I 2012-13 I 2014-15 
Company Limite_d 

16 I Gujarat Scheduled Caste Most I £ I £ 
Backward Development 
Corooration£ 

Sector wise 1l' otai 

fofrastruct11re 

17 I Gujarat State Rural I 2013-14 I 2014-15 
Development Corporation 
Limited 

18 I Gujarat Ports Infrastructure and I 2014-15 
Development Company Limited 

2015-16 

19 I Gujarat State Police Housing I 2013-14 I 2014-15 
Coi-ooratlon Limited 

20 I Gujarat Growth Centres I 2010-11 I 2014-15 
Development - Corporation 
Limited 

21 · I Gujarat State Road I 2014-15 2015-16 
Development Corporation 
Limited 

___ J 

5.00 

5.05 

0.05 

£ 

:J.,433.21 

0.58 

18.00 

50.00 

36.35 

5.00 

22 I Gujarat Urban Development I 2013-14 I 2014-15 I 26.00 
Company Limited · 

23 I Gujarat Industrial Corridor I 2014-15 I 2015-16 · I. -10.00 
-Corooration Limited 

24 I Metro Link Express for I 2014-15 I 2015-16 I 1,250.00 
Gandhinagar and Ahmedabad 
(MEGA) Company Limited 

25 I Gujarat -.:·State Aviation• I 2013-14 I 2014715 I 0.05 
Infrastructure Company Limited·· 

26 I Dholera International Airport I 2014-15 I 2015-16 I 54.40 
Comoanv Limited 

Sector wise 'll'otal 1,4511.38 

.. J .I 11 

~ \:, 

90.00 0.00 

17.65 2.99 

0.00 -0.08 

£ £ 

1,779.46 1,0111.78 

0.00 -1.33 

0.00 7.87 

0.00 

0.00 -0.23 

48.37 7.38 

0.00 24.44 

0.00 ,-0._50 

0.00 -7.73 

0.00 0.08 

0.00 3.96 

. 48.37 33.94 

.J I . ___ J I I J 111 __ J .. J 

(. 

(" '""'Y l.L \' , ... 

4.69 3.64 117.40 

0.74 0.87 25.77 

0.00 0.25 -0.03 

£ £ £ £ 

2,238.43 504.26 0.00 4,373.80 

0.00 0.21 0.00 -0.74 

0.00 '-73 25.87 

0.00 0.00 50.00 

0.00 -0.01 0.00 36.12 

42.38 0.22 0.00 60.75 

5._93 5.63 50.44 

0.00. -0.40. 9.50 

0.00 42.21 0.00 1,092.27 

0.00 0.08 0.00 21.46 

0.00 3.81 0.00 53.85 

48.31 53.48 11.1111 1,399.52 

J 11 _J _J 

0 tj 

-~.19 4.42 

Lil 4.31 

0.25 NA 

£ £ 

2,244.99 51.33 

0.21 NA 

1.73 6.69 

-0.01 NA 

7.50 12.35 

5.63 11.16 

-0.40 NA 

42.24 3.87 

0.08 0.37 

3.81 7.08 

611.79 4.34 

I .J _j 

64 

14 

1,607 

1,953 

116 

6 

344 

0 

26 

61 

- l 

76 

16 

0 
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SI. Sector & Name of the Period of Year in Pa id up Long term Accumulated 
No. Company Accounts which Capital' Loans Profit (+)/ 

finalised outstanding Loss(-) (A) 
at the end 
of the year 

1 2 3 4 5 6 7 

Ma nufacture 
27 Gujarat Mineral Development 2014- 15 2015-16 63.60 0.00 458.68 

Corporation Limited 

28 Gujarat State Petroleum 2014- 15 2015- 16 252.45 13,396.96 267.5 1 
Corporation Limited 

29 Alcock Ashdown (Gujarat) 2013-14 2014-15 51.00 106.80 -422.22 
Limited 

30 GSPC (JPDA) Limited 20 13-14 2014-15 97.39 0.00 -1.29 

31 GSPC LNG Limited 2013-14 2014-15 142.13 0.00 -
32 Naini Coal Company Limited 2011-12 2013-14 0.05 0.00 0 .05 
33 Gujarat State Min ing and 20 13-14 2014-15 0.05 0.00 -0.02 

Resources Corporation Limited 
Sector wise Total 606.67 13,503.76 302.7 1 

PO\\ er 
N 

34 Gujarat Power Corporation 2013-1 4 2014- 15 382.08 185.30 418.58 
Lim ited 

35 Gujarat State Electricity 2014-15 2015- 16 1,692.28 6,985.93 1,409.09 
Corporation Limited 

36 Gujarat State Energy Generation 2014- 15 20 15- 16 348.38 433.22 -512.77 
Limi ted 

37 Gujarat Energy Transmission 2014-15 2015- 16 566.44 6,384.87 1,424.61 
Corporation Limited 

38 Dakshin Gujarat Vij Company 2014-15 2015-16 273.03 161.65 323.64 
Limited 

39 Madhya Gujarat Vij Company 2014-15 2015-16 267.49 254.38 188.21 
Limited 

40 Paschim Gujarat Vij Company 2014-15 2015-16 1,798.05 791.47 94.75 
Limited 

41 Uttar Gujarat Vij Company 20 14- 15 2015-16 316.53 275.02 79.74 
Limited 

42 Gujarat Urja Vikas Nigam 2013-14 2014-15 7,057.80 269.03 -429.69 
Limited 

43 GSPC Pipavav Power Company 2014-15 2015- 16 861.84 1,453 .00 -351.98 
Limited 

44 Bhavnagar Energy Company 2014-15 2015-16 707.79 2,714.80 -6.41 
Limited 

Sector wise Total 14,271.71 19,908.67 2,637.77 

• 
..,. 

~ 
;. 

Turnover Net Net Impact Capital 
(B) Profit/ of employed 

Loss (C) Accounts {E) 
Comments 

(D) 

8 9 10 II 

1,4 18.88 635.87 0.00 3,241.57 

10.929.89 31.71 -- 20,8 14.48 

0.00 -73.61 19.59 -262.00 

0.00 -0.20 -- 130.07 

0.00 0.00 0.00 91.38 

0.00 0.10 -- 0.10 
0.00 -0.01 -- -0.03 

12,348.77 593.86 19.59 24,0 15.57 

75.00 33.76 0.00 986.33 

8,3 16.73 2 12.37 0.00 12,096.39 

122.61 -130.03 0.00 3 15.06 

2,250.70 412.65 -- 11,567.52 

10,304.84 71.23 -- 2,336.61 

4,828.87 37.10 -- 2,007.4 1 

10,755.14 19.62 -- 5,247.05 

8,037.56 2 1.92 -- 2,303 .2 1 

29,242. 13 34.49 - 7, 147.15 

338.20 -35.54 -- 1,962 .86 

0.00 -1.25 -- 3,416.18 

74,271. 78 676.32 0.00 49,385.77 

• ( 

Return Per centage 
on capital of r eturn 
employed on capital 

(F) e mployed 

12 13 

635.87 19.62 

70.82 0 .34 

-16.35 NA 

-0.20 NA 

--
0.10 100.00 

-0.01 NA 

690.23 2.87 

58.23 5.90 

853.42 7.06 

-45.23 NA 

I, 121.79 9.70 

176.23 7.54 

121.96 6.08 

380.44 7.25 

222.79 9 .67 

75.76 1.06 

181.33 9.24 

-1 .25 NA 

3,145.47 6.37 

• 

Manpower 

14 

1,696 

442 

113 

0 

38 

0 
0 

2,289 

43 

7,702 

14 

12,257 

6,363 

6,903 

12,743 

7,448 

277 

22 

64 

53,836 
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45 I Gujarat Water Resources I 2012-13 I 2013-14 I 31.49 I o.oo I -28.53 I 54.00 I 0.11 I 3.64 I 247.33 I 0.17 I 0.07 I 2349 
Development Corporation 
Limited 

46 I Tourism Corporation of Gujarat . 2013-.14 2014-15 20.00 7.50 97.48 6.65 50.83 0.04 522.44 50.83 9.73 260 
Limited 

47 I Gujarat State Forest 2013-14 2014-15 6.32 0.00 29.34 25.53 3.90 0.00 48.95 3.90 7.97 173 
Development Corporation 
Limited 

48 I Gujarat Industrial and Technical 2014-15 2015-16 0.20 0.00 1.28 5.06 0.28 0.00 1.48 0.28 18.92 31 
Consultanc Limited 

49 I Gujarat State Civil Supplies 2014-15 2015-16 10.00 0.00 7.10 2,352.20 5.63 -- 17.10 9.21 53.86 1,167 
Corporation Limited 

50 Gujarat State Petrone! Limited 2014-15 2015-16 562.98 887.88 2,647.24 1,064.60 660.32 0.00 4,510.93 777.65 17.24 236 

51 Gujarat Informatics Limited 2013-14 2014-15 18.51 8.59 ·88.49 11.27 32.23 0.19 131.57 35.95 27.32 98 

SI I 52 Guj Info Petro Limited 2014-15 2015-16 0.05 0.00 11.45 35.49 8.82 0.00 38.07 8.82 23.17 120 
I 53 Gujarat Foundation for Mental 2010-11 2013-14 0.02. 0.00 0.00 0.00 -- 0.00 1 

Health and Allied Sciences 

54 I Dahej SEZ Limited 2013-14 2014-15 46.05 0.00 71.65 42.63 28.03 0.00 121.11 30.50 25.18 28 

55 Sabarmati Gas Limited 2014-15 2015-16 20.00 89.22 121.12 929.80 115.99 0.00 376.01 131.53 34.98 112 

-56 I Guj-TOur Development 2014-15 2015-16 18.40 0.00 2.77 0.00 1.71 0.00 21.17 1.71 8.08 0 
Company Limited 

57 GSPL India Gasnet Limited 2014-15 2015-16 187.02 0.00 3.53 0.00 1.89 0.00 19Q.55 1.89 o.99 I 55 

58 GSPL India Transco Limited 2014-15 2015~16 140:00 0.00 4.00 0.00. 2.17 0.00 144.00 2.17 I.51 I 60 

59 BISAG Satellite 2013c14 · 2014-15 • 38.08 0.27 2.92 0.00 3.20 -- 3.24 3.20 98.77 
Communication 

60 I Gujarat Medical Services 2014-15 2015-16 2.50 0.00 2.20 0.00 0.73 0.00 4.70 I o:73 I 15.53 I 63 
Corporation Limited 

61 / Gujarat Gas Limited 2014-15 2015-16 137.68 1,490.78 204.38 8,935.54 641.44 0.00 3,481.69 971.90 21.91 I 1,053 

Sector wise Total li,23930 2,484.24 . 3,266.42 13,462.77 li,55734 3.87 9,8611.341 I 2,0311.44 I 20.59 I 5,807 

Miiscellam1eous-

62 I Gujarat · .Rural . Industries 2013-14 2014-15 9.17 6.44 7:72 92.14 7.21 -- 24.49 7.21 . 29.44 50 ::i:... 
Marketing Corporation Limited 

;:::: 
;:::: 

63 I Sardar Sarovar Narmada Nigam 2013-14 2014-15 40,016.83 2,042.88 0.00 0.00 0.00 0.00 41,636.81 NA NA 3,598 ~·. 
Limited ::::. 
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SI. Sector & Na me of the Period of Year in Paid up Long term Accumulated Turnover 
No. Company Accounts which Capital' Loans Profit (+)/ (B) 

finalised outstanding Loss(-) (A) 
at the end 
of the year 

I 2 3 4 5 6 7 8 

64 Gujarat Water In frastructure 2014- 15 2015- 16 145.02 0.00 -131.34 224.52 
Limited 

Sector wise Total 40,171.02 2,049.32 - 123.62 316.66 

Total A (All sector wise \\Orking Government Companies) S9,194.SO 39,8S0.04 7,046.84 l ,03,777.4S 

B Working Statutory Corporations 

Agriculture & Allied 

I Gujarat State Warehousing 2012-13 201 4-15 4.00 0.00 1.42 5. 14 
Comoration 

Sector wise Total 4.00 0.00 1.42 S. 14 

Finance 

2 Gujarat State Financial 20 14- 15 201 5- 16 89. 11 66 1.68 -2234.73 7.97 
Corporation 

Sector wise Tota l 89.11 661.68 -2,234.73 7.97 

~ 
Infrastructure 

3 Gujarat Industrial Development 2014-15 201 5- 16 0.00 0.00 1,4 16.06 425.66 
Corporation• 

Sector wise Total 0.00 0.00 1,416.06 42S.66 

Se rvice 

4 Gujarat State Road Transpon 20 11 - 12 201 5- 16 734.34 1,864.50 -2, 16 1.89 2,337.32 
Corporation 

Sector wise Tota l 734.34 1,864.SO -2,161.89 2,337.32 

Total B (All sector wise working Statutory Corporations) 827.4S 2,S26.18 -2,979. 14 2,776.09 

Grand Total (A + B) 60,021.95 42,376.22 4,067.70 I ,06,S53.S4 

c Non working Government Companies 

Agriculture & Allied 

I Gujarat Fisheries Development 1998-99 2002-03 1.94 µ 4.0 1 28.13 
Corporation Limited 

2 Gujarat Dairy Development 201 4-15 201 5-16 10.46 74.05 -122.40 0.00 
Corporation Limited 

Sector wise Total 12.40 74.0S - 118.39 28. 13 

~ 

"" • ,,,. ( 

Net Net Impact Capita l 
Profi t/ of employed 

Loss (C) Accounts (E) 
Comments 

(D) 

9 10 II 

-91.37 0.00 3,655.93 

-84.16 0.00 4S,3 17.23 

3,3S2.99 23.46 1,34,579.69 

3.10 -- 8.48 

3.10 0.00 8.48 

-94.81 20.40 - 1,205.96 

-94.81 20.40 -1,205.96 

34.75 -- 10,366.01 

34.75 0.00 10,366.01 

-183.58 -- 465.46 

-183.S8 0.00 46S.46 

-240.54 20.40 9,633.99 

3,112.45 43.86 1,44,213.68 

- 1.05 -- 0.87 

-0.50 0.00 -2.07 

- I.SS 0.00 - 1.20 

• 

Return Pe rcentage 
on capital of return 
employed on capital 

(F) employed 

12 13 

-60.39 NA 

-S3. 18 NA 

8,173.SI 6.07 

3.10 36.56 

3.10 36.S6 

23.45 NA 

23.45 NA 

34.75 0.34 

34.75 0.34 

-177.48 NA 

- 177.48 NA 

-116.18 NA 

8,057.33 5.59 

-0.90 NA 

-0.50 NA 

-1.40 NA 

\ ~I 

Manpower 

14 

355 

4,003 

69,613 

100 

100 

89 

89 

1,130 

1,130 

39,257 

39,257 

40,S76 

1,10, 189 
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SI. Sector & Name of the Pe riod of Year in Paid up Long term 
No. Company Accounts which Capital' Loans 

finalised outstanding 
at the end 
of the year 

I 2 3 4 5 6 

Finance 

3 Gujarat Small Industries 2006-07 2007-08 4.00 µ 
Corporation Limited (under 
liquidation) 

4 Gujarat Leather Industries 2001-02 2002-03 1.50 µ 
Limited (under liquidation) 

5 GSFS Capital and Securities 2013-14 2014-15 5.00 0.00 
Limited 

Sector nise Total 10.50 0.00 

Infrastructure 

6 Gujarat State Construction 201 4- 15 2015-16 5.00 52.62 
Corporation Limited 

Sector wise Total 5.00 52.62 

Manufacture 

VI 7 Gujarat State Textile 1996-97 1997-98 46.46 µ 
Corporation Limited (under 
liquidation) 

8 Gujarat State Machine Tools 2013-14 2014-15 0.54 2.59 
Limited 

9 Gujarat Communications and 2000-0 1 2001 -02 12.45 µ 
Electronics Limited (under 
liauidatioa) 

10 Gujarat Trans-Receivers 2013-14 2014-15 0.29 3.57 
Limited 

II Gujarat Fintex Limited (under 1994-95 1995-96 ~ 200 µ 
liquidation, subsidiary of only 
GSTC) 

12 Gujarat Siltex Limited (under 1994-95 1995-96 noo µ 
liquidation, subsidiary of only 
GSTC) 

13 Gujarat Texfeb Limited (under 1994-95 1995-96 noo µ 
liquidation, subsidiary of only 
GSTC) 

Sector wise Total 59.74 6.16 

Total C (All sector wise non working Government 87.64 132.83 
Companies) 
Grand Total (A + B + C) 60, 109.59 42,509.05 

'"'" 
( 

',t 

Accumulated Turnover Net Net Impact 
Profit (+)/ (8) Profit/ of 
Loss(-) (A) Loss (C) Accounts 

Comments 
(D) 

7 8 9 10 

-74.93 0.00 -3.62 --

-6.67 0.00 0.00 --

9.05 1.18 0.98 0.00 

-72.55 1.1 8 -2.64 0.00 

-48.11 0.00 -1 .00 0.00 

-48. 11 0.00 - 1.00 0.00 

0 .00 0 .00 0.00 --

-2.90 0.00 -0.06 0.00 

- 104.74 5.57 -34. 13 --

-6.05 0.00 0.00 --

0.00 0.00 0.00 --

0.00 0.00 0.00 -

6.04 0.00 0.00 --

- 107.65 5.57 -34.19 0.00 

-346.70 34.88 -39.38 0.00 

3,72 1.00 1,06,588.42 3,073.07 43.86 

> 

Capital Return 
employed on capital 

(E) employed 
(F) 

II 12 

3.21 -0.31 

0.00 0.00 

15.01 0.98 

18.22 0.67 

10.71 0.04 

10.71 0.04 

0.00 0.00 

0.22 -0.06 

0.00 -34.13 

-2. 17 0.00 

0.00 0 .00 

0.00 0 .00 

0.00 0 .00 

- 1.95 -34. 19 

25.78 -34.88 

1,44,239.46 8,022.45 

~ 

Percentage 
of return 
on capital 
employed 

13 

NA 

--

6.53 

3.68 

0.37 

0.37 

--

NA 

--

--

--

--

-

NA 

NA 

5.56 

Manpower 

14 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

3 
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S I. Sector & Name of the Period of Yea r in Paid up Long term Accumulated T urno\'er Net Net Impact Capital Return Percentage Manpower 
No. Company Accounts which Capital• Loans Profit (+)/ (8) Profit/ of employed on capillll of return 

finalised oul5tanding Loss(-) (A) Loss (q Accounts (E) employed o n capita l 
at the end Comments (F) employed 
of the year (D) 

I 2 3 4 s 6 7 8 9 10 II 12 13 14 

(A) Accumulated Profit/Loss represents the surplus/deficit of Statement of Profit and Loss as depicted in the Balance Sheet 

(B) The Turnover of the Company represents the main source of income of the PSU based on the nature of activity undenaken. 

(C) Net Profit/Loss represents Profit/Loss Before Tax as depicted in statement of Profit and Loss of the entity 

(D) Impact of accounts comments include the comments of Statutory Auditors and CAG mdicatmg decrease in profit/ increase in losses for the year for which final comments ofCAG have been issued upto 30 Sept 
2015 
(E) Capital employed in case of Companies/Corporation preparing their Accounts based on Revised Schedule VI is the sum of "Shareholders' Funds" and "Long Term Borrowings". However, the shareholders' Funds 
here do not include share application money. Also, Long Term Borrowings do not include debts maturing within 12 months. In case of Companies/Corporation preparing their accounts based on old schdcdule VI, 
Capital employed is "Net fixed Assets including Capital works in progress plus working capital". 

(F) Return on Capital Employed has been worked out by adding profit/loss and interest charged to profit and loss account. 

SI. No. A-5, A-8, A-11, A-12, A-14, A- 15, A-16, A-20, A-22,A-30, A-31, A-32, A-33, A-42, A-45, A-47, A-53, A-59, C-1 , C-3, C-5, C-7, C-8, C-9, C-10, C-11, C- 12 and C-13 did not submit any accounts during 1st 
October 2014 to 30 September 2015. Hence, figures as per last year repon have been incorporated. 

ti Paid-up Capital includes Share Application Money 

s Excess of income transferred to Non-plan grant by Company (SI. No. A-8) 

£ Date of incorporation to 31 March 2015, first accounts not finalised. 

°' 
## Neither profit nor loss is shown by the Company as excess of expenditure over income are transferred to works completed 

••• Indicates PSU under construction 

~ Expenditure incurred set ofT from grants income taken to Statement of Profit and Loss 

• State Government made capital contribution in the form of loan, hence, paid-up capital is Nil. However, even the loans have now been repaid. 

µAs the accounts arc in arrears in respect of Non-working SPSUs al SI. No. C-1, C-3. C-4, C-9, C-11, C-12 and C-13 since a long time, the figures of long term loans not available. 
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1. 

2. 

· Annexures 

Glossary of important te!"ms used in the Performance A1mdft1t ([]If GS.PC 

(Referred to at paragraph no. 2. 6) 

Appraisal well Appraisal well means a wen drilled · pursuant to an 
Appraisal Programme. Appraisal programrrie means a 
programme carried out following a discovery for the 
purpose of appraising the discovery and delineating the 
Petroleum Reservoirsto which-the discovery relates in 
terms of thickness and lateral extent, determining the 
characteristics thereof and the quantity of recoverable 
Petroleum therein. 

Block The contract area where exploration activities are 
carried out is identified as a block. 

3. Cash Call Cash call contribution means payments made against 
request for payment of cash made by the operator in 
accordance with the approved work programme and 
approved budget to the parties in connection with joint 
o erations. 

Contribution 

4. Development 
Area 

5. Development 
well 

6. . Discovery 

7. Exploratory 
well 

8. Field 
Development 
Plan (FDP) 

Development area means part of the contract area which 
encompasses one or more Commercial Discovery(ies) 
and any additional area that may be required for proper 
development of such Commercial Discovery(ies) and 
established as such in accordance with the provisions of 
contract. 
Development . well means a _well driHed, deepened or 
completed after the date of approval of the development 
plan pursuant_ to development operations or productfon 
operations for the purpose of ·producing petroleum, 
increasing production, sustaining pr:odriction or 
accelerating extraction of petroleum. 
Discovery means the finding, during petroleum 
operations, of a deposit of petroleum not previously 
known to haye existed, which cari be recovered at the 
surface in a flow measurable by conventional petroleum 
industry testing methods. 
Exploratory or exploration well means a well driUed for 
the purpose of searching for undiscovered petroleum 
accumulation on any geological entity to a depth orlevel 
specified in the work programme. 
Field development plan means a plan submitted by the 
contractor for the development of a Commercial 
Discovery which has been approved by the Management 
Committee or Government of India. 
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\$1~}· 
Nm; 
9. 

10. 

11. 

Hiiglln ~lt"'essume 
anull · Hilg!IB 
1remp~lt"'at1!lre 

I 

(!HIJPHT) field! 
Hy«llrnlliillk 
JFrndlllllrlll!llg 

. I ., 

JJ aclk llllp ll"'iig 

HPHT field is characterized by high pressure which 
could reach or exceed 705 kg per square cm (10000 
pounds per square inch) and temperature exceeding 
150° c. 
Hydraulic fracturing is the process of pumping fluid into 
a well to improve productivity in a low permeability 
reservoir.· 
Jack up rig is a drilling rig which can be moved from 
one location to another by towing. Once a jack-up rig is 
towed to the driHing site, three or four 'legs' are lowered 
until they rest on the sea bottom. This allows the 
working platform to rest above the surface of the water. 

12.. Jolinnt iintelt"'est Joint interest billing means a billing statement prepared 
by the Operator .. showing costs and expenditures 
incurred .during -prev10us month, indicating by 
appropriate classification and the nature thereof and 
portion of such costs to each of the member of joint 
venture. 

13. 

14. 

15. 

16: 

17. 

18. 

19. 

I 

bminng (JIB) 

Jo ft!rn.11: Qp e rn ti.n g 
Agll'eemem11t 
(JOA) i 

. . ! 

Mallllagement 
I 

C@mmiittee 
(MC) \ 

Joint operating agreement is an agreement among the 
partners in joint venture for conduct of petroleum 
operations which provides the framework of 
relationship, rights and obligations of the partners. 
Management Committee is constituted as per production 
sharing contract having members nominated by 
contractor and Government of India for overseeing the 
petroleum operations of the block. The MC has advisory 
functions over the exploration operations and approval 
functions over · the development and production 
operations in a block. 

Miiimiirnrnuilm Wol!"Jk Minimum work programme means the mandatory work 
I . 

Pll"IDlglt"'amme programme to be carried out by the contractor with 
(MWP)\ ... respect to each exploration phase. 
New NELP was notified by Government of India in 1999 
Expfonitfon with the 9bjective of attracting private investment in oil 
JLkellllsiJI\tg. Pollicy and gas sector. NELP envisaged award of blocks for 
(NJELP)I .. exploration through competitive bidding. 
Nrnm"'.0~1erat0Jr Non operator is such member of jo:i.nt venture who is not 

an operator. 
Ollllslln@1re Gas 
Tenillliillll~Il 
(OG'JI') : 

Ope1rmti~g 
Commiftee 
(OC) 

This is the onshore plant of DDW project where the gas 
would be processed by ,dehydration and removal of 
sulphur · for transportation and the condensates 
recovered. 

.. Operating. Committee is the coordinating body for ·the 
difection, control and supervision of the joint operations 
rel.ating .to exploration, development and produCtion of 
petroleum and has representatives of each JV partner as 
its members. 
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21. 

rj, 

22. 

23. 

24. 

25. 

26. 

27. 

28. 

29. 

Operator 

Participating 
interest 

Permeability 

Platform rig 

Process cum 
Living Quarter 
Platform 
(PLQP) 

· Production 
Sharing 
Contract (PSC)/ 
Concession 
A reement (CA 
Proved and 
probable (2P) 
:reserves 

Standby charges 

Sul!Jsea PipeUlllle 
(SP) 

WeililHeadl 
JPfa11:foirm. 
(WHP) 

Annexures 

Operator is the member of the joint venture who on 
behalf of other members conducts all the functional 
operations and activities relating to exploration, 
development and roduction of petroleum. ( 
Participating interest means in respect of each party 
constituting the contractor, the undivided . share 
expressed m terms of percentage of such party's 
participation in the rights and obligation under the 
contract.· 
Permeability determines the ease with which the 
reservoir fluid can move out or flow within the rock into 
the well. 
Platform rig is a· drilling rig operated from a fixed 
offshore production latform. 
PLQP is an offshore central processing platform 
designed for DDW located near the Well Head Platform 
where the fluids produced at well head are brought and 
processing activities like water separation, cooling ap.d 
dehydration carried out before sending to the shore. 
Facilities for living quarters are also integrated in this 
platform. 
Production Sharing Contract or Concession Agreement 
is an agreement between Government/regulator. and the 
members of joint venture for exploration, development 
and production of petroleum products and the sharing of 
revenue thereof among them. 
Proved reserves of petroleum are reserves which on the 
basis of available evidence are virtually certain to be 
technically and economically producible (i.e having a 
better than 90 per cent chance of being produced) and · 
probable reserves are those, which are not yet proven 
but which are estimated to have a better than 50 per cent .. 
change of being technically and economically · 

roducible. 
Standby charges means the charges paid to keep ;the 
barges/machinery/equipments _at standby due to reasons 
not attributable to such contractor. 
Subsea pipeline for DDW project is the pipeline for 
transportation of the gas/condensates fro:m PLQP to the 
Onshore Gas Terminal. 
W eH Head Platform is the fixed offshore platform 
designed for DDW from which weH cqmpletion, 
extraction, and production can occur. 
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Stages ilm:volwed in expfortatio11t and dewefopment 

(Referred to at paragraph no, 2, 7) 

o Sigrling of the PSC/CA upon award of a block. 

o Coclpfoting 'the Minimum Work Programme (MWP) as per PSC/CA 
whi9h involves acquisition; processing and interpretation of 2D and/or 
3D seismic data, geological surveys and drilling of exploratory weUs 

I I 

. as per schedule. · · 

o Not,fication, of discovery -When a petroleum deposit is discovered in 
the !contract area, it is informed in Format-A to the Management 
Committee (MC) and the Government. 

o .· on hiscovery, the contractor conducts tests to determine wiieth:er it is 
of c~mnnercial interest and based on analysis and interpretation of such 
tests, submits a notification (in Format B) of potential commercial 
intetest to MC. 

. i 

o Aft~r notification of Format B, the contractor submits to the MC a 
pro~osed appraisal programme with the objective of determining 
whether it is a Commercial Discovery and to determine the area to be 

. deliheated as Dev~lopment Area. . 

o The1 contractor after appraisal makes a proposal to the MC for 
decfaring discovery as a commercial discovery and the Declaration of 
Commerciality (DOC) is done as per the advice of the MC. 

0 ·· Aftdr the DOC, a . Field Development Plan (FDP). indicating the 
development . of a commercial discovery for one or more we Us is 

···. subrpitted by 'the contractor. It includes plan for driUing development 
wells and establishing required infrastructure for recovery, storage and 
tran~portatio,n from development area up to delivery point. It also 
indn.des the financial viability of the project. 

o One~ the FDP :i.s approved by MC, the contractor undertakes the 
. implementation of the FDP with the end view of starting commercial 
production .. 

I 
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Annexures 

Fimmcfai positimn of Gujarat State Wa1rehmllsing Co:rJPl'1Drnlbl([])im 
(Referred to in Paragraph 3.8) 

~ ft!l1l llalkllll) 
Iii:'"··· ··.1qf~z·N'~ir-:21 ,,·:;~,,::/~;~.~.-· ,,::::.:,.',''''~; ~: 2009~ io.: ·' ., ,,,,.. " .;:ioiiZh ; 2o:n.2~113 I~;} . ',j'· '·i~'i'!:! ):-i'·°t-» ¥«·· ": ._,,:; Y1J/-fhh./fi<J.~ ;_:·ii~")~.,,,,.;:<:"' · ·/Af \;':~.~lP::,V ' .. :· ' .-·..;-;•,r:;,r;:,c,.,. 

Capntal & Liabilities 
Share Capital 400.00 400.00 .400.00 400.00 
Reserves and Surplus 157.90 159.90 161.90 163.90 
Reserve u/s 30(1) 230.84 230.84 230:84 273.43 
Bad and Doubtful Fund 10.89 15.24 10.89 10.89 
Deferred Tax Liability (Net) 56.92 58.19 61.40 80.41 
Current Liabilities 42.84 50.53 40.47 43.65 
Provisions" 63.05 83.29 60.51 · 242.61 
Profit and Loss Account 87.40 19.95 101.51 141.57 
Total Capitall & Liabilities 11,M9.84 11,0117.94 11,067.52 11,356.4!6 
Property & Assets 
Cash & Bank Balances 58.97 39.23 99.98 165.24 
Investments 283.90 259.44 226.81 331.58 
Fixed Assets 419.92 404.49 ' 389.84 383.32 
Value of dead stock 7.52 6.69 5.82 4.93 
Sundry debtors 78.79 98.92 94.05 151.50 
Loans, Advances & Deposits 200.74 209.17 251.02 319.89 
Total Property & Assets 11,049.84 11,0117.94 11,067.52 •11,356.46, 

lFillilanciall peirfolt"l!llllal!llce Gujarati: State Wairelhtl[J)Ul!Sling C([])Jr]p)([])Jnlllbl([])l!ll 
~ Illl1l lL21lklln) 

l-i>~r1 1 i:_:~~--~rs1.y~~ ...... ;-c:;)·r:2., .. ·;;+.·)•;"?A.~"1t~~~·;;, ··.2009fi'o~: ¥;''2'.0,i'o~j:f:· · "''""*''"'' ,, ' . ,-.v,,..;;. ·.>Y "' . 

:zon.::112• ;:, 2012;;113 
' ,,,»:.'•· f ·~ :', ·--·"-,-;_ ".'·','·''-'~~ ,:';. ~· ~ 

Jincome 
Warehouse Charges . 407.69 247.11 373.21 514.13 
Rent Income 104.02 124.55 147.88 168.53 
Interest Income 21.55 ' 18.93 19.86 28.40 
Other Income 2.87 0.23 5.43 39.82 
Prior Period Income/ Provision Written 

1.72 0.65 0.00 0.00 
off 
Total Xl!llcome 537.85 391.417 5416.38 750.88 
Expenditl!lre 
Establishment Expenses 317:08 377.50 363.01 357.01 
Rent, Rates and Taxes 106.57 9.59 7.26 5.81 
Maintenance & Repairs 14.32 11.22 5.81 19.68 
Depreciation 17.59 16.63 15.68 14.81 
Others 55.19 41.99 71.06 153.17 
Tota! Expemllitmre · 5HD.75 456.93 4162.82 550.418 
JP'rnfit/ (JLoss) 27.11«) (65.416) 83.56 200.41«) 

Note: The mmmnan acco1lllllllts for 20113-14 are iill1l anears Htdl 201141-115 llnsve !l1lot yet lbee!l1l 
prepared!. 
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Bl I 1 
I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Loss l{)ljf revenllll.e i!iUJJ.e t@ Jlmiiril.Illlg gl{)ldlowns ·at I CD/CF§ IDaslnrntllll at Iless tlhi.al!ll preva1iUI111g tarii.Jfif irafo 

01-05-2010 to 30.04.2011 12 

01.05.2011 to 28.02.2012 10 

01.03.2012 to 30.04.2012 2 

01.05.2012 to 30.04.2013 12 

01.05.2013 to 30.04.2014 12 

01.05.2014 to 30.04.2015 12 

01.05.2015 to 30.04.201_6 12 

01.05.2016 to 30.04.2017 12 

01.05.2017 to 30.04.2018 12 

01.05.2018 to 30.04.2019 12 

Ol.05.20l9 to 30.04.2020 12 

-~ .. 1\ 

Wil.rellnouse 
Area (fillll ··.· cllnarges pe~ 

·sq. ft}of8 mollllt]l]. as pep 
· :gocllovrns ·; agreemel!llt · 

;---~llf r~:e~ , J~f~i~::~~~o~. 
(lillll·~ 

(4) . (5)' 

2,83,246 9,02,944 

2,83,246 9,93,238 

2,83,246 9,93,238 

2,83,246 10,92,562 

2,83,246 12,01,818 

2,83,246 13,22,000 

2,83,246 14,54,200 

2,83,246 15,99,620 

2,83,246 17,59,582 

2,83,246 19,35,540 

2,83,246 21,29,094 

Per sq.ft. rate·.·· , , . , . _ . . . .. 
Warellnouse -·. ·ofwatellnouse War~llnous~ ,·- Warellnou~e- _. 

. cllnarges paid.· ·charges as ][Deir .• ~~ar_g~s·Jll~t ; «:~!llrges t~ be}\!'-\.. . .. 
(Cots/'~ _!by CW~- for ,l(;SWC:t:itrn!f- · ~ Illlllollll~llnt~}~~-·; p:itnclll!)y~9:Wc'·• ·:_~•,,D1ffeteimce) 
coi:4) 1 f~~lln(JIM~riio~Jl!ll-.: ;•. ~t~~~-20,01t --~~ii«jl)ns~][]~t-.'' ;~f~J':t_~~ ~~~~~'.~h~ 
. (In ~ Cot(2)_ (Kllll ~ ·. · al!lldl· ].:.3-2012 '' ' '.;<9s.w.r -_: '-· ~!rf Coil~(2)~;.f 1, 
· . (llim ~ · ' fan!f(Xilll ~· /. · (lilniJf,.}i'r 

.(6) .-. . _ tn .(8) -, 

3.19 1,08,35,328 6.41. 18,15,607 2,17,87,282 1,09,51,954 

3.51 99,32,384 6.41 18,15,607 1,81,56,069 82,23,685 

3.51 19,86,476 9.00 25,49,214 50,98,428 31,11,952 

3.86 1,31,10,742 9.00 25,49,214 3,05,90,568 1,74,79,826 

4.24 1,44,21,816 9.00 25,49,214 3,05,90,568 1,61,68,752 

4.67 1,58,63,997 9.00 25,49,214 3,05,90,568 1,47,26,571 

5.13 1, 74,50,397 9.00 25,49,214 3,05,90,568 1,31,40,171 

5.65 1,91,95,437 9.00 25,49,214 3,05,90,568 1,13,95,131 

6.21 2,11,14,980 9.00 25,49,214 3,05,90,568 94,75,588 

6.83 2,32,26,478 9.00 25,49,214 3,05,90,568 73,64,090 

7.52 2,55,49,126 9.00 25,49,214 3,05,90,568 50,41,442 

1'ofail Jlll, 70, 79,162 
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Annexures 

Statement of subsidy claimed and received by GUVNL during the pe1rfodl 
2009-10 to 2014-15 

2009-JlO 108.29 558.7 . 583.04 

20Jl®-Jl1 83.95 739,72 530 293.67 

GERC Tariff 20H-Jl2 293.67 812.8 830 276.47 
r-~~~-r-~~~--+~~~~-+--~~~~-+--~~~-----1 

Subsidy 20Jl2-Jl3 276.47 871.81 884 264.28 
r-~~~-r-~~~--+~~~~-+--~~~~-+--~~~-----1 

FPPPA 
Subsidy 

WJl3-Jl4 264.28 1,094.56 800 558.84 

20Jl4l-Jl5 558.84 
'fl!lifall Jl®S.29 

2009-rn 362.94 

445.81 

20H-Jl2 347.68 

769.19 

20Jl3-Jl4 1,412.39 

20Jl4l-Jl5 1,791.11 
Tofall 362.94 

.;:~QifieiIB~nig:)1 . 

. ·•:t·:JBailannce •.•J 

982.87 

821.87 

1,383.51 

1,843.20 

1,176.09 489.01 
4~~W3.Jl3 489.0Jl 

luilbsli~jf~;:.i.1: ~iOuntstaiilidlfi~g~ 
JR~ceJi.ve1dP.i. : ··.• · Sunlbsliidl · · ··•' 

900 445.81 

920 347.68 

962 769.19 

1,200 1,412.39 

1,678.72 1,300 1,791.11 

2,200.79 1,500 2,491.90 

}~iinni".:'f: ·~~J· Silltbsliid!y· · ~ Ountsttanndlhug 
ofiluinf ·.· .. ·• ~Received' ;. sunll:Dsliidl 

2009-JlO 144.93 189.47 112 222.40 

2010-11 222.40 201.31 112 311.71 

Water Works WH-12 311.71 254.20 136 429.91 
1--~~~-+--~~~--+~~~~+--'-'-~~~-+--~~~----1 

Subsidy 20ll2-13 429.91 349.63 422 357.54 

50% relief 
subsidy 

2013-14 357.54 434.28 200 591.82 

20].4-Jl5 591.82 481.25 847.91 225.16 

0.00 0.00' 0.00 0.00 

WH-U 0.00 0.00 o:oo 0.00 

0.00 396.07 0.00 396.07 

396.07 0.00 0.00 396.07 
211)]. 4l-Jl5 396.07 509.67 500.00 '405.74 
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2QJl 1l 0-' 11l1 

2®U-J12 
! 

w12.:.13 

WJL3-l41 

2®1l4-1l§ 

'Jfl!J)fan 

1,100.00 1,100.00 

0.00 1,100.00 1,100.00 

0.00 1,100:00 1,100.00 

0.00 · 1,100.00 1,100.00 

0.00 1,100.00 1,100.00 

Niill 6,6®®.®® 6,6®®.@® 

. 61l6.1l6 • 23,§Jl®.69 2®,§ll§.®4 
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Consumption pattern ·of Agricultural consumers DISCOMs wise 

J1:;!:1:2009~1it~~· 

Units sent out from Agricultural feeders (In Mus) 1,180.02 1,037.92 1,128.97 1,215.27 
I Distribution losses as per GERC based on percentage of 165.20 134.93 143.94 151.91 

approved T&D losses (In Mus J 
Units billed to metered consumers (In Mus) 427.52 390.64 442:70 495.29 
Units billed to others (In Mus) 36.10 30.03 45.11 53.59 
Units billed (In Mus) 463.62 420.67 487.81 548.88 
Consumption ofUAG consumers (In Mus) (1-2-5) 551.20 482.32 497.22 514.48 
HP load ofUAG consumers 2,78,620 2,78,517 2,79,249 2,79,147 
Per HP consumption ofUAG consumers (In units) (6/7) 1,978.31 1,731.74 1,780.55 1,843.05 
HP load of MAG consumers 4,01,961 3,30,950 4,70,090 5,32,106 
Per HP consumption of MAG consumers (In units) (3/9) 1,063.59 1,180.36 941.73 930.81 
Per HP excess consumption by UAG (In units) (8-10) 914.72 551.39 838.81 912.24 
Excess consumption by UAG (In Mus) (11 *7) 254.86 153.57 234.24 254.65 
Ratio of per HP ofUAG and MAG (8/10) 1.86: 1 1.47: 1 1.89:1 1.98: 1 

_ ______J 

...._ 
~I 
\. 

1,008.12 
125.11 

453.74 
33.99 

48.7.73 
395.28 

2,78,845 
1,417.57 
6,21,474 

730.10 
687.47 
191.70 
1.94:1 

. ..LI.I __ _J 

~~ 

1,233.35 
148.00 

577.93 
41.28 

619.21 
466.14 

2,77,805 
1,677.94 
7,67,046 

753A5 
924.49 
256.83 
2.23:1 

~~}· · i ·':·c:~~-'\'t: • ':.:::''./ ·. ·:~);:~kt'. . .r;;;~f 1:\ . _,~ .• '.;'';'.''~, . :r:,·:~i~::1 ; ., . y;~r:F:. · ·:;&!~,:·11 ·• •• •• fi'(;;:Y€E ·. .\" ~('~:.·:. • -~·~~~1· ··· -•. ··:~~]s~;·· · '.~f~r:l'~it1 f: ~;'~f:~:-~ · ''.· ·-w11· ', ,· ::;i~··:·;···.r,,: ~rsr ··•· .:\:;:~:r 
":Si; N();'.t ·' ·· :.~~1,g.: . ··. <•:'» ··· ;ticulafs •'<N.• ;;--:,,~ ' '? :~t ; ·:. ;·. . • .... ; • .•• ,.. ...• :.:'.J[.ill -·· ·._,.:,·:;_ . -2009-fO. :-·.-2010~11,· ··•~2011-12·,·· ):'-2012-13 '.~< .• ; :201'3~l41ii:'.: .'/20:i4415'':g~i 

1 Units sent out from Agricultural feeders (In Mus) 666.47 575.57 626.98 729.75 601.31 . 857.22 
2 Distribution losses as per GERC based on percentage of 89.64 71.66 77.43 87.57 54.30 98.58 

approved T&D losses (In Mus) 
3 Units billed to metered consumers (In Mus) 141.54 140.00 156.00 203.95 194.0Q 317.53 
4 Units billed to others (In Mus) 2.23 1.30 1.01 66.45 7Q.60 55.52 
5 Units billed (In Mus) 143.77 141.30 157.01 270.40 264.60 373.05 
6 Consumption ofUAG consumers (In Mus) (1-2-5) 433.05 362.61 392.54 371.78 282.41 385.59 
7 HP load ofUAG consumers 2,49,180 2,48,532 2,48,511 2,47,986 2,20,879 2,47,510 
8 Per HP consumption ofUAG consumers (In units) (617) 1,737.90 1,459.01 1,579.57 1,499.20 1,278.5:7 1,557.88 
9 HP load of MAG consumers 1,34,904 2,90,024 3,01,928 3,52,868 4,17,140. 5,23,121 
10 Per HP consumption of MAG consumers (In units) (3/9) 1,082.25 482.72 516.68 577.98 465.07 606.99 
11 Per HP excess consumption per HP by UAG (In units) (8c10) 655.66 976.30 1,062.89 921.22 813.49 950:89 
12 Excess consumption by UAG (In Mus) (11 *7). 163.38 242.64 264.14 228.45 179.68 235.35 
13 Ratio of per HP ofUAG and MAG (8/10) 1.61: 1 3.02:1 3.06:1 2.59:1 2.75:1 2.57:1 
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SI. No 

I 

2 

3 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 

-

Particulars 

Units sent out from Agricultural feeders (In Mus) 

Distribution losses as per GERC based on percentage of 
approved T&D losses (In Mus) 
Units billed to metered consumers (In Mus) 
Uni ts billed to others (In Mus) 
Units billed (In Mus) 
Consumption of UAG consumers (In Mus) (1-2-5) 
HP load of UAG consumers 
Per HP consumption ofUAG consumers (In units) (6/7) 
HP of MAG consumers 
Per HP consumption of MAG consumers (ln units) (3/9) 
Per HP excess consumption by UAG (In units) (8- 10) 
Excess consumption by UAG (In Mus) (I I *7) 
Ratio of per HP ofUAG and MAG (8/ 10) 

Particulars 

Units sent out from Agricultural feeders (In Mus) 
Distribution losses as per GERC based on percentage of 
approved T&D losses (In Mus) 

Units billed to metered consumers (In Mus) 

Units bi lled to others (In Mus) 
Units bi lled (In Mus) 
Consumption ofUAG consumers (In Mus) ( 1-2-5) 
HP load ofUAG consumers 
Per HP consumption of UAG consumers (In units) (6/7) 
HP load of MAG consumers 
Per HP consumption of MAG consumers (In units) (3/9) 
Per HP excess consumption by UAG (In units) (8- 10) 
Excess consumption by UAG (In Mus) ( 11 *7) 
Ratio of per HP ofUAG and MAG (8/10) 

~ 

PGVCL 
2009-10 2010-11 

8,259.27 6,972.17 

2,3 12.60 1,8 12.77 

782 832 
37.87 24.3 

8 19.87 856.30 
5, 126.80 4,303 . 11 

22,83,935 23,32,7 11 
2,244.72 1,844.68 

13,7 1,174 15,69,279 
570.3 1 530.18 

1,674.4 1 1,3 14.50 
3,824.24 3,066.35 

3.94: 1 3.48: I 

UGVCL 
2009-10 2010-11 

8,7 16.11 7,384.55 

1,307.42 1,033.84 

1,166.90 1,040.71 

35.83 51.97 
1,202.73 1,092.68 
6,205.96 5,258.04 

34,92, 171 35 ,4 1,992 
1,777. 11 1,484.49 

11,10,742 11,66,708 
1,050.56 892.0 1 

726.55 592.48 
2,537.23 2,098.56 

1.69: 1 1.66: 1 

~ 
~ 

2011-12 2012-13 

8, 164.31 9 ,971.38 

2,367.65 2,692.27 

11 86 1789 
39.34 146.32 

1,225.34 1,935.32 
4,57 1.32 5,343.79 

23,64,827 24,33,986 

1,933.05 2, 195.49 
19,47,090 25,14,478 

609. 11 7 11.48 
1,323.93 1,484.01 
3, 130.88 3,6 12.06 

3. 17: 1 3.09: 1 

2011-12 2012-13 

8,226.61 9,391.5 1 

I, 110.59 1,220.90 

1,210.62 1,437.8 1 

78.67 77.67 
1,289.29 1,515.48 
5,826.73 6,655. 14 

35,55,458 36,07,447 
1,638.8 1 1,844.83 

12,47, 175 14,5 1,934 
970.69 990.27 
668. 12 854.56 

2,375.48 3,082.78 
1.69: 1 1.86:1 

2013-14 

8,319.38 

1,930. 10 

1764 
65.02 

1,829.02 
4,560.26 

25,3 1,295 
1,80 1.55 

29,76,643 
592.6 1 

l ,208.94 
3,060.18 

3.04:1 

2013-14 

7,864.92 

514.37 

1,409.66 

48.66 
1,458.32 
5,892.23 

36,32,828 
1,62 1.94 

17,77,345 
793. 13 
828.8 1 

3,010.93 
2.04:1 

a.JI 

2014-15 

10, 134.04 

2,432.17 

2210 
43.73 

2,253.73 
5,448. 14 

25,83,618 
2,108.73 

35,57,527 
62 1.22 

1,487.51 
3,843.16 

3.39: I 

2014-15 

9,22 1.5 1 

1,244.90 

1,87 1.54 

72.40 
1,943.94 
6,032.67 

36,43,3 63 
1,655.80 

20,70,923 
903.72 
752.08 

2,740.10 
1.83: I 
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