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PREFACE 

This Report deals with the results of audit of Government Companies 
and Statutory Corporations for the year ended March 20 L 7. 

The accounts of Government Companies (including companies deemed 
to be Government Companies as per the provisions o f the Companies 
Act) are audited by the CAG under Section 139 and 143 of the 
Companies Act, 20 L 3. The accounts cert ifi ed by the Statutory Auditors 
(Chartered Accountants) appointed by the CAG under the Companies 
Act are subject to supplementary audit by offi cers of the CAG and the 
CAG gives his comments or supplements the reports of the Statutory 
Auditors. In addition, these companies are also subject to test audit by 
the CAG. 

Report s in relation to the accounts of a Government Company or 
Corporation are submitted to the Government by the CAG fo r laying 
before State Legislature under the provisions of Section I 9A of the 
Comptroller and Auditor General 's (Duties, Powers and Condi tions of 
Serv ice) Act, 197 1. 

The instances mentioned in this Report are those, which came to noti ce 
in the course of tes t audit for the period 201 6-1 7 as well as those which 
came to notice in earli er years, but could not be reported in the previous 
Audit Reports. Matters relating to the period subsequent to 201 6-1 7 have 
also been included, wherever necessary. 

This Report inc ludes one Performance Audit on " Functioning of 
Southern Power Distribution Company of Telangana Limited" and eight 
Compliance Audit paragraphs including one deta iled Compliance Audit 
on "Non-operating revenue in Telangana State Road Transport 
Corporation''. 

The audit has been conducted in conformity with the Auditing Standards ~ 
issued by the CAG. 
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OVERVIEW 

I I. Functioning of State Public Sector Undertakings 

As on 3 1 March 20 17 there were 69 Public Sector Undertakings (PSU), fa lling 
under audit purview. Out of these, 43 were Working PSUs ( 15 pertain 
exclusively to Telangana and 28 were fo rmed due to bifurcation o f the State). 
Four other PSUs were under demerger and the remaining 22 were Non­
working PSUs (yet to be bifurcated). As on 3 1 March 201 7, the investment 
(capital & long term loans) in 69 PSUs was ~ 59,211 .85 crore. Of the 43 
working Public Sector Undertakings, only 18 PSUs submitted the ir accounts 
as of 30 September 201 7. The turnover of 18 Public Sector U ndertakings was 
~ 47,329.46 crore. Tile Return Oil Equity and Return on fllvestment for 18 
Working Public Sector Undertakings was (-)1 7.81 and (-)11 per cent 
respectively based Oil latest finalised accounts as on 30 September 201 7. 

(Paragraph 1.1, 1.6) 
Investment in Public Sector Undertakings 

As on 31 Marcil 2017, illvestment (capital and long term loans) in 43 
Working Public Sector Undertakings was ~58,746.19 crore. In respect of 15 
Public Sector Undertakings (Exclusive Telangana Public Sector 
Undertakings), the investment has grown by 246.08 per cent from ~ 9,0 19.60 
crore in 201 2- 13 to ~ 3 1,2 15.06 crore in 201 6- 17. Increase in investment was 
due to increase in investment in the service sector to a large extent through 
loans raised by Telangana Drinking Water Supply Corporati on Limited. The 
accumulated losses o f six PSUs were ~ 2 1,472.50 crore. The huge 
accumulation of losses by six PSUs was eroding public wealth which is a 
cause of serious concern. 

(Paragraph 1.6, l .7,l. 14(b)) 

I II. Performance Audit relating to Government Company I 
A Performance Audi t on Functioning of Southern Power Distribution 
Company of Telangana Limited was conducted. The Overview of the audit 
findings is given below: 

)> The Aggregate Revenue Requirement for a year was requi red to be 
filed by the Company with State Electricity Regulatory Commission 
120 days before commencement of the respective financ ia l year. 
However, due to delay in submission of Aggregate Revenue 
Requi rement by the Company, application of earlier tari ff order 
resulted in loss of revenue of ~ 323.89 crore. Control should be put in 
place to ensure that ARR is fi led in a timely manner. 

(Paragraph 2.6. 1.2) 

The Company had spent ~ 6632.62 crore during 20 12- 17 on creation and 
strengthen ing of infrastructure as against the SERC approval of 
~ 5843.43 crore. As SERC does not allow recovery of expenditure in 
excess of the approved amounts through tari ff, the Company was 
burdened with excess expenditure of ~ 789. 19 crore. The Company 
should develop a system to adhere to SERC approved norms and file 
timely tru ing-up to absorb excess investment. 

(Paragraph 2.6.1.3) 

vii 



~ The Company reported continuous reduction in energy losses during 
the period 2012-17. However, the losses were higher than the norm 
fixed by State Electricity Regulatory Commission in all the years. As a 
result, the Company was burdened with additional loss of~ 1306.76 
crore during the period 2012-17. 

(Paragraph 2.6.2.1 (A)) 

State Electricity Regulatory Commission stated (March 2015) that 
during the truing-up of the power purchase cost, agricultural sale 
quantum would be limited to actual consumption or the Tariff Order 
quantity, whichever is less. This was to avoid passing of excess power 
purchase costs due to increased agricultural sales to other consumers. 
However, the power supply to agriculture exceeded the approved limits 
during 2012-17. This resulted in additional burden of~ 1744.56 1:;rore 
on the Company. 

(Paragraph 2.6.2.1 (B)(i)) 

The Company purchased short term power in excess of State Electricity 
Regulatory Commission limits and at rates higher than the maximum 
ceiling limits set by State Electricity Regulatory Commission. This 
resulted in an extra cost of~ 5,820.90 crore during 2012-17. 

(Paragraph 2.6.2.2) 

By implementing the directions of the State Government to ensure 
supply for nine hours to agriculture, without ensuring the funding in 
advance, Company was forced to meet expenditure of~ 585.91 crore 
from its own funds. 

(Paragraph 2. 6.2.3 (C)) 

National Electricity Fund (Interest Subsidy) Scheme provided for 
interest subsidy ranging from three to five per cent on the interest paid 
on loans taken for execution of various capital works taken up dming 
2012-14. The Company, however, claimed (up to March 2017) scheme 
benefits on only~ 4.01 crore of interest paid during the year 2013-14 
instead of~ 216.91 crore paid during 2013-17. 

(Paragraph 2.6.3.1) 

The Government of India formulated (October 2012) the Financial 
Restructuring Plan to tum-around loss making State owned DISCOMs. 
As the Company did not approach the SERC for approval of Financial 
Restructuring Plan, State Electricity Regulatory Commission did not 
allow the Company to recover interest of~140.74 crore on rescheduled 
loans for 2015-16 through tariff. 

(Paragraph 2.6.3.2) 

Audit analysis of Power Factor at 33 kV feeders originating from Extra 
High Tension sub-stations revealed that the Power Factor was less than 
the norm. 

(Paragraph 2.6.4.1) 

~ ---Central Electricity Authority.issued specifications on energy efficient 
outdoor type three phase and· single phase distribution transformers in 
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August 2008. As per these specifications, the quantum of energy 
conserved would increase with higher star rating. The Company, 
however, continued to buy three star distribution transformers in its 
j urisdiction . Audit anal ys is showed that the Company could have saved 
701 to 20586 units per di stribution transformer on various capacities of 
5 star 3-phase distribution transformers instead of 3 star di stribution 
transformers. This would have enabled the Company to conserve 
energy of ~ 2,220.49 crore over the 25 years' lifetime of 5 star 
distribution transformers. 

(Paragraph 2.6.4.3 (B)) 

Penalty of ~ 29.74 crore levied during 2012-1 7 for delay in supplies, 
though withhe ld, were subsequently released based on the 
representations of the vendors. The Company released penalties 
w ithout proper verification. 

(Paragraph 2. 6. 6.1) 

The Company continued to incur carrying costs on materials of 
~ 33.86 crore due to non-compliance to the directions of Audit 
Committee to di spose of the obso lete stocks. 

(Paragraph 2.6.8.4) 

I III.Compliance Audit Observations 

Overview of some of the compliance audit observations is given below: 

Hyderabad Growth Corridor Limited made excess payment of ~ 15.35 
crore to the concessionaire which was not recovered over a period of s ix years 
lead ing to loss of interest of~ 7.37 crore as of June 20 17. 

(Paragraph 3. 1) 

Northern Power Distribution Company of Telangana Limited levied 
electricity duty on kWh un its instead of kV Ah units in respect of specified 
Low Tension consumers which resulted in its short co llection and consequent 
loss to the Government by ~ 28.56 lakh. 

(Paragraph 3.2) 

Southern Power Distribution Company of Telangana Limited did not 
adhere to the provis ions of the Employees' Provident Fund and Miscellaneous 
Provis ions Act, 1952 resulting in extra expenditure of~ l 00.63 crore during 
20 12- 17. 

(Paragraph 3.3) 

Telangana State Forest Development Corporation Limited sustained a loss 
of~ 3. 14 crore due to the delay in the sale of euca lyptus pulpwood. 

(Paragraph 3.4) 

Telangana State Mineral Development Corporation Limited fa iled to 
comply with the provisions of Value Added Tax Act which resulted in 
extension of undue benefit of ~ 18.03 crore to the buyers of sand. 

(Paragraph 3.5) 
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Telangana State Power Generation Corporation Limited adopted faulty· 
drawings resulting in additional expenditure of ~47.89 lakh which was borne 
by the Company and not by the firm. 

(Paragraph 3.6) 

Telangana State Road Transport Corporation 

Following the bifurcation of the State in June 2014, the erstwhile Andhra 
Pradesh State Road Transport Corporation (APSRTC) was bifurcated into 
APSRTC and Telangana State Road Transport Corporation (TSRTC). 

A detailed review of non-operating revenue in TSRTC revealed the following: 

~ The categorisation of bus stations was not reviewed since 2003 even 
though the underlying economic factors such as growth of the cities or 
change in commercial character of the cities had undergone substantial 
change. 

In the selected five regions, there were vacant stalls in 33 bus stations 
(out of 358). The Corporation lost the opportunity to earn revenue of 
~ 3 .95 crore. 

(Paragraph 3. 7.4.1) 

~ There was a delay of two years in issuance of circular (21 April 2014) 
by the Corporation for collection of Service Tax from the date of issue 
of notification (No. 30, dated 20 June 2012) by the Government of 
India. The Corporation was liable to pay Service Tax of~ 5.96 crore. 

(Paragraph 3. 7.4.2) 

~ Due to non-utilisation of the commercial space, the Corporation had 
lost the opportunity to earn revenue in (i) Commuter Amenity Centre/ 
Bus Terminal, Kukatpally - ~ 0.35 crore; (ii) Commuter Amenity 
Centre/ Bus Terminal, Koti- ~ 0.82 crore. 

(Paragraph 3. 7.4.3) 

~ Due to non-enforcement of contractual terms, an amount of 
~ 2.62 crore remained unrecovered either from the Private Hire Bus 
Owners/ Advertising Agencies. 

The Corporation failed to intimate to advertising agencies the number 
of new buses added which resulted in loss ofrevenue of~ 0.64 crore. 

(Paragraph 3. 7.4.4) 

~ The Corporation, to comply with the directions of Government, to 
ensure safety and security of girls and women, modified city ordinary 
buses at a cost of~ 3.43 crore without obtaining prior assurance from 
Government of funds. Of this, an expenditure of~ 1.39 crore did not 
serve its objective. 

(Paragraph 3.8) 
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The State Public Sector Undertakings (PSUs) consist of State Government 
Companies and Statutory Corporations. The State PSUs are established to carry 
out activities of a commercial nature keeping in view the welfare of the people. 
They occupy an important place in the State economy. 

Reorganisation of State 

Telangana State was formed on 2 June 2014, fo llowing bifurcation of erstwhile 
composite State of Andhra Pradesh. Under, the AP Reorganisation Act, 2014, a 
PSU shall pass to that State where it is exclusively located in or its operations 
are exclusively confined. Assets and li abi lities of PSUs with interstate 
operations was to be apportioned between the two States as under: 

• The operational units on location basis; and 
• The headquarters on the basis of population ratio . 

Total 33 1 PSUs were identified in the Act, with interstate operations, which 
were to be demerged. Out of these, 28 PSUs2 were functionally bifurcated. 
However, the transfer of assets and liabilities of these demerged PSUs was yet 
to be finalised. 

As on 3 1 March 2017, there were 69 PS Us in Telangana. None of the PSU was 
listed on the stock exchange(s). Two new PSUs (Kaleswaram Irrigation Project 
Corporation Limited (KIPCL) and Telangana State Horticulture Development 
Corporation Limited (TSHDCL)) were incorporated in 20 16-17. No Company 
was closed down during the year. The details of the State PSUs in Telangana 
State as on 31 March 201 7 are given below: 

Table 1.1: Total number of PS Us as on 31March2017 

Werldal Total PSU1 
Government Companies 403 0 40 

Government Companies (under demerger)/ 04 22 26 
Non-workin Com anies (under demer er) 
Statutory Corporations 03 0 03 

Total 47 22 69 

Source: Information furnished by State Government and PSUs 

These 434 working PSUs (including Statutory Corporations) had a workforce of 
1.38 lakh employees as at the end of March 2017. Of the 43 working PS Us, 
only 18 PS Us submitted their accounts as of 30 September 201 7. The turnover 

1 During 2016- 17, Government ofTelangana reclassified The Nizam Sugars Limited as a PSU exclusive 
to Telangana State which was included in Schedule CX of AP Reorganisation Act, 2014 

2 25 Government Companies and three Statutory Corporations 
3 15 exclusive to State and 25 PSUs fanned due to demerger 
4 lnfonnation in respect of manpower of two PS Us not received 
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of 18 PSUs was ~ 47,329.465 crore wh ich represented seven per cent of State 
Gross Domestic Product (GDP)6 fo r 20 l 6- 17. The Return 011 Equity and 
Return 011 J11vest111e11t for 18 Working Public Sector U11dertaki11gs was 
(-)1 7.81 and (-) 11 per cent respectively based 011 latest finalised accounts as 
011 30 S eptember 201 7. Six PS Us registered a profit of ~ 947.5 1 crore, of which 
The Singareni Collieries Company Limited accou nted for 58.29 per cent o f total 
profit. Seven PSUs registered a to tal loss of ~ 5,7 J 7.40 crore. Five PS Us had 
no profit/ loss7. T he total investment in 438 working PSUs was 
~ 58,746. 19 crore. 

1.2 A Government Company or any other Company owned or controlled, 
directly or indi rectl y, by the Central Government, or by any State Government 
or Governments or partl y by Central Government and partly by one or more 
State Governments is subject to audit by the CAG. Audit of Government 
Companies is governed by respective provisions of Section 139 and 143 of the 
Companies Act, 20 13 (Act). Section 2 (45) defines a "Government Company" 
as one in wh ich not less than 51 p er cent of the paid-up hare capital is he ld by 
the Govemment(s). A Government Company includes a subsidiary of a 
Government Company. 

1.3 Statutory Auditors are appointed by the Comptroller and A udi tor 
General of lndia (CAG) under Section 139 of the Companies Act, 201 3. The 
Statutory Auditors conduct audit of accounts of the Government Compan ies in 
accordance with Section 143 of the Companies Act 2013 . 

T he accounts of PS Us are subject to supplementary audit by CAG under Section 
143 of the Companies Act, 20 13. The CAG plays an oversight role by 
monitoring the performance of the Statutory Audi tors. The overall objective of 
CAG audit is that the Statutory Auditors discharge the functions assigned to 
them. This functi on i discharged by exercising the powers as under: 

• to issue directions to the Statutory Auditors under Section 143(5) of the 
Companies Act, 2013, and 

• to supplement or comment upon the Statutory Auditor's report under 
Section 143 (6) of the Companies Act, 20 13. 

Audit of Statutory Corporations is governed by their respective legis lations. 
Out of the three Statutory Corporations, CAG is the sole aud itor for Telangana 
State Road Transport Corporation. The audit of Telangana State Warehousing 
Corporation and Telangana State Financial Corporation is conducted by 
Chartered Accountants, fo llowed by Supplementary audit by CAG. 

1.4 The State Government exercises control over the affa irs of these PSUs 
through its administrative department . The Chief Executive and Director to 

5 ~ 39.327.37 crore of 11 PSUs as per Annexure I .2(a) and ~ 8,002.09 crore of seven P Us as per 
Annexure I .2(c). Other 25 PS Us have not submitted their first accounts 

6 Gross Domestic Product of Telangana - ~ 6,54,294 crore 
7 Any difference in expenditure over income is provided by Government 

x Two PS Us did not furnish the infonnation 
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the Board are appointed by the Government. 

The State Legislatu re also monitors the accounting and uti li ation of 
Government investment in the PSUs. For this, the Annua l Reports of State 
Government Companies, together with the Statutory Auditors' Reports and 
comments of the CAG, are to be placed before the Legislature under Section 
394 of the Companies Act. Separate Audit Reports are also required to be 
placed before the Legislature in case of Statutory Corporations as stipulated in 
the respective Acts. 

The Audit Reports of CAG are submitted to the Government under Section I 9A 
of the CA G 's (Duties, Powers and Conditions of Service) Act, 197 1. 

Stake of Govenmeat efT .. paa 

1.5 The State Government has a s ignificant financial stake in these PSUs. 
This stake is of mainly three types: 

• Share Capital and Loans - Ln addition to the Share Capital 
Contribution, State Government also provides financial assistance by 
way of loans to the PS Us from time to time. 

• Special Financial Support - State Government provides budgetary 
support by way of gran ts and subsidies to the PSUs, as and when 
required. 

• Guarantees - State Government also guarantees the repayment of loans 
with interest availed of by the PS Us from Financial Institutions. 

lavestment In State PSU1 

1.6 As on 3 1 March 201 7, the Government investment (cap ital and long 
term loans) in 69 PSUs is detai led below: 

Table 1.2: Total investment in PSUs 
(f i11 crore) 

Govenme11tCom1allles StahltarvC-

TypeofPSU1 ...... ...... Grud 
Capital T- Total Capital T- Toal Toal 

Loam* Loni* 
439(40+3) 

3796.6 1 50339.86 541 36.47 306.98 4302.74 4609.72 58746.19 
Working PSUs 
4 PS Us under 

36.64 169.83 206.47 0 0 0 206.47 
demerger-Working 
22 PS Us under 
demerger-Non- 74.66 184.53 259. 19 0 0 0 259.19 
working 
Total 3907.9 1 50694.22 54602. 13 306.98 4302.74 4609.72 59211.85 

Source: Information as furnished by PSUs 

*The long term loans include loans fro m Central and State Governments, Public 
Financial Institutions and Commercial Banks 

As on 3 1March 2017, of the total investment in State PSUs, 99.2 1 per cent was 
in working PSUs (Exclus ive Telangana + PSUs formed due to demerger) and 
the remaining 0.79 per cent in PSUs under demerger (4 PSUs yet to be 

9 Two PSUs viz., Pashamylaram Textiles Park and Tclangana State Housing Corporation Limited have 
not furnished information 
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demerged and 22 Non-working PSUs). This total investment consisted of 
7. 12 per cent towards capital and 92.88 per cent in long term loans. The 
investment had grown by 246.08 per cent from~ 90 19.60 crore in 2012-13 to 
~ 3 1215.06 crore in 20 16-17 as shown in the following graph: 

Chart 1.1: Total Investment in PSUs (Exclusive Telangana PSUs) 

,,, 
..... 
0 
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Sectoral analysis of investments 

J 1,2 15.06 

201 6- 17 

1.7 The sector-wise summary of investments as on 31 March 20 17 1s given 
below: 

Table 1.3: Sector-wise investment in 69 PS Us 

(( in crore) 

28579.34 29 127.87 (- 1.88 
Service 15709.59 4226.82 27 1.66 
Manufacturin 6339.53 6305.20 0.54 
Finance* 4477.36 2385. 15 87.72 
Infrastructure 323 1.81 95 1 .33 239.7 J 
Agriculture & Allied 874. 17 50.45 1632.75 
Miscellaneous 0.05 5. 13 (-)99.03 
Total 592 11 .85 4305 J .95 

Source: Information as f urnished by PSUs 

*The corresponding figures ofTelangana State Financial Corporation (TSFC) in 2015-16 were 
not available. Hence, the increase in investment in 2016-1 7. The infonnationfurnished by TSFC 
for 2016-17 was/or the undivided C01poration. 

The sector wise investment at the end of 3 1 March 201 3 and 3 1 March 20 17 in 
15 Exclusive Telangana PSUs are indicated in the fo llowing bar charts: 
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Chart 1.2 (a): Sector-wise investment 

(15 Exclusive Telangana PSUs) - 2012-13 

5470.55 

2068.52 

I 
1479.96 

0.57 I 
Senice Power :\Ian ufactu ring lnfrasrruccure 

St>ctor 
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Of the total investments in 2016- 17, Government investments were highest in 
the Power sector fo llowed by Service sector (Table 1.3). The losses in Power 
sector accounted for 99.88 per cent of the total losses incurred by the State 
working PSUs in 2016-1 7. There was an increase of 27 1.66 per cent in 
investments (loans) in the Service Sector to a large extent through loans raised 
by Telangana Drinking Water Supply Corporation Limited. 

Similarly, there was an increase in investments in Infrastructure and Agriculture 
& All ied (A&A) sectors mainly due to loans received fro m Gof in respect of 
Hyderabad Growth Corridor Limited and Telangana State Horticulture 
Development Corporation Limited respectively. Further, there was an increase 
in the investments in A&A sector towards equity from State Government of 
~ 100 crore to Kaleshwaram Irrigation Project Corporation Limited. 

1.8 The State Government provided financia l support to PSUs in various 
fo rms through annual budget. The summarized detai ls of budgetary outgo 
towards equity, loans, grants/ subsidies, loans wri tten off and interest waived off 
in respect of working PS Us and PS Us under demerger for the year ended March 
20 17 are as fo llows: 

5 
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Table 1.4: Details regarding budgetary support to PS Us 

((ill crore) 

2016-17 2015-16 
SL Partlculan 4311 Working PSUs 4011 Working PSUs 
No. No.of No.of 

PS Us Amount PSUs 
Amount 

1 Equity capital outgo from budget 11 2072.46 11 530.92 
2 Loans given from budget 02 162.73 08 699 1.L 6 
3 Grants/Subsidy given from budget 16 8420.02 12 103 16.58 
4 Total Outgo 29 10655.21 31 17838.66 
5 Interest/Penal interest written off 0 0 0 0 
6 Guarantees issued 12 05 235 14.02 0 1 646.1 6 
7 Guarantee Commitment13 10 33 105.65 05 10422.77 
8 Total outgo of 15 PSUs from SI. 

No.4 above (Exclusive to 06 798 1.63 06 5438.31 
Telangana State) 

Source: Information as f urnished by PSUs 

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

(15 Exclusive Telangana PSUs) 

((in crore) 
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- Budgeta ry outgo towards Equity, Loans and Grants/Subsidies 

Budgetary support by the State Government in respect of 15 PSUs (exclusive to 
State) increased from ~ 5438.3 1 crore in 2015- 16 to ~ 7981.63 crore during 
2016-17 registering an increase of 46. 77 per cent over the period 2015-1 7. This 
increase was due to budgetary support in the form of (i) equity capital to 
Kaleshwaram Irrigation Project Corporation Limited and Southern Power 
Distribution Company of Telangana Limited; and (ii) grants/ subsidy to 
Telangana State Horticulture Development Corporation Limited, Southern Power 
Distribution Company of Telangana Limited, Northern Power Distribution 

10 O ut of these 43 PSUs, two PSUs have not furnished information 
11 Out of these 40 PSUs, only 33 PS Us had furnished information 
12 Government guarantee issued to the PSUs during a particular year 
13 Closing balance o f Government guarantee in respect of PS Us at the end of a particular year 
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Company of Telangana Limited, Kaleshwaram Irrigation Project Corporation 
Limited and Telangana Drinking Water Supply Corporation Limited. 

Reconciliation with Government 

1.9 The figures in respect of equity, loans and guarantees outstanding as per 
records of State PSUs should agree with that of the figures appearing in the 
Finance Accounts of the State. In case the figures do not agree, the PSUs 
concerned and the Finance Department should carry out reconciliation of 
differences. The position in this regard as at 3 1 March 201 7 was as fo llows: 

Table 1.5 (a): Equity, loans, guarantees outstanding as per Finance Accounts 
vis-a-vis records of PSUs (Exclusive Telangana) 

((in crore) 

Outstanding In No.of Amoutuper Amoutuper 
PSU1 ** Finance records of PSUa DUfereace respect of Accounts # 

0214 986.03 885.65 100.38 
Loans 0215 1100.00 2065.68 - 965.68 

Guarantees 0216 11 517.58 23829.80 

Table 1.5 (b): Equity, loans, guarantees outstanding as per Finance Accounts 
vis-a-vis records of PS Us (PS Us formed after demerger) 

Outstandlaa In 
No.of Amouatuper Amountuper 

PSU1** Finance Accounts records of PSU1 respect of # 

(A) (B) (C) (D) 

Equity 01 0.95 0.75 
Loans 03 393.09 1042.80 

Guarantees 07 6266.84 3642. 15 

Source: Finance Accounts and Information as furnished by PSUs 

** Informa tion received for these Companies only. 

# Information as furnished by PSUs. 

(~in crore) 

Dlft'ereace 

00-
. 

0.20 
(-)649.7 1 

2624.69 

Audit observed that there were differences in figures in respect of Equity, Loans 
and Guarantees in the records of State PSUs and Finance Accounts. These 
differences were in respect of 13 PSUs (four exclusive Telangana PSUs and 
nine PSUs formed after demerger). Some of these differences were pending 
reconciliation more than two decades. The matter was taken up (October 20 17) 
with the State Government and replies are awaited. The Government and the 
PSUs should take concrete steps to reconcile the differences in a time-bound 
manner. 

14 The Singareni Collieries Company Limited & Telangana Drinking Water Supply Corporation Limited 
15 Hyderabad Metro Rail Limited & Telangana Drinking Water Supply Corporation Limited 
16 Telangana Drinking Water Supply Corporation Limited & Kaleshwaram Irrigation Project Corporation 

Limited 
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Guarantee f ee 

State Government helps the PSUs to raise loans from banks and Public Financial 
Institutions by giving guarantee for repayment of principal and interest. For this 
purpose the Government charges guarantee commission which varies from 
0.25 per cent to one per cent as decided by the State Government, depending 
upon the loanees. The guarantee commitment increased from< 10422.77 crore in 
2015-1 6 to < 33 105.65 crore in 201 6- 17 in respect of all PSUs, including PSUs 
under demerger. There were four 17 PSU's which did not pay guarantee 
fee/commission during the year and accumulated outstanding guarantee 
fee/commission there against was < 9 .43 crore (as on 31 March 2017). 
-~· -~ ·-: • • • • ' '. • .- ,. - • • • • ~ J ·~ • '''.'., ,· .-~-. ' • • - ~ '~l' 

':l', .... ~ _~ .. "i: ~ -' • r :_ ~ '~ • LC "4._\ .......... ·~ ·~~ 0 :.;..i• ~ ~~' ..... t.:~.i"' _.,~·:-..'....~-::,_~- ,• ~- -'~ ~-~ ~1, 

1.10 Section 96 ( 1) of the Companies Act, 20 13 requires that the PSUs 
fi nalise their accounts within six months from the end of the relevant financial 
year, i. e. , by September end. Failure to do so may attract penal provisions under 
Section 99 of the Companies Act, 20 13. Similarly, in case of 
Statutory Corporations, their accounts are finalised, audited and presented to the 
Legislature as per the provisions of their respective Acts. 

Table 1.6 provides the details of progress made by working PS Us in finalisation 
of accounts as on 30 September 201 7: 

Table 1.6: Position relating to finalisation of accounts of working PS Us 

2. Number of accounts finalised durin the ear 
3. 
4 . 2. 17 1.75 

5. 
Number of Working PS Us with arrears 111 

42 41 
accounts 

6. 
Extent of arrear of working PSUs I to 9 I to 14 
numbers in ears ears ears 

Source: As compiled by Olo PAG (A udit) Telangana & Olo PAG (Audit) Andhra Pradesh 

*Working PSUs include PSUs exclusive to State, PS Us formed after demerger and PSUs under 
demerger. 

As on 30 September 20 17 it was seen that: 

• The accounts of 11 PSUs (29 accounts) exclusive to State were in 
arrears ranging from one to four years. The accounts of 27 PSUs 
formed due to demerger were in arrears from one to three years. In 
respect of four PSUs under demerger, accounts were in arrears 
ranging from one to nine years. 

• Except one PSU, the accounts of all 24 PSUs (excluding Statutory 
Corporations) formed due to demerger were in arrears though nine 

17 Exclusive Telangana: The Nizam Sugars Limited (~ 0.5 1 crore); PSUs formed after demerger: 
Telangana State Industrial Infrastructure Development Corporation Limited ~ 0.41 crore), Telangana 
State Horticulture Development Corporation Limited (~ 6.43 crore) and PSUs yet to be bifurcated 
between the states: Telangaaa State Financial Corporation ~ 2.08 crore) 
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accounts were received during the year. Of the 25 PSUs, 18 PSUs 
did not furnish their first accounts (Annexures l.l(a) to (c)). 

It is pertinent to note that APMDC-SCCL Suliyari Coal Company Limited 
(Exclusive Telangana) and AP Tribal Power Corporation Limited (under 
demerger) have not submitted their fi rst Accounts since their formation 
(20 13- 14 and 2008-09 respectively). 

The Administrative Departments have the responsibility to oversee the activities 
of these entities and to ensure that the accounts are finalised by the PSUs and 
adopted by the Boards of the respecti ve PSUs within the stipulated period. The 
arrears of accounts continue to ex ist though the Departments concerned were 
being informed regularly. 

Placement of Separate Audit Reports on Statutory Corporations 

1.11 Separate Aud it Reports (SARs) issued by the CAG on the accounts of 
Statutory Corporations, are required to be tabled in the Legislature. However, 
all three Statutory Corporations 18 had not submitted the ir accounts since 
inception. 

Impact of non-finalisation of accounts 

1.12 As pointed out above (Paragraph 1.10 to 1.11), the delay in finalisation 
of accounts may also result in risk of fraud and leakage of public money. It is 
also in violation of the provis ions of the relevant Statutes. In view of the above 
state of arrears of accounts, the actua l contribution of PS Us to the State GDP for 
the year 20 J 6- 17 could not be ascertained. Their contribution to State exchequer 
was also not reported to the State Legislature. 

It is, therefore, recommended that the Government may: 

• set up a cell to oversee the clearance of arrears and set the targets for 
individual PSU which would be monitored by the cell ; 

• consider outsourcing the work relating to preparation of accounts, 
wherever the staff is inadequate or lacks expertise. 

r ... ldtlt 

1.13 Overall profit earned/loss incurred by working PSUs (15 Exclusive to 
State) during 201 2-1 3 to 201 6- 17 are given in the Chart 1.4 below. The net loss 
incurred by the PS Us increased by 95. 14 per cent over the period 20 15- 17: 

is Telangana State Financial Corporation (Date of incorporation 3 1.08.2015), Telangana State 
Warehousing Corporation (Date of incorporation 22.09.20 15) and Telangana State Road Transport 
Corporation (Date of incorporation 27.04.2016) 
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Chart 1.4: Profit/ Loss of working PS Us (Exclusive Telangana PS Us) 
(Annexure 1.2 (a)) 
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(Figures in brackets show the number of working PS Us in respective years) 

There were 43 working PSUs in the State, out of which 14 19 PSUs finalised 
their accounts during October 2016 to September 20 17. Six working PS Us 
which fina li sed their accounts, earned a profit of~ 947.5 1 crore and six PSUs 
incurred a loss of~ 57 16.33 crore. Two working PSUs, i.e., Telangana State 
Beverages Corporation Limited and Telangana Power Finance Corporation 
Limited had no profit/ loss20. 

Major Contributors to profit were The Singareni Collieries Company Limited 
~ 552.29 crore), Telangana State Power Generation Corporation Limited 
~ 336.53 crore), Transmission Corporation of Telangana Limited ~ 45.91 crore) 
and Telangana State Technology Services Limited~ 7.90 crore). 

Heavy losses were incurred by Power Distribution Companies, viz., Southern 
Power Distribution Company of Telangana Limited (TSSPDCL) 
~ 4700.23 crore) and Northern Power Distribution Company of Telangana 
Limited (TSNPDCL) ~ 1,010.08 crore) (Annexures J.2(a) to (c)). Thi was 
mainly due to excess expenditure on power purchase in comparison to the 
revenue realised and increase in employee costs, operational expenditure etc. 

19 14 PSUs include seven exclusive Telangana PSUs and seven PS Us fonned due to demerger 
20 Any difference in expendi ture over income is provided by Government 
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1.14 (a) Some other key parameters of PSUs are given below: 

Table 1. 7: Key Parameters of Working PS Us and PS Us under demerger 

((in crore) 

2016-17 2015-16 

Working PSUs Working 
PSUsfonned Working formed due to PSUs Working due to PSUs PSUs demeraer uader PSUs 

exclusive to (lnduding demerg exdusiveto demerger under 

State Statutory er State (indadln1 demerger 

Corporations)21 Statutory 
Coruoratiou) 

Return on Equity(%) (-) 16 6 0 (-) 12 0.00 0 

Return on Capi tal 
(-)38.32 10.66 11.03 (-)16.28 0.00 (-)3.94 

Employed (%) 

Debt 14595.49 11552.92 0. 10 15155.44 3.67 56.05 

Tumover22 39327.37 8002.09 23.88 35084.52 0.10 47.60 

Debt/ Turnover Ratio 0.37 1.44 0.00 0.43 0.00 1. 18 

Interest Payments23 1596.77 1575.63 16.00 1197.13 0.00 6.90 

Source: As per the latest finalised Annual Accounts of PSUs 

Above parameters showed a mixed trend in financial position of the PSUs. In 
respect of working PSUs exclusive to State, Return on Capital employed 
(RoCE) decreased to (-)38.32percent in 201 6-17 as against (-) 16.28percent in 
201 5- 16. This was due to the negative growth in the RoCE of power distribution 
companies viz., Southern Power Distribution Company of Telangana Limited 
(TSSPDCL) and Northern Power Distribution Company of Telangana Limited 
(TSNPDCL). This was a lso due to reduction of profits of The Singareni 
Collieri es Company Limited while the capital employed increased during 2016-
17. Debt turnover ratio had decreased from 0.43 in 20 15-16 to 0 .37 in 201 6-1 7 
(PSUs exclusive to State). 

Erosion of capital due to losses 

1.14 (b) . The paid-up capi tal and accumulated losses of the State PSUs as per 
their finalised accounts were ~ 3,64 1.22 crore and~ 17,559.78 crore 
respectively as detailed in Annexure 1.2 (a) and l.2(c) . Analysis of investment 
and accumulated losses disclosed that net worth had eroded in respect of six out 
of 18 PSUs for which accounts were finalised as on 30 September 20 17. The 
paid-up capital and accumulated losses of these six PSUs were ~ 1,037.44 crore 
and~ 2 1,472.50 crore respectively. 

Of these six PSUs, the net worth had primaril y eroded in power sector 
companies, i.e., Southern Power Distribution Company of Te langana Limited 
((-)~ 11 ,696.38 crore) and Northern Power Distribution Company of Telangana 
Limited ((-)~ 4,801.78 crore). The accumulated losses of power sector PSUs 
were ~ 21,220.22 crore as against the paid-up capital of ~ 1,003.24 crore 
(Annexure 1.2 (a)) . 

21 Out of 28 PSUs (formed due to demerger) only seven PS Us have submitted their accounts 
22 Turnover of working PS Us as per their latest finalised accounts as of30 September 2017 
23 Includes PS Us who have fina lised their accounts ti ll September 20 17 
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Among non-power sector PSUs, the net worth had primarily eroded in The 
Nizam Sugars Limited ((-)~ 2 11 .58 crore), and Hyderabad Growth Corridor 
Limited((-)~ 3.66 crore) as detailed inAnnexure 1.2 (a). 

Thus, the accumulation of huge losses by these PSUs is eroding public wea lth 
which is a cause of serious concern. 

Status of audit 

1.15 Out of 15 working PSUs, seven PSUs forwarded their 11 audited accounts 
to P AG during the year 2016-17. Of these 11 accounts, six accounts were 
selected for supplementary audit24

. 

Out of 28 PSUs formed due to demerger, seven PSUs submitted the ir nine 
accounts after incorporation. All the nine accounts of seven PSUs were selected 
for supplementary audit. 

Out of four PSUs under demerger, two PSUs forwarded their audited accounts 
to P AG during the year 2016- 17 and the accounts were selected for 
supplementary audit. None of the three working Statutory Corporations 
submitted their accounts to P AG during the year 201 6- 17. 

Results of audit by the Statutory Auditors 

During the year, the Statutory Auditors gave: 

• unqualified certificates in respect of five accounts; 
• qualified certificates in respect of nine accounts; 
• adverse certificate (which means that accounts do not reflect a true and 

fair position) in respect of one account and; 
• disclaimers (meaning the Auditors are unable to form an opinion on 

accounts) in respect of fi ve accounts pertaining to exclusive Telangana 
PSUs and PSUs formed after demerger. 

Results of audit by CA G 

The Audit Reports of Statutory Auditors appointed by CAG and the 
Supplementary Audit of CAG indicate that the quality of maintenance of 
accounts needs to be improved. The details of aggregate money value of 
comments of Statutory Auditors and CAO are given below: 

Table 1.8: Impact of audit comments on working PS Us 

SI. No. 

2 Increase in loss 
3 Non-disclosure of material 

facts 
4 Errors of classification 

Source: Comments issued by the CAG and Statuto1y Auditors 

(~in crore) 

Amount 
826.95 

13.9 1 
0 

0 

24 Five accounts (Pashamylaram Textiles Park for the years 20 I 0- 11 to 2013- 14 and Damodhara Minerals 
Private Limited 2016-1 7) were given Non-Review Certificates 
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There were 22 Non-working PSUs as on 31 March 2017. The stages of closure 
in respect of Non-working PS Us is given below: 

Table 1.9: Closure of Non-working PS Us 

Total No. of Non-working PSUs 

Of ( I) above, the No. under 

(a) Liquidation by Court (liquidator 
a ointed 

(b) Voluntary winding up 

(c) Closure, i.e. , closing orders/ 
instructions issued but liquidation 

rocess not et started. 

10 0 

Not available 

Not available 

Source: information as furnished by Official Liquidator 

10 

Out of these non-working PSUs, 10 were reported in the process of liquidation 
since decades. The official liquidator was appointed in respect of these companies 
as far as back as 11 to 27 years. Audit enquired (May 2017) their status from the 
Public Enterprises Department of the State Government. It was replied 
(September 2017) that the matter had been referred to the respective departments. 

The process of voluntary winding up under the Companies Act is much faster 
and needs to be adopted/ pursued vigorously. The Government may like to 
consider winding-up of remai ning non-working PSUs, where no decision about 
their continuation or otherwise has been taken after they became non-working. 

Performance Audits and Paragraphs 

1.17 For the Report of the Comptroller and Auditor General of lndia for the 
year ended 3 1 March 201 7, one Performance Audit and eight audit paragraphs 
were issued to the Special Chief Secretaries/Principal Secretaries of the 
respective Departments with the request to furnish replies within six weeks. 
Replies in respect of one Performance Audit and six compliance audit paragraphs 
were received from the State Government. Replies in respect of two compliance 
audit paragraphs were received from the Management (7 February 2018). 

Rep lies outstanding 

1.18 The Report of the Comptroller and Auditor General of lndia (CAG) 
represents the culmination of the process of audit scrutiny. It is, therefore, 
necessary that they elicit appropriate and timely response from the executive. 
The Finance Department, erstwhile Government of Andhra Pradesh, had 
issued (June 2004) instructions to all Administrative Departments to submit 
replies/explanatory notes to paragraphs/reviews included in the Audit Reports 
of the CA G of India within a period of three months of their presentation 
in the Legislature, in the prescribed format, without waiting for any 
questionnaires from the CoPU. 
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As 011 30 September 2017, out of 493 Pe1formance Audits/Paragraphs, 
Explanatory Notes to 99 Performance Audits/Paragraphs in respect of I 125 

departments, which were co111me11ted upon, were awaited (A1111exure 1.3). The 
Departments concerned and Managements were addressed (May 2017) 
rega rding non-receipt of Explanatory notes and Action taken notes to the 
Reviews and Paragraphs of prev iou Audit Reports. 

During 2014- 17, eight meetings of the Co PU were conducted to discus the 
Reports. The last meeting was held on 29 October 2016. 

Discussion of Audit Reports by Committee on Public Undertakings 
(Co PU) 

1.1 9 The status of Performance Audit and Paragraphs that appeared in Aud it 
Reports (PS Us), as on 30 September 201 7 and discussed by the Committee on 
Pub lic Undertakings (CoPU) is indicated in A nnexure 1.4 . 

Out of 83 Performance Audits (PAs) and 410 Paragraphs, 21 PAs and 2 10 
Paragraphs were di cussed by CoPU. 

Com liance to Re rts of Committee on Public Undertakings (CoPU) 

1.20 Action Taken Notes (A TNs) in respect of 464 paragraphs pertaining to 
50 Reports of the CoPU presented in the State Legislature between April 1983 
to March 2007 had not been received (September 201 7) (A 1111exure 1.5). 

These reports of CoPU contained recommendations in respect of paragraphs 
pertaining to 1226 departments, which appeared in the Reports of the CAG of 
India for the year 1983-84 to 2006-07. 

It is recommended that the Government may ensure: (a) ubmission of replies to 
!Rs/Explanatory Notes/ Draft Paragraphs/ Performance Aud its and A TNs on the 
recommendations o f Co PU , as per the prescribed time schedule; (b) recovery of 
loss/ outstanding ad vances/ overpayments within the prescribed period; and 
(c) revamping of the system of responding to audit observations. 

Coverage of this Re~rt 

1.21 This Report contains one Performance Aud it on "Function ing of 
Southern Power Distribution Company of Telangana Limited (TSSPDCL)" and 
eight Compliance Audit Paragraphs including one deta il ed Compliance Audit 
on "Non-Operating Revenue in Telanga na State Road Transport Corporation" . 

T hese audit findings relate to PSU which fall under Department of Energy; 
Industries and Commerce; Environment, Forests, Science and Technology; 
Municpal Admi nistration & Urban Development and Transport, Roads & 
Buildings. The number of PSUs, investment, turnover and R eturn on Equity 

25 I. Industries & Commerce 2. Consumer a ffai rs, Food & Civil Supplies 3. Revenue 4. Home 5. Energy 6. 
Agriculture & Co-operation 7. Transport and Roads & Buildings 8. Housing 9. Youth Advancement, 
Tourism and Culture I 0. Municipal Admi nistration & Urban Development and I I . General 
Administration 

26 I . Industries & Commerce 2. Irrigation and Command Area Development 3. Revenue 4. Animal 
Husbandry 5. Energy 6. Agriculture & Co-operation 7. Transport, Roads & Buildings 8. Home 
9. Housing 10. Youth Advancement, Tourism and Culture I I. Consumer affairs, Food and Civi l 
Supplies and I 2. General Administration. 
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(RoE) in respect of PSUs (exclusive Telangana PS Us and PS Us formed due to 
demerger) under these five depa11ments is given below: 

Table I.JO (a): Key parameters of the Departments covered i11 the Report 

SL Name of Sector/ No.of Investment Turnover# Retumon 
o. Department PS Us (tin crore) (f In crore) Equity# 

(in "'•l 
I Energy 7 36,933.02 46,741 .83 (-) 18 

2 Industries and 14 2,794.3 1 0.92 (-)2 
Commerce 

3 Environment, Fores ts. I 9.10 NA NA 
Science and 
Technology 

4 Municipal 3 4 ,527.34 278.97 (-)2 
Administration & 
Urban Development 

5 Transport, Roads & I 2,516.06 NA NA 
Bui ldings 
Total 26 46,779.83 47,02 1.72 

# out of 26 PSUs, only 14 PSUs have finalised their accounts. Hence, turnover and Return on 
Equity in respect of these PSUs only have been included. 

NA = Information was not available as First Accounts were not fi nalised. 

It can be seen that the investment was very high in PSUs under Energy 
Depa11ment but had a negati ve RoE, i.e., (-) 18 per cent. 

The investment, turnover and RoE in respect of the PSUs commented upon in 
the Report are given below: 

Table 1.10 (b): Key parameters of the PS Us covered i11 the Report 

SL Investment Turnover 
Return on 

No. 
ame of the PSU 

(tin crore) <' in crore) 
Equity 
(in•/.) 

1 Telangana State Power Generation 14783 .40 7038.15 
7 Corporation Limited 

2 orthem Power Distribution 2698.50 7 194.87 (-)9 
Company ofTelangana Limited 

3 Southern Power Distribution 59 17.77 17622.74 (-) 17 
Company ofTelangana Limited 

4 Telangana State Mineral 0.05 NA NA 
Development Corporation Limited 

5 Telangana State Forest 9. 10 NA NA 
Development Corporation Limited 

6 Hyderabad Growth Corridor 246 1.04 0.32 (-) I 

Li mited 
7 Telangana State Road Transport 25 16.06 NA NA 

Corporation 
Total 28385.92 3 I 856.08 

NA = Information was not available as Fi rst Accounts were not fi nalised. 
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CHAPTER II 

PERFORMANCE AUDIT RELATING 
TO GOVERNMENT COMP ANY 

Functioning of Southern Power Distribution 
Company of Telangana Limited 





Chaeter II 

2. Performance Audit relatin to Government Comeany 

2.1 Functioning of Southern Power Distribution Company of Telangana 
Limited 

Executive Summary 

lntrod11ctio11 

Power distribution in 14 districts of Telangana State is carried out by 
Southern Power Distribution Company of Telangana Limited (TSSPDCL) 
under ten Circles. TSSPDCL (Company) functions under the administrative 
control of Department a/Energy, Government o.fTelangana. 

Regulatory Framework in Supply of Electricity 

The Aggregate Revenue Requirement (ARR) for a year was required to be fi led 
by the Company with State Electricity Regulatory Commission (SERC) 
120 days before commencement of the respective financial year. Jn the year 
2016-1 7, the old tar[!Jwas continued up lo June 30, 2016 as the tariff order 
was issued only on 23 June 2016 due to delay in submission of ARR by the 
Company. This resulted in loss of revenue of ( 323. 89 crore. 

The Company had sp ent ( 6632.62 crore during 2012-17 on creation and 
strengthening of inji-astructure as against the SERC approval of 
( 5843.43 crore. As SERC does not allow recove1y of expenditure in excess of 
the approved amounts through tariff, the Company was burdened with excess 
expenditure of ( 789.19 crore. 

Financial management 

The Company reported continuous reduction in energy Losses during the 
period 2012-17. However, the losses were higher than the norm fixed by 
SERC in all the years. As a result, the Company was burdened with additional 
loss of ( 1306. 76 crore during the period 2012-17. 

SERC stated (March 2015) that during the truing-up of the power purchase 
cost, agricultural sale quantum 'vvould be limited to actual consumption or the 
Tariff Order quantity, whichever is less. This was to avoid passing of excess 
power purchase costs due to increased agricultural sales to other consumers. 
However, the power supply to agriculture exceeded the approved limits during 
2012-17. This resulted in additional burden of ( 1744.56 crore on the 
Company. 

The Company purchased short term power in excess of SERC limits and at 
rates higher than the maximum ceiling limits set by SERC. This resulted in an 
extra cost of ( 5,820.90 crore during 20 I 2-17. 

By implementing the directions of the Stale Government to ensure supply for 
nine hours to agriculture, without ensuring the .funding in advance, Company 
was .forced to meet expenditure of ( 585. 9 I crore from its own funds. 

Implementation of Schemes 

National Electricity Fund (interest Subsidy) Scheme (NEF) provided for 
interest subsidy ranging from three to jive per cent on the interest paid on 
loans taken for execution of various capital works taken up during 2012-14. 
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The Company, however, claimed (up to March 2017) scheme benefits on only 
~4.01 crore of interest paid during the year 2013-14 instead of ~216.91 crore 
paid during 2013-17. 

The Go! formulated (October 2012) the Financial Restructuring Plan (FRP) 
to turn-around loss making State owned DISCOMs and to ensure their long 
term viability. As the Company did not approach the SERC for approval of 
FRP, SERC did not allow the Company to recover interest of~ 140.74 crore 
on rescheduled loans for 2015-16 through tariff 

Operational performance 

As per the guidelines of Central Electricity Authority, Power Factor (PF) of 
the distribution system and bulk consumers should not be less than 0.95. Audit 
analysis of PF at 33 kV feeders originating from Extra High Tension sub­
stations revealed that the PF was less than the norm (i.e., 0.95) for more than 
six months at 75, 72 and 106 feeders in 2014-15, 2015-16 and 2016-17 
respectively. 

Central Electricity Authority issued specifications on energy efficient outdoor 
type three phase and single phase distribution transformers (DTRs) in August 
2008. As per these specifications, the quantum of energy conserved would 
increase with higher star rating. The Company, however, continued to buy 
three star DTRs in its jurisdiction. Audit analysis showed that the Company 
could have saved 701 to 20586 units per DTR on various capacities of 5 star 
3-phase DTRs instead of 3 star DTRs. This would have enabled the Company 
to conserve energy of ~ 2,220.49 crore over the 25 years' lifetime of 5 star 
DTRs. 

Contract Management 

Penalty of ~ 29. 7 4 crore levied during 2012-17 for delay in supplies, though 
withheld, were subsequently released based on the representations of the 
vendors. Audit noticed that apart from few force majeure cases, the Company 
released penalties without proper verification including cases where 
representations were submitted belatedly. Further, the Company paid~ 51.10 
crore during the years 2012-17 towards price variations on its purchases, 
however, it did not call for any documentary evidence. 

Information Technology Security 

The Company did not formulate a formal IT policy and a long/ medium-term 
IT strategy indicating lack of strategic planning. The Company did not have 
Board approved Information Security Policy for protection of its applications/ 
database as well as the data residing therein. 
The Company did not have approved policies on password protection, change · 
management, disaster recovery and business continuity etc. 

Internal Control and Monitoring System 

The Company neither had an Internal Audit Manual nor prepared annual 
Audit plans. There was no periodical review and reconciliation of Electricity 
Duty (ED) paid to State Government with ED demanded/ collected from 
consumers. This had resulted in overpayment/ short-payment of ED during the 
years 2012-17. 

The Company continued to incur carrying costs on materials of< 33.86 crore 
due to non-compliance to· the directions of Audit Committee to dispose of the 
obsolete stocks. 
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Energy purchased by Transmission Compan ies from generating companies is 
distributed through Distribution Companies (DISCOMs). DISCOMs are the 
fi rst point of contact with the consumers in the electricity sector (Chart 2. 1 ). 
The objecti ve of the distribution sector is supply of reliable and quality power 
in an effi c ient manner and at reasonable rates. 

Chart 2.1 : Flow of energy from Generation to Consumers 

Color Key: 
Red: Generation 
Blue: Transmission 
Green: Distribution 
Black: Customer 
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Power distribution in Telangana is carried out by two Distribution 
Companies27 . Southern Power Distribution Company of Telangana Limited 
(TSSPDCL) is the license holder fo r 14 districts28 of Telangana covered under 
ten Circles29

. TSSPDCL (Company) functions under the administrative contro l 
of Department of Energy, Government ofTelangana. 

The Organisation structu re of the Company is detailed below30: 

Director (Projects, 
Commercial & IT} 

CGM 
(Projects) 

CGM 
(Comm.) 

Board of Directors 

Chairman & Managing 
Director 

CGM 
(P&MM) 

Director 
(Finance) 

CGM 
(Finance) 

27 Soul.hem Power Distribution Company of Telangana Limited (TSSPDCL) and Northern Power 
Distribution Company of Telangana Limited (TSNPDC L) 

28 Hyderabad, Jogulamba-Gadwal, Mahabubnagar, Medak, Medchal , Nagarkumool, Nalgonda, 
Rangareddy, Sangareddy, Siddipet, Suryapet, Vikarabad, Wanaparthy and Yadadri-Bhuvanagiri 
districts 

29 Hyderabad (Central), Hyderabad (North), Hyderabad (South), Mahabubnagar, Medak, Nalgonda, 
Rangareddy (East), Rangareddy (North), Rangareddy (South) and S iddipet C ircles 

3° CGM : Chief General Manager 
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The Audit covers the performance of the Company during the period 20 12-17. 
The Audit was conducted during the months of February to June 201 7. Out of 
ten circles, five circles31 were selected in Audit for detai led examination. The 
Entry Conference was held with the Management and State Government on 
20 February 201 7 to discuss the audit objectives, criteria and methodology. 
Exit Conference was held on 25 October 2017 to discuss the audit findings, 
conclusions and recommendations thereon. The replies of the Government to 
the Audit findings were considered wherever necessary while finali sing the 
Report. 

' . j : 
Objectives of the Audit were to seek an assurance that: 

• the di stribution network was adequate and efficient; 
• operations of the Company were financially viable; 
• Government schemes were implemented economically, efficiently and 

effectively; and 
• steps were taken to provide reliable and sustainable energy to all. 

i· I i i · .. . j 

The sources of audit criterion considered for achievement of audit objectives 
were: 

• Provisions of The Electricity Act, 2003, Companies Act, 2013, 
National Electricity Policy and the guidelines of the Schemes 
sponsored by Ministry of Power (MoP), Government of India. 

• Guidelines and other directions issued by MoP, State Electricity 
Regulatory Commission (SERC) and State Government. 

• Norms fixed by various agencies32 with regard to operational activities. 
• Agenda and minutes of the meetings of Board of Directors of the 

Company. 
• Standard procedures for award of contracts with reference to principles 

of economy and effectiveness; norms of technical and non-technical 
losses. 

• Industry Standards for IT infrastructure security. 
• Energy Conservation Act, 2001 . 

Audit acknowledges and appreciates the co-operation and assistance extended 
by the officers and the Management of the Company at various stages of 
conducting the Performance Audit. 

The performance of the Company during the years 201 2- 17 is given in the 
Table 2. 1 below: 

31 Hyderabad (North), Mahbubnagar, Medak, Nalgonda and Rangareddy (North) 
32 Central Electricity Regulatory Commission (CERC), SERC, MoP and the State Government 
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Table 2. 1: Performance indicators 

-I I i : 

' 
Financial Performance (fin crore) 
A. Liabilities 

Paid Up Capital 728.48 728.48 728.48 728.48 728.48 

Reserves & surplus (-)6038.30 (-)668 1.74 (-)5742.01 (-)790 1. 11 (-) 12424.86 

Borrowings (Loan Funds) 
Secured 2708.88 4460.34 3 18 1.10 4538. 19 1327.94 

Unsecured 62.72 2824.92 2830.3 1 2830.3 1 76 19.67 
Current Liabilities & 
Provisions 14720. 17 10722.57 11 603.90 14950.73 20052.04 

Total 12181.95 12054.57 12601.78 15146.60 17303.27 

B. Assets 

Gross Block 7642.87 8652.99 7806.40 97 16. 10 11264.81 

Less: Depreciation 3501.1 6 4008.64 3572.5 1 411 5.94 4782.70 

Net Fixed Assets 41 4 1.7 1 4644.35 4233.89 5600. 16 6482. 11 
Capital Work-in-
Progress 829.30 9 15.98 925.56 689.90 767.74 

Investments 276.78 295.62 465.35 46 1.67 460.88 
Current Assets, 
Loans & Advances 6934.16 6 198.62 6976.98 8394.87 9592.54 

Total 12181.95 12054.57 12601.78 15146.60 17303.27 

Source: Annual Accounts 

The following trends can be seen from the above: 
• Current liabilities of the Company increased from ~ 14,720 crore 

(201 2- 13) to ~ 20,052 crore (201 6- 17). There was an increase in the 
liabilities despite restructuring of the Company by way of demerger of 
two out of the then ex isting 11 Circles (2014). 

• The Company invested substantially in augmenting its infrastructure 
leading to 53 per cent increase in fi xed assets during 2014- 17. This 
was mainly due to implementation of the State government policy 
(201 5-1 6) fo r nine-hour supply to agricultural consumers. 

The Distribution Companies (DlSCOMs) file Aggregate Revenue 
Requirement (ARR) with State Electricity Regulatory Commiss ion (SERC) 
for determination of tari ff. The ARR projects the revenue requirements to 
meet the costs in a year which can be passed on to consumers by way of tari ff. 
SERC reviews the ARR and issues Tariff Orders detailing the revenue 
requirement which can be passed on by the DISCOMs to the consumers, by 
way of tari ff. 

2.6.1.1 Compliance to Multi-Year Tariff Framework 

SERC introduced Multi Year Tariff33 (MYT) framework in 2005. According 
to thi s, ARR proposals are to be submitted to SERC fo r determination of tari ff 

31 Multi-year tariff refers to tarim proposed and fixed for more than one financial year and is generally 
for a control period which is normall y five years 
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for Wheeling34 and Retail sale of electricity for each control period35
. The 

Company submitted multi-year proposals36 for Wheeling tariff. However, the 
same was not done with respect to retail supply tariff37 on the ground that 
reasonable projections could not be made. The Company attributed it to 
uncertainties surrounding lift irrigation schemes and other policies as well as 
uncertainty in estimation of power purchase costs. Accordingly, SERC 
allowed the Company to file ARRs38 in two parts: 

• retail supply tariff for both LT and HT consumers on annual basis 
projecting their expenditure on power purchase and operation & 
maintenance and; 

• wheeling tariff for distribution business for the control period. 

The Government (November 2017) accepted the Audit observation and stated 
that MYT proposals were not submitted for retail supply tariffs. Controls need 
to be put in place to ensure that the MYT framework is complied with. 

2.6.1.2 Timeliness in filing of ARR 

The ARR for a year is required to be filed 120 days before commencement of 
the respective financial year, i.e., by 30 November of the preceding year. 
Timely tariff fixation was mandatory under the Financial Restructuring Plan of 
the Government of India (Gol). This was also mandatory to receive continuous 
assistance under National Electricity Fund. 

The SERC provided extensions of time on the request of the Company. 
However, the Company could not adhere to extended dates. The delays were 
particularly marked after the State re-organisation, being 69 days and 99 days 
in 2015-16 and 2016-17 respectively. The Company suffered a loss of revenue 
on this acco1mt, since during the pendency, the Tariff Order of the previous 
year was operated. In the year 2016-17, the old tariff was continued up to 
June 30, 2016 as the Tariff Order was issued only on 23 June 2016 dm? to 
delay in submission of ARR by the Company. This resulted in loss of 
revenue of~ 323.89 crore. 

The Government stated (November 2017) that the delay in filing for 2016-17 
was due to uncertainties on power requirements for upcoming lift irrigation 
schemes and policy decisions of State Government. Government further stated 
that the losses suffered would be adjusted while truing-up39 with SERC. 

34 Wheeling charges are payable by third parties utilising the infrastructure ofDiscoms 
35 Control period is a multi-year period fixed by the Commission from time to time, usually five years, for 

which the principles of determination of revenue requirement will be fixed. 2°d Control period was from 
2009-14; 3rd control period being from 2015-19 

36 For this, the Company includes multi-year projections for the investment required for creation of additional 
infrastructure (network strengthening, addition of substations, transformers etc.,) to meet the growth in 
demand 

37 Retail sale is direct distribution by the Company to end-users 

· 
38 In 2014-15, the Company did not submit the ARR for the remaining period after the formation of the State 

(June 2014). As a result, the Company had to follow the Tariff Order of 2013-14 for 2014-15. The loss of 
the Company had increased from~ 811.24 crore during 2013-14 to ~1170.74 crore during 2014-15, mainly 
due to non-revision of Tariff and adoption of Tariff Order of 2013-14 for 2014-15 

39 Tariff Order is issued by the SERC before the commencement of the relevant period indicating the 
probable costs and tariff to recover the same. Subsequent to completion of the relevant period, the 
DISCOMs files for truing-up of tariff indicating the actual costs incurred and the revenue for that period. 
SERC verifies the same and identifies the deficit/ surplus to be passed on to the consumers in the ensuing 
Tariff Order · 
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The fact remains that the Company sustained Joss in the relevant financial 
years due to delay in submission of ARR proposals and consequent delay in 
issue of Tariff Order by SERC. Additionally, the Company did not complete 
the truing-up exercise despite the completion of the control period . Control 
should be put in place to ensure that ARR is fi led in a timely manner. 

2.6.1.3 Adherence to SERC approved ARR 
Audit found that the demand projected by the Company was always in excess 
of the actual demand (Chart 2.240) ranged from 11 .43 to 20.09 per cent 
(20 12-1 7). SERC, while approving the Wheeling Tariff for second control 
peri od, i.e., 2009-2014, opined that the basis for capita l investment for 
network expansion and strengthening was more based on arithmetic method 
and lacked technical study. 

Chart 2.2: Demand projected by the Company, approved by ERC and the actual 
energy input into distribution system 
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The SERC approved ~ 5843.43 crore (2012-1 7) towards creation and 
strengthening of infrastructure. The Company, however, spent (Chart 2.3) 
~6,632.62 crore, i. e., an excess of~ 789.19 crore (13.51 per cent). SERC 
allowed recovery of only the amounts approved in the ARR through tariff. The 
expenditure in excess of the approved amount was not allowed to be recovered 
through tariff. As a result, the Company was burdened with excess 
expenditure of~ 789. 19 crore du ring the period 2012-1 7. 
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Chart 2.3: Investments in distribution network 
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The Government stated (November 201 7) that it made significant investments 
in augmenting the network to meet the increase in demand (25 per cent growth 
in demand during 20 14-17). The investments were based on data gathered at 
different levels of the Distribution network. The Government also stated that 

• 0 In the absence of Tariff Order for 201 4-1 5, the Company adopted the Tariff Order of 2013- 14 for 2014-15 also. As 
the actual input was without demerged Circles viz., Kumool and Anantapur Circles, Audit did not compare the 
same 
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while SERC made adverse comments on the basis fo r investments, such 
comment was not repeated in the 3rd control period. It hoped that excess 
investments would be absorbed during "truing-up". 

The reply was not tenable, as Audit did not find a comprehensive technical 
study that could have formed the basis for augmentation of the network. The 
Company did approach SERC for in-principle approval for investments41

. The 
SERC did not allow recovery of excess investments from tariff. It advised the 
Company to approach the State Government to fund the policy. However, the 
State Government did not accede to the request. Additionally, the Company 
did not complete the truing-up exercise despite the completion of the control 
period. It may also be noted that Audit fou nd inefficiencies in procurement 
(Paragraph No. 2.6.6) which would also lead to excess expenditure in capital 
projects. The Company should develop a system to adhere to SERC approved 
norms and fi le timely truing-up to absorb excess investment. 

The turnover of the Company increased from ~ 15,677 .22 crore in 2012- 13 to 
~ 17,622.74 crore in 2016-17, registering a growth of 12 per cent during the 
period 20 12-17. The loss before taxes of the Company decreased during 
2012-1 7. The cumulative loss of the Company, however, as at the end of 
March 20 17 was ~ 15,325.22 crore due to which the net worth showed a 
negative balance of ~ 11 ,696.38 crore (Chart 2.4). 

Chart 2.4: Key Financials 
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Audit analysis showed that the continued losses registered by the Company 
were mainly due to: 

• High operating losses; 
• High power purchase cost; 
• Inability to claim subsidy from State Government; and 
• Inability to recover dues from consumers. 

The succeeding paragraphs contain detailed analysis: 

2.6.2.1 Operating losses 

A) Distribution losses in excess of SERC norms 

The losses at 33 kV stage are termed as sub-transmission losses while those at 
11 kV and below are termed as distribution los es. Above losses may occur 
mainly on two accounts, i.e., technical losses and commercial losses. 

4 1 necessitated by the nine-hour free supply to agriculture 
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Technical losses occur due to inherent character of the equipment used for 
transmitting and distributing power and resistance in conductors through 
which energy is transmitted. On the other hand, commercial losses occur due 
to theft of energy, defective meters, unmetered supply etc. 

SERC determined the permissible energy losses and applied them while fix ing 
the distribution tariff for the respective year. Various incentives/ grants under 
centrally sponsored schemes were also based on achievement of specified 
reduction in energy losses. Thus, it was imperative for the company to keep 
energy losses below the level approved by the SERC. 
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Chart 2.5: Energy Losses 
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The Company reported continuous reduction in energy losses during the period 
2012- 17. However, the losses were higher than the norm fix,ed by SERC in all 
the years (Chart 2. 5). As a result, the Company was burdened with additional 
loss of ('1306. 76 crore (Annexure-2.1) during the period 2012-1 7. 

A further analysis revealed that Hyderabad South Circle, with losses above 
40 per cent in all the years under review, was the major contributor to the 
losses of the Company. 

SERC, while fixing the permissible energy losses, drills it down to 
voltage-wise losses. Audit found that while the Company could control the 
losses at 33 kV and at 11 kV voltages, the problem area was at the Low 
Tension (LT) level. While the SERC approved 5.50 per cent losses of 11 kV 
level in 201 6- 17, the actual losses were 7.92 per cent. 

Audit further observed that the Company reported lesser energy losses by 
2327 .18 MU valuing at ~ 1202.2 1 crore to the Gol funding agencies like 
Power Finance Corporation Ltd. (PFC) by adopting incorrect method. While 
calculating the losses, the purchase and sales should have been measured using 
the same unit of measurement, which was not done. The input energy (energy 
purchased) was in kWh and the energy sold was a combination of kWh and 
kV Ah, which cannot be compared. 

The Government stated (November 201 7) that it was unable to achieve the 
stringent loss trajectory approved by SERC. It had been able to reduce the 
losses by adopting several technical42 and commercial43 loss reduction 
measures. The losses in Hyderabad South Circle were attributed to 

42 Replacing aged equipment with energy efficient equipment, load balancing of Distribution 
Transformers, bifurcation of overloaded feeders etc. 

43 Replacement of defective meters, sealing of meters, effective checks against unauthorised 
connections, effective revenue collection etc. 

27 



Report No. I of 2018 (Public Sector Undertakings) 

unauthorised loads, and intensive inspections were conducted to curb the theft. 
Further, it was stated that combination of kWh and kV Ah was adopted as PFC 
requested for calculation oflosses on the basis of billed units. 

Audit accepts that the Company did undertake measures to reduce losses, 
however, the SERC norms could not be met. The losses in Hyderabad South 
Circle continued to be high at 42.02 per cent in 2016-17. Further, the 
Company did not produce any documents to support its contention that PFC 
requested to calculate Aggregate Technical and Commercial (AT &C) losses 
on the basis of billed units. 

B) Supply of power to agricultural consumers 

(i) Adherence to limits levied by SERC 

While scrutinising ARR submitted by the Company, SERC fixes and 
communicates the quantum of supply for agricu ltural consumers to State 
Government for deciding subsidy. SERC stated (March 201 5) that during the 
truing-up of the power purchase cost, agricultural sale quantum would be 
limited to actual consumption or the tariff order quantity, whichever is less. 
This was to avoid passing of excess power purchase costs due to increased 
agricultural sales to other consumers. 

However, the power supply to agriculture exceeded the approved limits 
during 2012-17 (Chart 2.6). This resulted in additional burden of~ 1744.56 
crore (Annexure-2.2) on the Company. 

10000 Chart 2.6: Sales to Agricultural Consumers 
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The SERC objected (2012-13) to the practice of the DISCOMs to resorting to 
power cuts to other categories44 in order to divert their energy volumes to 
agricultural consumers. Audit, observed that the Company, in 201 2- 13 and 
2013-14, had diverted the sales, i. e., from other categories to agricu lture 
consumers. This was evident from the increased sales to agricu ltural 
consumers and reduced sales to other categories. 

The Government stated (November 201 7) that increase in agricultural 
consumption was due to release of new connections on priority and supply of 
energy for nine hours in 2016-17. As such, the increase was a fall-out of 
implementation of State Government policies. Further, the increase would be 
adjusted during truing-up. 

While accepting that the State government policies may have caused the 
excess supply to agriculture sector, it may be noted that the State Government 

44 like domestic, commercial and industrial 
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did not compensate the Company for the excess by way of subsidy. The fact 
remains that the Company had to bear additional burden of~ 1744.56 crore. 

(ii) Estimation of agricultural consumption 

The State Government was paying, every year, subsidy on account of free 
supply of electricity for agricultural consumption which was unmetered. State 
Government directed (November 2007) the Company to develop a robust 
methodolo:gy, in consultation with SERc.· This methodology was tO be used 
for estimating agricultural power consumption and calculate the subsidy 
element more accurately. Methodology developed by Indian Statistical 
Institute (ISi) in 2009 was approved (February 2010) by SERC for 
implementation from May 2010. 

The ISi methodology envisaged a random sample size of 3000 Distribution 
Transformers (DTRs ), stratified on their capacities, and the results to be 
extrapolated for all the DTRs. Each sampled DTR should be available for 
reading for the entire 12 months in the particular year in order to be a valid 
sample. The reliability of the estimates was based on the quality and 
authenticity of the base data, collected from these readings. · 

The Company adopted the ISi methodology only from December 2013 instead 
of May 2010. Further, from April 2014, the Company reduced the DTR 
sample size in view of demerger of the two Circles (Anantapur and Kumool). 
SERC, though accepted the sample data in 2015-16, it was rejected in 
2016-1 7. This was due to large discrepancies in the data like lack of 
continuous 12 months' readings of the same transformer etc. 

Audit observed that the ISi methodology envisaged selection of a sample size 
based on the existing 1.27 lakh DTRs in 2009. The DTRs, though, increased to 
3.55 lakh DTRs by the end of March 2017, the sample size was not increased. 
It was, instead, reduced on the grounds that two Circles were demerged. 
During 2012-17, proportion of supply to agriculture to the total supply 
increased from 22 per cent to 25 per cent, mainly due to the nine hours a d,ay 
scheme of 2016-1 7. The number of connections had also increased from 
8.28 lakh to 10.78 lakh during this period. The SERC advised (June 2014) to 
install new meters at freshly determined locations every quarter and not to 
release new agricultural services without energy ·meters. The Company; 
however, did not comply with the same. 

As a result, the figures for consumption of electricity by agriculture were not 
reliable. This had several consequences. Accurate data for claiming subsidy 
from the Government was not available. Formulation of policies by the State 
Government and by the SERC was also impacted in the absence of reliable 
data. More important, the energy losses were calculated on the basis of total 
sales which included agriculture sales. 

The Government accepted (November 2017) the fact and stated that the meters 
fixed to the DTRs were in the open fields and prone to getting defective. 
Meter readings over a continuous and long period, could not be achieved, due 
to this reason. However, it was assured that proposals to increase the sample 
size are under process. Further it stated that efforts are being made to develop 
a new methodology for estimation of agricultural consumption. 
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2.6.2.2 High power purchase cost 

SERC allowed the Company to make short tenn power purchases (less than 
one year) within the quantum approved in the Tariff Orders and stipulated the 
maximum ceiling price per unit. Audit observed that the Company purchased 
short term power in excess of SERC limits and at rates higher than the 
maximum ceiling limits set by SERC. This resulted in an extra cost of 
~5,820.90 crore during 2012-1 7 {Table 2.2). 

Table 2.2: Statement showing the purchase of short term power 

201 2-1 3 
20 13- 14 6. 11 
20 14-1 5 2789.76 6.00 7857.49 4222.09 
20 15-16 0.00 0.00 9762.08 5230.26 

2016-1 745 291.33 125.00 4.30 3874.65 1816.48 3583.32 151.11 
Total 19242.69 5820.90 

Source: Power Procurement Committee records 

Short term power purchases, though become unavoidable at times, they raise 
the total power purchase cost as the short tenn power is costly. This, in turn, 
burdens the Company and its consumers making the supply of power 
unreliable and expensive. The high purchase cost of power by the Company 
was also highlighted as a key concern by the PFC46 (20 16). 

The Government accepted (November 201 7) the audit observation. It 
attributed the higher power purchase costs to shortfall in hydel power, delay in 
commissioning of generation plants, increase in supply to agricultural 
consumers etc. 

However, the Company did not approach SERC for review of the quantity and 
the rates of power purchase in view of the circumstances stated above. 

2.6.2.3 Inability to claim subsidy from State Government 

A) Receipt of Tariff Subsidy from State Government 

SERC approves the ARR taking into account the subsidy to be released by the 
State Government, failing which rates contained the full cost recovery tariff7 

would be operative. The subsidy amount as indicated in the Tariff Order, must 
be paid by the State Government in monthly installments, in advance. 

Audit observed from the records pertaining to subsidy claims and receipts 
maintained at the Corporate office and the Tariff Orders approved by the 
SERC that: 

45 Provisional 
46 in its Fifth Integrated Rating for State Power Utilities (20 16) 
47 Under the Full Cost Recovery Tariff (FCRT), the tariff finalised by SERC is expected to recover the 

costs of distribution without taking into consideration any budgetary support from State Government 
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• The Company was entitled to claim~ 1074.27 crore towards subsidy in 
· 2016-17 as approved by SERC in the Tariff Order 2016-17. The 
Company, however, claimed ~ 1,033.40 crore only, resulting in short 
claim of~ 40.87 crore. 

The Government attributed (November 2017) the short release of 
subsidy for 2016-17 to approval of Tariff Order for 2016-17 after the 
completion of Government Budgetary Process. 

The. contention that subsidy was not released in full due to delayed 
approval of Tariff O.rder was not tenable as the subsidy was decided only 
with the approval of State Government. 

• As against the claim of~ 3,766.66 crore made by the Company towards 
subsidy . in the years 2012-13, 2014-15 and 2015-16, only 
~ 3,498.06 crore was received. The balance subsidy of ~ 268.60 crore 
was not received from the Government. The Company, however, did not 
implement the full cost recovery tariff, which is allowed by the SERC in 
the event of the Government reneging on the release of subsidy. . 

The Management stated (October 2017) that it is pursuing with State 
Government for release of differential subsidy. Government in .it.~ reply 
(November 2017) endorsed the same. 

• The non-receipt of subsidy from the Government affected the working 
capital of the Company. The Company deferred the payments to the 
Power Generation Companies, resulting in payment of Delayed Payment 
Surcharge (DPS) at 15 to 18 per cent per annum. The Company paid 
~ 96.07 crore as DPS to the Generating Stations during 2015-16 and 
2016-17. 

The Government accepted the Audit observation and stated (November 
2017) that the DPS was paid to the generators due to lack of funds owing 
to delay in release. of subsidy. 

· B) Reaiisation of non-tariff subsidy 

The State Government decided (July/ September 2013) to provide ·free power 
to the Scheduled Caste/ Scheduled Tribe (SC/ST) beneficiaries residing in SC/ 
ST housing colonies. This benefit was only available to consumers with 
consumption of less than 50 units per month. The arrears of electricity charges 
as on 31 March 2013 was to be paid by State Government in two installments 
in 2013-14 and 2014-15. In respect of monthly payments, DISCOMs were to 
furnish detailed consumption particul~rs of each beneficiary in SC/ST 
colonies to Social Welfare Department. 

The dues relating to SC consumers were received from the State Government; 
however, the dues of~ 32.53 crore of ST consumers, were not receive4 till · 
date (March 2017). It resulted in blocking up of funds of the Company. 

The Management stated (October 2017) that it was pursuing with State 
Government for release of pending arrears. Government in its reply 
(November 2017) endorsed the same. 

C) Assuring funding before taking up works 

The Company strengthened (2015-16) its existing infrastructure to meet the 
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. additional power demand to provide nine hours power supply to agriculture. 
As the approved Tariff Order did not include this expenditure, SERC directed 
(February 2016) the Company to get the scheme funded by the State 
Government by way of a special grant. However, the State Government 
refused to give any grant and asked the Company to meet the scheme 
expenditure from its own resources. Thus, by implementing the directions of 
the State Government, without ensuring the fund in advance, Company was 
forced to meet expenditure of~ 585.91 crore from its own funds. A loan of 
~ 527.33 crore was obtained from Rural Electrification Corporation Limited 
(REC) for these works and~ 26.50 crore was paid as interest thereon by the 
end of March 2017. 

The Government accepted (November 2017) the Audit observation. 

2.6.2.4 Recovery of electricity dues 

A) Arrears of revenue 

The performance of the Company showed a dip with regard to collection 
efficiency over the period 2012-17. The collection efficiency of 101 per cent 
in 2012-13 had reduced to 95 per cent in 2016-17. An amount of 
~ 3,645.56 crore48 was pending recovery as on 31 March 2017 from 
consumers who defaulted in payment of dues. A detailed analysis showed a 
build-up of arrears in specific areas as detailed below: 

• A sum of.~ 2,123.72 crore, representing 58 per cent of the total arrears, 
pertained to Government Departments/ Local Bodies. Towards timely 
collection of dues from the Government/ Local Bodies, SERC advised 
(March 2012) the Company to install prepaid meters in Government 
Departments. No initiative was, however, taken (June 2017) by the 
Company in this regard. 

The Government accepted (November 2017) the Audit observation and 
stated that the Company addressed letters to Government departments/ 
services to realise the arrears. 

• There was an increase of 213 per cent in arrears from bill stopped49 

services during the period between March 2013 ~ 152.99 crore) and 
March 2017 ~ 478.57 crore). Similarly, arrears from disconnected 
services had increased from~ 227.72 crore (March 2013) to~ 253.68 crore 
(March 2017). Thus, a total of~ 732.25 crore which represents 20 per cent 
of the total arrears of revenue, remained unrecoverable (March 2017). 

The Government stated (November 2017) that continuous efforts were 
being made to realise the arrears. 

• Test check was done of HT consumers with arrears of more than ~ 10 lakh 
each as on 31 March· 2017. In this category of consumers, there were 
arrears of~ 958.94 crore due from 288 HT consumers. Against these 
arrears, the Company was holding· Security Deposit of ~ 428.21 crore. 
There was no security for the balance amount of~ 530.73 crore as the 

48 LT consumers: ~-1830.05.croxe .and HT consumers:~ 1815.51 crore 
49 Services for which billing was stopped after tliiee months from.the dat<::_Qf disconnection for default of 

the consumers · ·--- -· -~ · -·-- .. _ 
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Company had not periodically monitored the sufficiency of Security 
Deposit. The above consumers were under D-list (Disconnection list) for 
more than one year, however, supply was not disconnected. 

The Government stated (November 2017) that d.isconnection was nqt done 
for Government Departments and consumers whose dues were under 
dispute in courts. The fact, however, remains. that the balance amount of 
~ 530.73 crore was not covered by any Security Deposit. 

• Out of~ 388.11 crore of Restriction and Control (R&C) penalties imposed 
during 2012-14 due to power shortage, 50 per cent was waived by SERC. 
This waiver was necessitated, inter-alia, due to failure of the Company in 
.monitoring, erroneous interpretations and prolonged delays in levy of 
. penalties. Out of the balance R&C charges of ~ 194.05 crore, only 
~ 184.40 crore was recovered (March 2017) from the consumers. Out of 
the remaining ~ 9.65 crore, an amount of~ 3.41 crore50 was pending 
recovery from 92 live services since September 2013. · 

The Government stated (November 2017} that steps have been taken for 
recovery of pending arrears. 

B) Collection of Additional Consumption Deposit 

The consumers should maintain Security Deposit with the Company for an 
amount equivalent to consumption charges51 of two months or three months 
during the agreement period. The Security-Deposit amount has to be reviewed 
on annual basis. After review, Additional Consumption Deposit (ACD) would 
be demanded by the Company in case of shortfall and refunded in case of 
excess. 

The Company reviewed ACD requirement in all the years under review and 
had raised demand. During the year 2016-17, the Company raised a total 
demand of ~ 432.15 crore, of which ~ 299.30 crore was recovered .. Audit 
observed that 32.19 per cent of the recoverable amount ~ 42. 77 crore) 
pertained to 250 HT consumers. · 

A detailed analysis of recovery of ACD from HT consumers revealed that 
425 HT consumers did not pay the ACD demand during the entire three year 
period of 2014-1752

. Apart from the above, another 390 Ht consumers did not 
pay the ACD demanded in two out of the above three years. However, the 
Company did not conduct any analysis to identify consumers, w.ho are in such 
continuous default. 

The Government stated (November 2017) that ACD demand of previous 
financial years was not insisted for payment after review ·of ACD for the next 

. financial year. 

The reply was not tenable as the Audit observation was on consumers who 
were not remitting ACD demand continuously. 

50 After making deductions for cases which were beyond the control of the Company - bill stopped 
·services (43 cases: ~ 2.03 crore), terminated services (33 cases: ~1.37 crore) and under legal dispute 
(8 cases:~ 2.84 crore) 

51 demand charges and ~nergy charges etc., as applicable 
52 Data for 2012~13 and 2013-14 was not furnished by the Company 
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C) Vigilance on theft of energy 

Vigilance team of the Company conducts raids on premises of all HT and LT 
consumers to detect theft/ pi lferage of energy. The Superintending Engineers 
of the concerned Circles were required to prepare work plans to identify 
potential cases for conducting ra ids. Following the raid, add itional demand of 
energy charges would be raised. In case of non-payment of the same, 
Disconnection Lists (D-l ists) are issued to field offi ces for disconnection of 
services and fo llow up action is initiated. Due to ineffective implementation of 
D-Lists, the Company, however, could collect only 53 per cent of the demand 
and arrears accumulated to~ 36.23 crore (Table 2.3) as below: 

Table 2.3: Assessment of theft I pilferage of energy 
" .. ' ........ 

1 

l - ' .. 
-.. 

~ 

: 

- ~4.i'-. ,_ ~·\._~ .... 
2012-13 6 107235 107305 29295 7.32 4.66 2.66 
2013- 14 645 1421 92326 30310 9.75 6.20 3.55 
20 14- 15 6783078 80865 352 14 25.07 12.87 12.20 
20 15- 16 712211 8 76292 35702 13.34 6.58 6.76 
2016- 17 78543 14 123787 57 189 21.1 5 10.09 11.06 

Total 480575 187710 76.63 40.40 36.23 47 

Source: DPE wing of the Company 

Audit further observed that the Company had set a monthly inspection target 
of 300 services for each officer of the Detection of Pilferage of Energy (DPE) 
wing from October 201 5 only. The set targets cover only 1.4 per cent of the 
consumers m a year. 

The Government stated (November 201 7) that all the serv ices were inspected 
by officers of the Company on regular basis . 

Audit however observed that the number of raids conducted by DPE wing was 
low and given the continuing AT &C losses, in certain Circles, the targets 
would merit review. A mechanism to identi fy vulnerable areas, based on risk 
assessment, to carry out focused inspections should be put in place to avoid 
pilferage of energy. 

2.6.3.1 National Electricity Fund (Interest subsidy) Scheme 

Government of India introduced National Electricity Fund (Interest Subsidy) 
Scheme (NEF) (March 201 2) to promote capital investment in distribution 
sector. The scheme provided for interest subsidy ranging from three to five 
per cent on the interest paid on loans taken fo r execution of various capi tal 
works taken up during 20 12- 14. 

The Company would be entitled to interest subsidy based on the aggregate 
score as per the parameters of the scheme. The Company had to submit details 
of loan disbursement and actual interest paid for the approva l of the Steering 
Committee in order to get interest subsidy. The interest subsidy received was 
to be explicitly indicated in the Aggregate Revenue Requirement (ARR) so as 
to pass on the benefits to the consumers. 

As per the scheme guidelines, an interest subsidy of three per cent was 
allowed on the applicable interest rate on 34 di fferent loans taken by the 
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Company. Accordingly, an amount of~ 97.88 lakh was approved (April 2016) 
as subsidy in 2013-14. 

Audit obsel"Ved the following shortcomings: 

• Interest of~ 216.91 crore was paid during the period 2013-2017 on loans 
of~ 899.41 crore taken under NEF. The Company, however, claimed (up 
to March 2017) scheme benefits on only ~ 4.01 crore of interest paid 
during the year 2013-14 instead of~ 216.91 crore paid during 2013-17. As 
a result, the consumers were deprived of the benefit of interest subsidy 
amounting to~ 51.97 crore53

. 

Government stated (November 2017) that the claims for 2014-16 were 
submitted belatedly in July 2017 due to the delay in finalising the financial 
statements for 2014-15 and 2015-16. 

The reply was incorrect as the financial statements for the years 2014-15 
and 2015-16 were adopted by the Board in December 2015 and September 
2016 respectively. 

• The assets and liabilities pertaining to the demerged circles were 
transferred to Southern Power Distribution Company of Andhra Pradesh 
Limited (APSPDCL). The Company, however, paid interest of_ 
~ 42.63 crore during the period 2013-14 to 2016-17 on loans taken under 
NEF scheme for works in these demerged Circles. This included 
~ 3.37 crore paid in 2013-14. This was not considered by Rural 
Electrification Corporation Limited (REC). 

--
Thus, the Company did not get any benefit on payment of interest on loans 
pertaining to another Company, though it affected its working capital. -

The Government stated (November 2017) that APSPDCL was regularly 
pursued for reimbursement of the amounts paid on the loans of demerged 

-Circles. 

The fact remains that the Company which was availing c~sh credit 
facilities for meeting its working capital needs, was further burdened with 
repayment ofloans of another DISCOM (APSPDCL). 

2.6.3.2 Schemes for long term viability ofDISCOMs 

The Gol formulated (October 2012) the Financial Restructuring Plan (FRP) to 
tum-around loss making State owned DISCOMs and to ensure their long term 
viability. The FRP, inter-alia, required the State Government to takeover 
50 per cent of Short-Term Liabilities (STL) of Company as on 31 March 
2012, which would be converted into bonds. The remaining 50 per cent of 
STL was to be rescheduled by the lenders with moratorium of three years on 
principal. The repayment of principal and interest would be guaranteed by the 
State Government. 

The State Government agreed (November 2013) to assume liability as on 
31 March 2013, which accumulated due to procurement of power beyond 
SERC approved quantities. The FRP, though, was to be iinplemeiited by July 

53 Benefit of~ 97.88 lakh on interest of1{ 4.01 crore (24.41 per cent) extrapolated to interest oft 216.91 crore 
paid -March 2017 
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2013, the State Government approved the scheme in November 201 3, thus 
delaying the implementation of the scheme. Due to delay, the coupon rate 
(interest rates) on the bonds increased from 9.30 per cent (estimated in June 
2013) to 9.95/ 10.00 per cent in March 2014. This resulted in additional 
expenditure of~ 18.94 crore54 per annum (as interest) to the State Government. 

As per the guidelines of FRP, the Plan was to be approved by the SERC. The 
Company, however, did not approach the SERC. As a result, SERC did not 
allow the Company to recover interest of~ 140.74 crore55 on rescheduled 
loans for 2015-16 (with private lenders) through tariff. 

However, the State Government did not honour its commitment under the FRP 
to take over the principal amount of the bonds. Further, the Company had also 
written off receivables of ~ 4779.04 crore from State Government. These 
pertained to the commitments of the State Government on short term purchase 
of power during the years prior to 201 2-13. 

The Government stated (November 2017) that receivables of~ 4779.04 crore 
were written off to arrive at losses incurred by the Company to the extent felt 
reasonable by Government. The reply of the Government was silent on the 
issues of additiona l expenditure due to delay in issue of bonds and failure to 
take approval of SERC for the FRP. 

In November 2015, the Gal introduced the Ujwal Discom Assurance Yojana 
(UDA Y) scheme to improve the operational and financial efficiency of the 
State DISCOMs. The State Government would take over 75 per cent of the 
debt of DISCO Ms as on 30 September 201 5 including the bonds issued under 
FRP over a period of two years56

. The balance 25 per cent would be converted 
by the banks/ Financial Institutions into loans or bonds with interest rate not 
more than the bank 's base rate plus 0.1 per cent. 

A tripartite MoU was signed by Ministry of Power (MoP) with the State 
Government and the Company in January 201 7. As per the MoU, 75 per cent 
of the debt of ~ 739 1.80 crore as on 30 September 201 5, i .e. , ~ 5550.21 crore 
was agreed to be taken over by State Government during the years 2016- 18. 

Under the UDAY scheme, the DJSCOMs were required to ensure 100 per 
cent metering of distribution transformers aml feeders by June 2017. A udit, 
however, observed that though all 11 kV f eeders were metered, only 
56.57 per cent of the DTRs were metered by August 201 7. 

The Government stated (November 2017) that 87 per cent of the funds 
committed under UDA Y scheme were already released. It also stated that 
balance meters would be provided to DTRs in phased manner. Company 
should evolve a monitoring mechanism to ensure prompt metering of all DTRs 
to identify energy losses. 

·~ . ~
-~'7"~ l 
. ;:,__._ . .._ 

The energy received at high voltage from transm1ss10n sub-stations 1s 
transformed to lower vo ltage for supply to the end-consumers. 

54 Difference of0.65 per cent on~ 1460.00 crore and 0. 70 per ce111 on~ 1349.75 crore 
55 Loans restructured under FRP ( I April 20 14) was ~ 1 223.80 crore. Interest at 11.50 per cent thereon 

for the year worked out to ~140.74 crore 
56 50 per cent in 201 5- 16 and 25 per ce111 in 20 16-17 
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2.6.4.1 Installation of capacitor banks 

A key parameter to be monitored in a distribution network in relation to 
operational efficiency is the power factor57

. If the power factor is less than 
one, the network has to supply more power to the user for a given amount of 
power to be consumed, thus leading to more line losses. 

As per the guidelines of Central Electricity Authority, Power Factor (PF) of 
the distribution system and bulk consumers58 should not be less than 0.95. The 
power factor is achieved by installation of capacitor banks at the substations. 
By reducing line losses, capacitor banks reduce the capital investment per 
Megawatt of the load and also help in strengthening of distribution system. 
Thus, the capacitor banks enhance the security/ reliability of the power 
systems. 

Audit analysed PF at 104, 136 and 167 33 kV feeders originating from Extra 
High Tension (EHT)59 sub-stations, i.e., Transmission-Distribution (T-D) 
boundary points for the period 2014-15, 2015-16 and 2016-17 respectively. It 
was revealed that the PF (ranging from 0.94 to 0.03) continued to be less than 
the norm of 0.95 at 75, 72 and 106 33 kV source feeders for _more than six 
months in 2014-15, 2015-16 and 2016-17 respectively. Further, 42, 25 and 
19 feeders lagged behind the norm for the entire year during the above period 
with corresponding adverse impact on the technical losses. This was due to 
not utilising the available capacitor banks for the minimum required 
80 per cent duration as well as due to defective capacitor banks. 

The major augmentation of the distribution network happened in 2015-16 
while implementing the nine hour per day power . supply scheme for 
agriculture. While preparing for this augmentation, the Company did not 
provide for capacitor banks, though its counterpart TSNPDCL had made such 
exercise in 2015-16. 

A scheme was belatedly prepared (January 201. 7) 'to install capadtor banks at 
33/11 kV substations, where the PF was less than 0.9060 during November 
2015 to October 2016. Under the scheme, 247 capacitor banks of 
446 MVAR61 capacity were proposed at a cost of~ 28.13 crore (an average 
cost of~ 6.30 lakh per MV AR). 

In the absence of any cost-benefit analysis by the Company, Audit used as a 
criterion, the payback period (23 months) assessed (September 2015) by 
TSNPDCL for capacitor banks. On this basis, Audit assessed that the 
Company lost~ 14.05 crore62 per annum on the above 446 MV AR capac1.tor 
banks due to delay in installation of capacitor banks. 

The Government stated (November 2017) that 203 capacitor banks were 
installed during 2015-17. It was further stated that capacitor banks were kept 
in off position during low load periods like lighting (residential) load periods 

57 Power Factor= (Active power (kW)*lOO)/ Apparent power (kVA) 
58 Like Railways 
59 Voltage exceeding 33 kV 
60 SERC Grid Code, 2014 
61 Mega Volt Ampere Reactive 
62 Total cost of capacitor banks/ Capacity in MV ARI 2 years=~ 3.15 lakh per MV AR p.a. * 446 MVAR 

37 



Report No. 1of2018 (Public Sector Undertakings) 

in rural areas and during the off season in Agriculture period. The Government 
did not agree with the audit contention that ~ 14.05 crore could have been 
saved but stated that there would be definite savings. 

The reply was not correct as the Company had not installed the capacitor 
banks while taking up the network augmentation works. 

2.6.4.2 Performance of Distribution Transformers 

Distribution Transformers (DTRs) play a crucial role in power distribution 
network. Failure of DTRs results in interruption of power supply to 
consumers, expenditure on repairs and loss of revenue to the Company. 

Audit found that the norm of 12 per cent followed by the Company for the 
permissible failure rate of DTR, was fixed in 2003-04. Even this outdated 
norm could not be achieved in two (2013-14 and 2014-15) out of five years 
under review. The DTR failures, though reduced in the year 2015-16, had 
again increased in the year 2016-17. 

The Company achieved its -norms in the three years 2012-13, 2015-16 and 
2016-17, however, the rate of failure of DTRs was on higher side in three 
Circles63

. The rate of failures ranged from 12.85 to 21.44 per cen.t in 
Mahabubnagar, 9.26 to 15.26 per cent in Medak and 10.64 to 14.46 per cent in 
Nalgonda during the period 2012-13 to 2016-17. 

The failure of the DTRs was due to illegal connections/ tapping, line faults, 
lengthy lines and overloading of DTRs and unbalanced loads on three phases. 

The Company incurred an expenditure of ~14 7.48 crore on repairs of the 
DTRs which failed during the above period. Out of this, 35.14 per cent, 
27.21 per cent and 18.57 per cent were spent on repairs in Mahabubnagar, 
Nalgonda and Medak Circles respectively. These three Circles, thus, 
accounted for 81 per cent of the total expenditure on repairs. 

The cost of repairs of DTRs could be decreased by reducing the loss of 
transformer oil (which acts as a coolant in the DTR) during handling of the 
failed DTRs. During the monthly review meetings, the officers of the 
Company were instructed to reduce the loss of transformer oil to 10 litres per 
DTR. Audit, however, observed that the average loss was 28.54 litres per DTR 
during the period under review. This resulted in loss of~ 21.09 crore. 

The Government attributed (November 2017) the higher oil shortage to tank 
burnt cases and disasters where DTRs fell to ground. Further it stated that the 
oil shortage had gradually reduced due to addition ofDTRs to reduce the loads 
and that the norm for oil shortage per DTR was 25 litres. However, the 
Company did not produce any supporting document regarding the fixation of 
norm as 25 litres. 

2.6.4.3 Procurement of Distribution Transformers 

A) Procurement of DTRs of non-standard ratings (15 kV A) 

The Standard Ratings64 of single phase DTRs were 5, 10, 16 and 25 kilo Volt 
Ampere (kV A). Audit observed that the Company had procured 

63 Mahabubnagar, Medak (including newly formed Siddipet Circle) and Nalgonda Circles 
64 As per the specifications of Bureau of Indian Standards, Central Electricity Authority and REC 
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41 7 1non-standard1 5 kV A capacity DTRs (2012-1 3 and 2014- 15). 

These DTRs with maximum fu ll load losses of 275 watts which was higher 
than the maximum limit allowed (230 watts) for 16 kY A transformers. The 
permissible energy loss additiona lly allowed on these 41 7 1 DTRs of 15 kVA 
worked out to 1.64 MU65 per annum (i.e., < 76.48 lakh66) and resulted m 
higher distribution losses. 

The Government stated (November 201 7) that these 15 kVA DTRs were 
procured for works sanctioned under RGGVY67 scheme. It further stated it had 
stopped procuring these 15 kV A DTRs since 2013 and instead is procuring 
25 kVA DTRs. 

The reply is incorrect as the Company procured 1140 DTRs of 15 kVA 
capacity in 2014-1 5. Further, the fact, remains that the Company would 
continue to incur the excess distribution losses during the entire estimated 
lifetime of 25 years of these non-standard DTRs procured and insta lled . 

B) Procurement of three sta r ra ted DTRs instead of five star rated 
DTRs 

Central Electricity Authori ty had issued specifications on energy efficient 
outdoor type three phase and single phase distribution transformers (DTRs) in 
August 2008. As per these specifi cations, the quantum of energy conserved 
would increase w ith higher energy efficiency level/ star rating68

. 

Audit found that the Company continued to buy three star DTRs in its 
jurisdiction. Audit analysis showed that the Company could save 701 to 
20586 watts per DTR on various capacities of 5 star 3-phase DTRs instead 
of 3 star DTRs. This would have enabled the Company to conserve energy of 
~ 2,220.49 crore (A nnexure-2.3) over the 25 years' lifetime of 5 star DTRs. 
Audit also noted that its counterpart DTSCOM in Andhra Pradesh, 
APEPDCL69 was installing 5 star DTRs in its jurisdiction. 

The Government stated (November 20 17) that cost of DTRs w ith 5 star rating 
was more than 3 star rated DTRs. Vendors for repair for 5 star rated DTRs were 
also less in number than that of 3 star DTRs. It was further stated that fu ll load 
losses in 3 star DTRs could be reduced to the extent of that of 5 star DTRs. 

The reply was not tenable as the capacity to reduce the losses is less in 3 star 
DTRs whereas capacity to reduce the losses is more in 5 star DTRs. 

I 
One of the key elements of the Power Sector Refonns was to protect the 
interests of the consumers and ensure better service to them. 

Regulations require the Company to furni sh reliab ility/ outage indices 

65 { (275-230) walls *24 hours* 365 days * number of DTRs }/I 000 and then converted LO MU works out 
to 1.06 MU for 2693 DTRs (2012- 13), 0.13 MU fo r 338 DTRs (2013-14) and 0.45 MU for 
1140 DTRs (2014- 15) 

66 Average Cost of Supply (ACoS) of ~ 4.37 per unit (20 12- 13) and~ 5.20 per uni t (20 13-15) 
67 Raj iv Gandhi Grameen Vidyutikaran Yojana a Government of India scheme 
6S Energy efficiency levels, i.e .. Level I , Level 2 and Level 3 corresponding to 3 s tar, 4 star and 5 star 

ratings 
69 Eastern Power Distribution Company of Andhra Pradesh Limited 
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viz., (a) System Average Interruption Frequency Index70 (SAIFJ), (b) System 
Average Interrupti on Duration Index71 (SAIDI) and (c) Momentary Average 
Interruption Frequency index 72 (MAIFI) to SERC from 2002-03 onwards. 
Audit, however, observed that while data fo r MAIFI was not maintai ned by 
the Company, SA IFI and SAIDI were ca lculated from December 20 15 only. A 
review o f the SA IFI and SAIDI for 201 6- 17 revealed that the power was 
disrupted only I 0. 17 times for a total duration of 198.30 m inutes on an 
average for each consumer during the year. 

2.6.5.1 Addressing complaints: Timelines 

SERC Regulation No. 7 of 200473 on "Licen ees' Standards of Perfonnance", 
inter-alia, prescribed that the Company has to redress the complaints of its 
consumers. The complaints are to be redressed within the time limits specified 
therein. In case of non-compliance with the standards, compensation is payable by 
way of adjustment in consumer bills, within 90 days from the date of violation of 
the standard. Further, an overall performance standard o f 90 per cent to 99 per 
cent, depending on the nature of complaint, was contemplated. 

A review of the complaints received by the Company and the resolutions 
thereof during the period under rev iew was as deta iled below (Table 2.4): 

Table 2.4: Statement of complai11ts 

No. of Complaints 

PendJaa Raolved Pending u on 31 March 
2017 

Mode of uoal Received Beyond Rejected Wlthla Complalat April Total la dme Total Service 2012 time limit Level 
Web 0 14726 12261 10720 1541 22 18 247 145 
R-APDRP 4585 555033 556265 516552 39713 0 3353 311 8 
Others 2064 263035 238023 149684 88339 23704 3372 
Total 6649 832794 806549 676956 129593 25922 6972 3263 

Source: Data from Company Dashboard 

As can be seen from above, 1.30 lak.h complaints ( 15.5 per cent) out of the 
total 8.39 lakh complaints were resolved beyond the time limits prescribed by 
SERC. Further, another 53.20 per cent of the pendi ng complaints remained 
pending beyond the time limits. The overall resolutions within time limits 
were less than the minimum 90 per cent prescribed. This indicates that the 
Company could not achieve the minimum standard of service set by the 
SERC. Audit also observed that the Company did not pay any compensation 
to the consumers towards delay in resolving the complaints w ithin service 
levels as set by SERC. 

The Government accepted (November 201 7) the Audit observation and stated 
that the overall performance would be improved by addressing the complaints 
pending beyond service level. The Company should review its system of 
address ing complaints to minimize compensation payments to the consumers 
towards delay in settlement of the complaints. 

70 Measures the number of interruptions each longer than 5 minutes 
71 Measures the total duration of all interrnptions 
72 Measures the number of interruptions each less than or equal to 5 minutes 
73 Revised vide Regulation No. 5of2016 
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2.6.5.2 Redressal of complaints from Consumers in Forums 

The Company has a Consumer Care Centre (CCC) fac il ity for resolving the 
complaints of the consumers. In cases where complaints were not re olved by 
CCC, the consumers can approach Consumer Grievance Redressal Forum 
(CG RF). The decision or the CGRF is fina l as far as the Company is 
concerned. However, the complainant may make an appeal against the order 
of the Forum to the Vidyut Ombudsman within 30 days of the rece ipt of the 
order of the Forllln. The Company has to comply with the orders of the Vidyut 
Ombudsman which are final and binding on them under SERC Regulation 
No.3of 2015. 

Audit observed that the number of complaints registered at CGRF and Vidyut 
Ombud man had increased from 962 to 12 11 and from 28 to 65 respective ly 
during 2012- 13 to 201 6- 17. Further, compensation/ penalty of ~ 27.19 lakh 
were awarded (20 12- 17) by CGRF and Ombudsman for non-re olving the 
grievances to the satisfaction of con umers. 

The Government accepted (November 201 7) the Audit observation and tated 
that there was delay in redressal of complain ts due to shortage of staff. Further 
it was stated that the increase in number of complaints was due to increased 
consumer awareness. Grievance redressal mechanism should be invigorated to 
resolve the grievances to the consumer satisfaction. 

2.6.5.3 Supply of power as promised 
The proposals in ARR for agri cultural consumption, cost of supply and 
subsidy payable by the State Government were based on the assumption of 
seven hours supply during 20 12- 16. 

Audit observed that du ring public hearings on tari ff proposals, stakeholder 
expressed concern regarding non-supply of electricity for seven hours 
throughout the year. 

A test check for the months of January to March each year in three74 out of the 
four circles 75

, showed that actua l upply was less than the pro mi ed seven 
hours during 201 2- 16 (Table 2.5). This resulted in excess claim of subsidy of 
~ 243.93 crore from the State Government besides non-compliance with the 
di rections of State Government. Audit, however, found that during the year 
20 16-1 7, the Company had provided supply for nine hours to all agricultural 
services as per the policy of the State Government. 

Table 2.5: S upply of power to f eeders 
2112-13 2013-14 2014-15 2015-16 

Feeders Feeden Feeden Feeders 
Agrlcul wltla lea Ap1ealt wltbleu Apicalta 

Clrde tanl .... ural than nl 
feeden aevea feeden leVeD feeden 
(NOL) ..... (N ... ) boar (Nos.) 

mnnhr 1unnh 
Mahabubnagar 664 22 702 65 76 1 
Medak 600 600 6 13 6 13 645 
Nalgonda 728 5 to 205 728 1to728 735 

Source: Records of the Circles 

74 Except Hyderabad North Circ le where there were no agricu ltura l services 
75 Hyderabad North, Medak, Mahabubnagar and Nalgonda 

4 1 

witll leu AIJinl wltla lea 
tllaa tanl tlaaa 
1nea feeders lftH ...... (N&) ...... 
IUDDlv mnnhr 

76 1 796 796 
645 683 683 
735 972 972 
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The Government stated (November 20 17) that wherever the agricultura l 
feeders were supplied for Jess than even hours, the same was compensated. 

The reply was not correct as the feeder-wise data indicated that the supply was 
always Jess than seven hours, during the test checked months of January to 
March of20 12- 16. 

2.6.5.4 Implementation of Safety Measures 

Several consumers had expressed concern in pub lic hearings conducted by 
SERC on issues relating to poor maintenance of network, leading to lo s of 
human and animal li ves. 

SERC provided ~ 5 crore per year a special appropriation expen es in the 
Multi-Year Tari ff (MYT) for 2nd Control period 2009- 14. These funds were 
to be utilised to improve safety in di stribution network especia ll y in rural areas 
and to avo id accidents involving human beings and anima ls. Similarly, for the 
years 2014- 15, 2015- 16 and 201 6- 17, amounts of~ 30 cro re, ~ 35 crore and 
~ 40 crore respecti ve ly were provided (3rd control period 20 14-19). 

The above provis ions, however, were subject to the direction (March 2009) by 
the SERC that the Company should prepare safety improvement plan for the 
2nd control period. This report should be fi led w ith the Commission by 
3 1 August 2009 for approval, fai ling which the amounts would be c lawed 
back with carrying cost. For the 3rd control period, sim ilar plan was to be fi led 
by 3 1 August 2015. However, the Company had not prepared any such plan 
either in the second or third control period for submis ion to SERC. 

The SERC while approving the tariff for 2016-17, ob erved that some of the 
accidents could be avoided by attending to the defects in the system. This 
signifies the fa ilure of the Company in preparing and adhering to proper safety 
plans. 

An amount of ~ I 58. I 3 crore was pent by the Company on safety measures 
during the period under review. However, the number of accidents was 
showing an increas ing trend (Table 2.6): 

Table 2. 6: Fatal accidents and payment of ex-gratia 

201 2- 13 66 3 1 0.57 
201 3- 14 125 144 1. 12 
20 14- 15 162 55 2 .1 7 
20 15- 16 232 282 5.97 
201 6- 17 11 9 330 6.14 

Total 704 842 15.97 
So11rce: Company records 

The Government stated (November 201 7) that safety improvement plan was 
ubmitted to TSERC. Further it was stated that Di tribution Network 

Renovati on Drive was taken up to rectify the defects in the distribution y tern 
at a cost of ~ 135 crore. 

The reply of the Government was not correct. The SERC had ca lled for sa fety 
improvement plan after approving the specia l appropriation amounts in the 
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Tariff Orders. Audit, however, observed that the Company had not submitted 
any plan after such appropriations. Company should review its safety 
measures periodica ll y to reduce the accidents. 

2.6.6 COlltract t 

The Company procures materials fo r works executed departmentally or on 
partia l turnkey ba is from va rious suppliers. An efficient contract management 
will result in timely provision of contracted supplies/ services and also ensures 
economy in purchases. Audit examined contract management in respect of 
the e three parameters. 

2.6.6. 1 Imposition of penalties: For timeliness in supplies 

As per the Purchase Manual of the Company, liquidated damages are to be 
levied for delay in supply of materials. This was subject to force majellre 
clau e and the supplier submitting nece ary evidence wi thin I 0 days of its 
occurrence. 

Audit observed that penalty of~ 29.74 crore during the period under rev iew, 
though withheld, were subsequently released based on the representations o f 
the vendors. Audit noticed that apart from few force majellre cases, the 
Company released penalties without proper verification including cases where 
representations were submitted belated ly. 

The Government stated (November 20 17) that the penalties were waived off 
due to delay in relea e of payments to the vendors by the Company and fo r 
various other force maj ellre conditions 76

. The manufacturers had requested for 
waiver of pena lties only after completion of the supplies. lt was further stated 
that the Director of the Company could condone delays up to six months after 
which approva l of concerned Director and Director (Finance) was necessary. 

Audit, however, observed that reasons quoted by Company as basis for 
relea ing penalties (except freight embargo) were not force majeure 
conditions. It was also evident from the reply that the Company was unable to 
enforce the clau e relating to penalties due to their inefficiencies in release of 
payments. 

2.6.6.2 Admitting Price Variations 

A per the Purchase Manual of the Company, whenever prices quoted were 
not firm, they would be subject to adjustment as per specific variation formula. 
This va riation would be based on prices of major raw materials/ components at 
which the vendors actua ll y purchase from their principal suppliers. Further, 
the Company could call upon the suppliers to submit documentary evidence 
regarding the price variations claimed on the raw materials used in their 
finished products. 

Audit observed that~ 51.10 crore was paid during the years 2012- 17 towards 
price variations. The Company, however, did not call for any documentary 
evidence. It relied upon the monthly IEEMA 77 circulars, which list out the 
base prices of the raw materials as on the first day of each month. 

76 Like shortage o f raw material. unscheduled power cuts. labour problems, freight embargoes, 
d ifficulties in getting reliable transport fac ili ty. long dis tance between the suppliers and Company etc. 

77 Indian Electrical and Electronics Manufacturers Assoc iation 
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The Government stated (November 20 17) that calling for documentary 
evidence fro m the suppliers was not mandatory. lt also stated that price 
vari ations were allowed based on IEEMA c irculars since many years. 

The reply was not acceptable as fi nancial prudence requires the Company to 
ensure that the price variations claimed were genuine. This would help the 
Company ensure that the vendors had indeed procured the materials at the 
higher rates as claimed by them. 

2.6.6.3 Closure of work orders: Timelines 

As per the provisions of Electricity Department Manual, all work orders 
completed or in-progress should be closed by 3 I March. Fresh work orders 
should be issued fo r capital-works-in-progress and ma intenance works fo r 
next year. 

Audit observed that the work orders issued fo r execution of various works in 
the Company were not being c losed at the end of the year. The work orders, 
including those of capital nature, were kept open for long peri ods extend ing 
even up to seven years. These were mainly due to a) non-completi on of works 
within scheduled period, b) de lay in returning of balance unused materials to 
stores by staff, c) right of way problems in the fie ld and d) non-availab ility of 
materi als in the stores. 

This resulted in non-closure of 82,028 work orders of~ 2203.25 crore as at the 
end of March 20 17. Out of these work orders, 2 1, 730 work orders of 
~ 673.09 crore were pending for periods exceeding one year (Table 2.7). 

Table 2. 7: Age-wise analysis of work orders 

(A mount ~in crore) 

Pend ency Capital Works Service O&Mand Total Connections Shlfthur Period No. Amount No. Amount No. Amount No. Amount 
12-18 

63 1 82.07 927 22.40 4566 36.28 6 124 140.75 
months 
18-24 

3 13 47.82 476 17.44 3003 63.87 3792 129.13 months 
> 24 months 2403 165 .33 2078 124.62 7333 113.26 11814 403.21 

Total 3347 295.22 348 1 164.46 14902 213.4 1 21730 673.09 

Source: Data.from IT wing and O&M wings of the Company 

Delay in closure of work orders resulted in non-capitalisation of the assets, 
and hence non-charging of depreciation thereon. T he Company could thus not 
recover depreciation of~ 12.96 crore78 per annum by incl.uding the same in the 
ARR. Further, the Company had not completed the work on 348 1 serv ice 
connecti ons for more than one year due to which it lost the opportunity to 
realise revenue from these connections. 

Audit observed that the Company, in cases where work orders were not c losed 
for long period, was closing the work orders at N il va lue. This was done by 

7~ At 7.84 per cent applicable to plant and machinery. lines. cables and network on Straight line method 
basis on 2403 capital work orders of value ~ 165.33 crorc pending closure for more than two years 

44 



Chapter ff-Pe1for111a11ce Audit relating to Government Company 

transferring the value of the materials drawn to the personal accounts79
. Audit 

further observed that an amount of ~ 8.59 crore was recoverab le from the 
personal accounts of employees, as at the end of March 2017, with some 
amounts as old as 17 years. Directions were given from the Audit Committee 
(8 February 2007) for effecting the recoveries from the salaries. Further 
directions were also given to create employee as a vendor in SAP, so that all 
temporary advances given to an employee could be tracked. Action was, 
however, not taken by the Compan y. 

The Government stated (November 2017) that plan of action was called for 
from the Superintending Engineers for closure of work orders prior to 20 13- 14 
within 3 months. 

However, the fact remains that the action was not taken by the Company to 
close the work orders even after lapse of I 0 years of the directions of Audit 
Committee. The Company should develop a monitoring mechanism to track 
time ly closure of work orders. 

2.6. 7 Information Technol 

Information security keeps corporate information safe. Policies address the 
requirement to protect infonnation from disc losure, unauthorised access, loss, 
corruption and interference. Information security can be defined in terms of 
Confidentiality80

, Integrity8 1 and Availability82
. 

The Company uses various Jnfo rmation Technology (IT) appl ications like 
(i) Energy Billing System (EBS) for billing, (ii) SAP-ERP for accounting, 
materia l management and project management, ( iii) R-A PDRP project. In thi s 
context, Audit observed the fo llowing di screpancies: 

• As per the guidelines issued (August 2008) by State Government, the 
Company was required to develop an IT vision and a road map83

. The 
Company, however, did not frame road map to guide the development of 
IT assets (June 20 17). Absence of a formal IT po licy and a long/ 
medium-tenn IT strategy84 indicated lack of strategic planning. 

The Company did not have Board approved Informatio n Security Policy 
for protection of its app lications/ database as well as the data res iding 
therein. 

The Company did not have an approved password policy. It also did not 
enforce any restrictions on password usage by the users/ administrators, 
fo r its IT applications except R-APDRP modules. Therefore, there was a 
ri sk of unauthori zed access and data modifications. 

79 The amounts in Personal accounts refer to the value o f the materials, drawn on the work o rders which 
were not completed/ accounted for long periods. and kept for recovery from the concerned employee 
considering it as misappropriation 

80 In formation must not be made available o r disc losed to unauthori sed individuals, en tities, o r processes 
81 Data must not be altered or destroyed in an unauthori sed manner, and accuracy and consistency must 

be preserved regardless of changes 
81 Information must be accessib le and uscable on demand by authorised entities 
83 Identifying various objecti ves and services to be provided, milestones to be achieved etc., within a 

fixed time frame 
84 A strategy incorporating the time frame. key performance indicators and cost benefit analysis for 

develo ping various IT applications 
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• The Company did not have any policy for Change Management85 an:d data 
security for any IT application except R-APDRP. Further, the Company 
did not have any policy for allowing/ restricting the usage of third party 
applications on computers used for accessing the IT applications. This 
increased the. risk of failure at user end. 

• A business continuity plan outlines the action to be undertaken 
immediately after a disaster,· to ensure that information processing 
capability can be resumed at the earliest. Audit observed that the Company 
did not have a. business continuity plan for its critical billing systems. 
Further, it did not also have a disaster recovery plan86

. 

The Company had not prepared System Requirement Specifications and 
User Requirement Specifications for its in-house developed software. 
These software include Energy Billing System used for billing of HT, LT 
and agricultural services. Non-preparation of these blueprints would pose a 
hindrance in making systematic changes in the software as and when 
needed. 

The Government stated (November 2017) that approved policies, 
i.e., Backup Policy, Password Policy, Change Management Policy, 
Busi.ness Continuity and Disaster Recovery Plan and Data Security Policy 
were implemented. Further, Energy Billing System (EBS) was running 
successfully for more than a decade with huge changes. The reply was not 
acceptable as in-house developed applications require more robust change 
management policies. In the Exit conference, the Company had accepted 
that they did not have any policy as such. 

• The Company had several IT Applications, of which some like EBS, SAP · 
ERP etc., were critical in nature. The Company, however, did not take any 
initiative to get these IT systems as well as IT infrastructure audited by 
qualified IT Auditors. This would help in ensuring their robustness, 
accuracy and adherence to business rules. 

The Government stated (November 2017) that audit had been conducted 
for the IT systems. 

The reply was not acceptable as the audit certificates produced by the 
Company were for Energy Billing System and the Company website, 
which were accessible over intranet/ internet. The certificates only stated 
that these were free from Open Web Application Security Project. 
vulnerabilities which was safe for hosting with read only permission. The 
fact remained that all the critical IT assets were not audited in terms of 
Confidentiality, Integrity and Availability. 

The Government stated (November 2017) that policies implemented in the 
R-APDRP servers were implemented in all legacy systems. In the Exit 
conference, the Government, however, accepted that they did not have any 
policies as several of the IT systems were developed in-house. Information 
Technology security system should be comprehensively reviewed by 
competent professional. 

85 Managing the changes in IT hardware I software and other changes necessitated due to changes in policies 
of the Government and the Company etc. 

86 A disaster recovery plan outlines identities of personnel, their roles/ responsibilities and 
plan/procedure to support critical IT systems in the event of their failure 
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2.6.8 Internal Control and Monitoring S)'.stem 

Internal control comprises all the methods and procedures adopted by the 
management of an entity, which assists in achieving management 's objecti ves. 

2.6.8.1 Internal Audit 

Internal Audit is one of the constituents of the internal control mechani sm . 
The Company outsourced its Internal Audit function to Chartered Accountant 
(CA) firms. During the period under review, Audit observed that: 

• The Company did not have an Internal Audit Manual indicating the 
scope and coverage of internal audit. Only checklists were prepared for 
the guidance of A uditors. 

The Government stated (November 2017) that audit checklists 
prepared by Corporate offi ce team were fo llowed. The reply was not 
tenable as a properl y approved Interna l Audit Manua l is more 
exhausti ve and authentic than unapproved check li sts. 

• The Company had not prepared annual audit plans during 20 I 2- I 7 and 
the audits were an-anged on ad hoc basis. 

The Government stated (November 20 I 7) that monthly audit plans 
were drawn in such a way that all accounti ng units of the Company 
were covered at least twice in a year. The reply was not tenable as the 
Company did not cover all its accounting units even once in each year 
under review. 

• The Internal Audit Reports were to be received from Internal Auditors 
within 15 days of completion of Audit. The same was, however, not 
received within the stipulated period. Further, Internal Audit Reports 
for 2012- 13 to January 20 16 were placed before the Committee with 
delays ranging up to I 0 months. Internal Audit Reports subsequent to 
January 20 I 6 were not placed (June 20 I 7) before the Audit Committee 
though I 7 months had been lapsed since completion of Audits. 

The Government stated (November 20 17) that Audit Reports were 
delayed due to delay in receipt of rep ly from the auditee offices. The 
rep ly was not tenable as delay in receipt of replies could not be a valid 
reason for delaying reports by Internal Aud itors and the Company 
should insist on the ir timely submission. 

Top Management should take respons ibility for establishing and 
effective operation of Internal Audi t System. 

2.6.8.2 Internal Audit of Power Co-ordination Committee 
Subsequent to unbundling (April 2000) of transmission and distribution 
acti vities in the State, Power Co-ordination Committee (PCC) was fo1med 
(J une 2005) by Government. PCC comprised of (i) C hairman and Managing 
Director (CMD), Director (Finance) and Director (Commercia l) of 
Transmiss ion Corporation of Telangana Limited (TSTRANSCO) and 
(ii) CMDs of the two DISCO Ms in the State of Telangana. The Committee is 
entrusted with the respons ibility of (i) power procurement and (i i) energy 
accounting and billing. The main objective of the PCC was to ensure optimum 
utilisation of resources for the benefit of State in a coordinated manner. 
TSTRANSCO outsourced the internal audit of PCC to a private Cha1tered 
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Accountant (CA) firm. An analysis of the Internal Audit reports revealed. the 
« following: 
J 

• Internal Audit reports on the activities of PCC were to be presented to 
the Audit Committee of the DISCOM as the expenditure pertained to 
the Company. The same were, however, not presented to the Audit 
Committee. 

The Government accepted (November 2017) and stated that the 
Internal Audit reports would be placed in ensuing Audit Coinm:ittee 
Meetings. 

• Audit observed from the scope, broad terms and conditions of the 
agreement with Internal Auditors that: 

~ The Auditors were entrusted with audit of energy purchases, 
however, they did not audit the purchases made through Power 
Exchanges. 

The Government stated (November 2017) that the auditors ve:rify 
and pass remarks in the Indian Energy Exchange (IEX) purchase 
file itself instead of in the Internal Audit report. 

The reply was incorrect as there were no remarks of Internal 
Auditors in the test checked IEX purchase files. Further, the 
remarks, if any, should also be given in the Illternal Audit Report to 
enable the authorities to take corrective action. 

~ The scope of work of the Auditors, inter-alia, included review of 
billing of generators. Internal Audit Reports were, however, 
prepared with focus on only one generator87 each month though 
energy is purchased from various sources88. As a result, in-depth 
analysis was not done on transactions with all generators at least 
once m a year. 

The Government stated (November 2017) that the scope of audit 
and terms of reference were given by the DISCOM. 

The reply was factually incorrect as the scope of Audit was given 
by the TSTRANSCO and not by DISCOM. 

~ The CA firm was contracted for the years 2011-13; however, the 
services were continued by PCC till date (June 2017) without 
inviting new tenders. 

The Government stated (November 2017) that the Internal Audit 
firm was continued in view of their experience in power sector. 

The reply could not be accepted as periodic tendering for 
professional services is a good practice. PCC should ensure 
compliance for the scope, terms and condition of the agreemenit by 
Internal Auditor. 

2.6.8.3 Review of payment of Electricity Duty 

As per the provisions of Andhra Pradesh Electricity Duty Act, 1939, the 

87 For instance, Telangana State Power Generation Corporation Limited 
88 State/ Central Generating Stations, Individual Power Producers (IPPs), Renewable Energy sources, 

short term power and through Power Exchanges (more than 100 generators in total) 
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Company has to pay Electricity Duty (ED) to State Government every month. 
As per the provisions, ED was payable at the rate of six paisa per unit on a ll its 
energy sales, other than to Railways and Centra l Government. The ED is 
levied by the State Government to fu lfi l its social obligations in providing 
assistance to power sector. 

Audit noticed that there was no periodical review and reconciliation of ED 
paid to State Government with ED demanded and collected from consumers. 
This had resulted in overpayment/ short-payment during the years 20 12-20 17 
as detailed below (Table 2.8): 

Table 2.8: Payment of Electricity Duty 
~ in crore) 

Year ED included ED realised ED paid to Over payment(-) I 
In demand from consumen Government short payment (+) 

201 2- 13 129.38 128.42 133.27 (-)3.89 
20 13- 14 132.97 132.22 143.56 (-) 10.59 
20 14- 15 128.46 127.66 20.65 107.81 
2015-16 133.64 133.08 17.72 11 5.92 
20 16-1 7 131.56 13 1.02 3 11.46 (-) 179.90 

Total 656.01 652.40 626.66 29.35 

Source: Records from Finance wing of the Company 

As seen above, the Company paid ED in excess of the amounts rea lised from 
consumers in 2012-13 , 20 13-14 and 20 16- 17, while it remitted lesser amounts 
in 20 14-15 and 2015-16. These ind icate that there was no periodical review 
and reconci liation, thus defeating the objectives of enacting the ED Act by 
State Government, to enable it to fulfi l its social obligations. 

The Government accepted (November 201 7) the audit observation . 

2.6.8.4 Material Management 

The Company, as a part of its annual physica l verification process, segregated 
its materials held in stores into various categories based on their pattern of 
usage by fi eld offices. A scrutiny of these reports revealed that the Company is 
holding huge quantities of non-moving, obsolete and slow moving materials 
and scrap at its stores. The value of these materials in all stores except 
Mahabubnagar registered an increase (from 2012- 17) ranging between 
206 per cent (Nalgonda) and 2 100 per cent (Rangareddy). Similarly, scrap 
materials had also registered increase in all stores ranging between 28 per cent 
(Nalgonda) and 55 per cent (Medak and Siddipet). 

Audit observed that though Audit Committee had directed (February 20 14) to 
di spose of the obso lete stocks immediately, the Company had not taken any 
action as of June 20 17. The Company, thus, continued to incur carrying costs 
on materials of ~ 33.86 crore due to non-compliance to the directions of Audit 
Committee. 

The Government accepted (November 201 7) the Audit observation and stated 
that the Operation Circles had initiated the process of di sposing the 
non-moving/ obsolete materials. Company needs to review its material 
management system and dispose of obsolete stock in time. 
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2.6.9 Access to Reliable and Sustainable Ene 

Sustainable energy is energy that meets the needs of the present generations 
without compromising the abi li ty of future generations to meet their own 
needs. An analys is of the efforts of the Company to meet the renewable energy 
requirements set by SERC is as deta iled in the fo llowing Paragraphs: 

2.6.9.1 Achieving Renewable Power Purchase Obligation targets 

As per Electricity Act 2003, the responsibility for promotion of Renewable 
Energy (RE) is on the SERC. The National Tariff Policy, 2006 requires the 
SERC to fix a minimum percentage of power to be purchased from 
RE sources. Fixation should take into account availabi lity of such resources in 
the region and its impact on retai l tariffs. 

The SERC thus stipulated (March 2012) Renewable Power Purchase 
Obligation (RPPO) for the Company. Accordingly, the Company should 
purchase a minimum of 5 per cent of its energy requirement through Non­
Conventional Energy (NCE) sources during 20 I 2- 13 to 2016- 17. Out of this, a 
minimum of 0.25 per cent should be procured from solar based generation. 
The details of total energy purchased and RE purchased during 2012-17 are 
given below (Table 2.9): 

Table 2.9: Total energy purchases and RE purchases 

SJ. No. Partk:ulan 2012-13 2013-14 2014-15 2015-16 2016-17 
J Total Energy purchased 

37733 393 17 33443 35202 36050 
(in MU) 

2 RE Purchases ( in MU) 145 1 1056 344 514 1723 
3 Percentage of RE to total 3.85 2.69 1.03 1.46 4.78 
4 Shortfall against norm of 

1.1 5 2.3 1 3.97 3.54 0.22 
5 per cent (in Percentage) 

Sources: Records of Power Coordination Co111111iuee 

Further, Audit observed that the Company's purchased energy from solar 
based generators exceeded the stipulated minimum of 0.25 per cent in all 
years except 20 14-15. However, it did not achieve the RPPO in 20 12- 16 
(Table 2.9). The shortfall was also not fulfilled by purchase of Renewable 
Energy Certificates (RECs) as stipu lated by SERC in its Regulation. However, 
it improved the position sign ificant ly in 2016- 17. 

The Government stated (November 20 17) that the approved RP PO trajectory 
was not met due to absence of RE poli cies and higher tariffs for power from 
RE sources. It was also stated that in view of the so lar power policy of the 
State Government and SERC approved tariffs for RE sources, approved RPPO 
trajectory would be met in the future. The Government had also stated that 
several Power Purchase Agreements were concluded with various Solar, 
Municipal Solid Waste (MSW) and Wind energy generators. 

2.6.9.2 Power for All 

Power for A ll (24x7 PF A) was a Joint Initiative of the Go I and State 
Governments. The objective was to provide 24x7 power to all consumer 
categories (excluding agriculture) by FY 20 18- 19. For agriculture, power 
supply would be 9 hours as per the State Government policy. Investments to 
the tune of~ 23,817 crore were p lanned in the distribution sector across the 
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State of Telangana. Out of the above investments, < 9,973 crore was towards 
Integrated Power Development Scheme (IPDS) and Deendayal Upadhyaya 
Gram Jyoti Yojana (DDUGJY). The key priority in the above Schemes was 
connecting the unconnected by formulating a plan for electrifying all the 
unelectrified households in the State by FY 20 17-18. Thi was in addition to 
improve operational efficiency. 

Audit observed from the progress report of PF A scheme that almost all 
categories of works were lagging behind except capacity augmentation of 
33 kV lines. One of the reason for the lag was delay in award of IPDS and 
DDUGJY works as detailed below: 

The Gol sanctioned (December 20 14) IPDS and DDUGJY for urban and rural 
areas respectively. Power Finance Corporation Limited (PFC) and Rural 
Electrification Corporation Limited were appointed as nodal agencies for 
implementation of IPDS and DDUGJY respectively. The in-principle approval 
from Monitoring Committees for IPDS and DDUGJY were received in March 
20 16 and Apri l 2016 respectively. 

The guide lines stipulated that the works were to be awarded within six months 
from the date of sanction of the scheme. The Power Ministers ' Conference 
envisaged (October 20 16) that IPDS works should be awarded by December 
20 16. Audit, however, observed that works were not awarded to the end of 
March 2017 fo r IPDS and DDUGJY due to delay in finalisation of tenders. 

Project Management Assistance (PMA) agreement was entered with REC 
Power Distribution Company Limited (RECPDCL) for both 1PDS (February 
20 16) and DDUGJY (May 20 16). The guidelines provided for 0.5 per cent of 
DPR costs only, however, the PMA agreements provided for one per cent of 
each scheme DPR cost. This would result in an additional burden of 
< 3.93 crore ~ 2.25 crore-IPDS and < 1.68 crore for DDUGJY) on the 
Company. 

The Government stated (November 20 17) that award of the works was 
delayed due to several time extensions owing to poor response and issue of 
amendments to tenders. Letter of Awards (LoAs) for DDUGJY and IPDS 
were awarded in April/ May 20 17. Further, it was stated that the PMA 
agreement concluded with RECPDCL is similar to the agreement concluded 
with another power distribution Company of Andhra Pradesh. 

However, the fact remains that there were delays in award of works and the 
Company had to ab orb the add itional burden due to increased PMA costs. 

Conclusion 

The Company spent more than the SERC approved amount on creation and 
strengthening the distribution network. Distribution losses during the period 
were more than the standards fixed by the State Electricity Regulatory 
Commission (SERC). As a result, energy losses of< 1,306. 76 crore could not 
be recovered by way of tariff. Short term purchase of power at levels higher 
than SERC approvals pushed up the average input cost. The State 
Government's policy for nine hour free suppl y of power to agriculture was not 
supported by subsidi es from the State Government. Waiver of pena lties 
coupled with allowing of price variations to the vendors led to unnecessary 
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burden of~ 80.84 crore. Various IT applications were developed and put to 
use in the Compan y. But it did not have an IT policy or a strategy to gu ide the 
IT activities . Further, po licies pertaining to change management, business 
continui ty and disaster recovery plan etc. , were not fra med for all critica l 
applications. 

ReeoD11Dendatlon1 

The Company should 

• ensure submission of ARRs to SERC in time to avoid losses due to 
continuation of previous years' tariff. The Company should prepare 
a plan, with the approval of SERC, f or system improvements 
including reductio11 of energy losses; 

• adhere to the approved methodology to assess the consumption of 
power in agriculture which can aid accurate calculation of subsidy 
as well as planning f or augmentation of distribution network; 

• review and revise the norms for DTR failure and ensure the 
compliance thereof at Circle level; 

• use contractual clauses tit at protect its interests by way of timeliness 
am/ economies in purchases; 

• review and implement a comprehe11sive security policy to safeguard 
IT assets and devise a plan to strengthen the IT security. 
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Chapter III 

3. COMPLIANCE AUDIT OBSERVATIONS 

GOVERNMENT COMPANIES 

Hyderabad Growth Corridor Limited 

3.1 Undue favour to a co11cessio11aire 

Hyderabad Growth Corridor Limited made excess payment of 
~ 15.35 crore to the Concessionaire which was not recovered over a 
period of six years leading to loss of interest of~ 7.37 crore as of June 
2011 I 

Hyderabad Growth Corridor Limited (HGCL) is a Special Purpose Vehicle 
floated by Hyderabad Metropo litan Development Authority (HMDA)89

. A 
Concession agreement90 was signed between HMDA, HGCL and the 
Concessionaire in August 2007. The agreement, stipulated semi-annuity 
payment of ~ 33.30 crore to the Concessionaire for construction, operation 
and maintenance of the express way. The Annuity paym ent was for a period of 
12 Yi years from the date occurring after Commerc ia l Operation Date (COD). 
The COD of the project was to be determined by an Independent Consultant. 
The agreement a lso prov ided for Bonus fo r early completi on and reduction in 
annuity91 fo r delays. 

Aud it scrutiny of the records of HGCL showed that wh ile the scheduled date 
of completion was noted as 9 June 20 I 0, the actual COD was determined as I 
March 20 11 . As per the agreement, the first semi-annuity payment of 
~ 33.30 crore (stated to be due on 6 December 20 I 0) was not due and hence 
not made. The second semi-annuity payment due on 5 June 201 1 amounted to 
~ 17.95 crore (being the propo1t ionate payment for 97 days from I March 
2011 to 5 June 2011). However, full semi-annuity payment of~ 33.30 crore 
was paid (June 20 11 ) to the Concess ionaire. T hi s resulted in excess payment 
of~ 15.35 crore as on that date. 

It was further seen that the excess payment (June 20 11 ) had not been adj usted 
(as of June 20 17) fro m subsequent semi-annui ty payments made ti ll June 
20 17. Non-recovery/adjustment of the excess payment fo r over a period of six 
years resulted in blocking of Company's funds . This also entailed loss of 
interest of~ 7.37 crore as of June 201 7 (8 per cent as per applicab le rate of 
borrowing of Government). 

When the matter was po inted out in A udit, the Company confirmed 
(Ju ne 201 7) the excess payment. The Company also stated that the recovery of 
excess payment would be effected after the Independent consultant provides 

89 Earlier known as Hyderabad Urban Deve lopment Authority (HUDA) 
90 Design, Construction. Development. Finance, Operation and Maintenance o f a 13 KM long eight lane 

access controlled express way between Pcdda Ambcrpct and Bongulur (95.00 KMs to I 08 KMs) on a 
Build, Operate and Transfer (BOT) basis 

91 The quantum o f Bonus/reduction of annuity would be dctcnnined as per the formu la (agreed to in the 
ag reement) by an Independent Consultant appointed for the project 
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calculation on bonus payment/annuity reduction. The Company did not offer 
comments on loss of interest. The reply of the Company is not acceptable. The 
bonus/reduction in annuity was to be effected when annuity payment was 
made (June 20 l l ). The issue was not reso lved as of June 201 7, i.e., after a 
lapse of six years. This led to undue favour to the Concess ionaire. 

3.2 Short collection of electricity duty of~ 28.56 laklt 

The Company levied electricity duty on kWh units instead of kVAh 
units in respect of specified LT consumers which resulted in its short I 
collection and consequent loss to the Government J 

Energy supplied by the licensees are required to be billed as per the rates 
notified by the Electricity Regulatory Commission of the State through its 
tariff orders from time to time. 

As per tariff orders issued by the State Electric ity Regulatory Commiss ion 
(SERC) from 20 l l -12 onwards, energy charges should be billed on kVAh92 

units instead of kWh93 units . The orders also required that trivector meters 
which provide readings in kV Ah, kWh and kVArh94, should be provided to 
specified LT consumers95 . 

As per A.P. Electricity Duty Act, I 939 (Section 3), the li censees have to 
co llect and remit to the State Government, Electri city Duty (ED) at the rate of 
s ix paise96 per unit of energy sold . Review of records of operational circle, 
Warangal, Northern Power Distribution Company of Telangana Limi ted 
(Company) revealed that even though energy charges were collected on 
kVAh units, ED was collected on kWh units from the specified LT 
consumers. As a result, the collection of ED on kWh units resulted in short 
collection of the same by ~ 28.56 lakh (A nnexure 3.1) during 201 1-1 7 in 
respect of Warangal circle alone. 

In its reply, the Government accepted (January 201 8) the audit observation 
and stated that ED was now being levied on kV Ah units from April 2017. 
Further, it was stated that instructions were issued to all circles to raise the 
shortfall of ED from the concerned consumers by issuing notices and then 
include the shortfall amounts in the monthly bills. 

As per the Electricity Act, 2003, no sums shall be recoverable from any 
consumer after two years of due date, un less shown continuously as arrears of 
charges for electricity supplied. In view of this provision, the extent of recovery 
cannot be ascertained. 

Thus, failure of the company to levy ED on kV Ah units resulted in short 
collection of ED and consequent loss to the Government by ~ 28.56 lakh. 

92 kV Ah - Kilo Volt Ampere Hours, means to tal energy consumption 
93 kWh - Kilo Watt Hours means units of active energy constm1ption 
94 kYArh- Kilo Volt Ampere Reactive Hours 
95 LT Category II (non-domestic/commercial) services, for loads of I 0 KW and above and LT Category-

11 1 services with connected load of 15 KW/20 HP to 37.5 kW/50 HP 
96 Amended in the year 1994 from four paisa to six paisa per unit 
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Southern Power Distribution Company of Telangana Limited 

3.3 Avoidable expenditure 

Failure to adhere to the provisions of the Employees Provident Fund 
and Miscellaneous Provisions Act, 1952, resulted in extra expenditure of 
~ 100.63 crore during 2012-17 

According to Section 6 of The Employees Provident Fund and Miscellaneous 
Provisions Act, 1952 (Act), an employer should contribute its share every 
month to the Employees Provident Fund (EPF). The contribution should be at 
the rates prescribed by the Government of India (Gol) from time to time. Out 
of the employer's contribution, 8.33 per cent would be transferTed to the 
Employee's Pension Scheme/Fund and the balance to the employee's 
Provident Fund account. 

Further, the employer should pay 'administrative charges' @ 1.10 per cent till 
31 December 20 14 and 0.85 per cent thereafter on the wages97 on which EPF 
contribution was made. In addition, as per Section 6C of the Act, ibid, the 
fo llowing payments should be made by the employer: 

(i) contribution @ 0.50 per cent of the wages (subject to ceiling limi ts as 
prescribed) to the ' Employees Deposit Linked Insurance Scheme' 
(EDU); and 

(ii) EDLI administrati ve charges @ 0.0 I per cent of the wages (subject to 
cei ling limits as prescribed). 

During the five-year period 2012- 17, the employer's contribution stood 
notified by Government of India at 12 per cent of the wages. The wage ceiling 
limit for the purpose was ~ 6,500 per month till 31 August 2014 and at 
~ 15,000 thereafter. However, Act provides that any establishment that has at 
the end of any fi nancial year, accumulated losses equal to or exceeding its 
entire 'Net worth'98, such an establishment is allowed to contribute employer's 
share at I 0 per cent, instead of 12 per cent. 

It was observed during Audit that the Company had accumulated losses99 

exceeding its 'Net worth' during 20 12- 17. Hence, the Company hould have 
restricted the employer's contribution to I 0 p er cent of the wages. However, 
the Company conti nued to contribute its share @ 12 per cent. Further, the 
Company had not adhered to the statutory wage ceiling limit of ~ 6,5001 
~ 15,000 per month. This, together with administrati ve charges on EPF 
contribution, contribution to EDU and EDU administrative charges resulted 
in excess contribution of employer's share. The excess contribution of 
~ I 00.63 crore (Annexure 3.2) for the five-year period 20 12- 17 resulted in 
additional burden on the loss making Company. 

It was further observed that the Company depicted the excess contribution as 
part of the 'Operation and Maintenance' expenditure. The break-up of details 
were not revealed in the ' tariff filing ' fil ed wi th the State Electricity 

97 Pay plus Dearness Allowance 
98 Total Assets minus Total Liabilities = Net wonh 
99 20 12- 13: ~ 7,829.8 1 crore; 2013-14: ~ 8,641.05 crore; 2014-15: ~ 8,255.56 crore; 20 15-16: 

~ l 0,624.99 crore; 2016-17: ~ 15,325.22 crore 
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Regulatory Commission. Stakeholders including genera l public were not 
provided with the info rmation regarding the excess contribution to EPF. 

The Government replied (January 2018) that the issue pertained to employee 
related payments. In view of the various steps taken by the State Government 
to strengthen the DISCOMs, the Employer contribution at 12 per cent was 
made. 

The reply was not acceptable as the contribution made is in contravention to 
statutory provisions laid down in the Act. 

Thus, fai lure of the Company to adhere to provisions of the Act resulted in 
extra expenditure of~ 100.63 crore during 20 12- 17 which was avoidable. 

I Tel~~.;~ State Forest Development Corporation Limited 

3.4 Loss of revenue due to inordinate delay in the sale of eucalyptus 
pulpwood 

I The Company sustained a loss of~ 3.14 crore due to the delay in the 
sale of eucalyptus pulpwood 

The Company had an estimated quantity of 2,85,524 MT100 of pulpwood in the 
year 20 I 5-16. Harvesting and sale of the same, however, did not take place in 
2015-1 6 as the tenders were deferred due to instructions of the Government. 
The Government subsequently permitted (November 20 16) the Company to 
sell three lakh MT out of accumulated four lakh MT (20 16-1 7). Of this 
quantity, the Company sold 2.8 1 lakh MT in nine di fferent lots at a price 
ranging from ~ 3,900 to ~ 4,365 per MT. This was, however, below the 
minimum reserve price(~ 4,400) fixed by the Company. 

In this context, the quantum of eucalyptus pulpwood sold and the sa le price 
thereof for the years 20 I 2- 15 were depicted in the Chart 3. I . 
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Chart 3.1: Year-wise analysis 

157863 MT 
@ ~243 1/ MT 

2012-13 2013- 14 2014-15 

As could be seen from Cha11 3. l , the sale price was inversely proportional to 
the quantum of eucalyptus pulpwood sold in that year. Li kewise, the release of 
huge quantity of 3 lakh MT into the market by the Company in 2016-17, after 
deferring the sa les during 2015-16, resulted in fa ll in the sale price below the 
min imum reserve price set by the Company. Fm1her, due to postponement of 

100 For the year 2014-15, the cumulati ve estimated quant ities or pulpwood (for Telangana) was 1,74,325 
MT and the sale did not take place during 20 14-1 5 
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sale in 201 5- 16, the pulpwood had over-matured 101 leading to deterioration in 
qual ity. This resulted in loss of at least~ 3. 14 crore in the sale of 2.8 1 lakh MT 
of pulpwood (A nnexure 3.3). 

The Company accepted (May 20 17) the audit observation and attributed the 
delay in the sale of eucalyptus pu lpwood to the instructions of the 
Government. The Government (August 20 17), however, contended that there 
was no loss to the Company due to the de lay in sales as (i) over-matured 
eucalyptus would fetch more price as it could be utili sed for plywood 
furniture; (ii) reserve price was strategically fi xed at higher level so that major 
buyers do not quote less than reserve price. 

The Government reply was not acceptable as (i) out of 2.81 lakh MT of 
eucalyptus sold, 2.44 lakh MT was sold to a paper mill and not a furniture 
company; and (ii) the sale price was less than the upset price fi xed by the sales 
sub-committee in five lots. 

Thus, inordinate delay in the sale of euca lyptus pulpwood by the Company led 
to a loss of at l east~ 3. 14 crore to the Company. 

3.5 Extension of undue benefit of~ 18.03 crore to the buyers of sand 

Failure to comply with the provisions of VAT Act resulted in extension 
of undue benefit of~ 18.03 crore to the buyers of sand 

The Government of Telangana (GoT) introduced a New Sand Mining Policy, 
20 14 102

, for the State ofTelangana. The Telangana State Sand Mining Rules 103 

were formu lated to regulate the mining and transportation of sand in the State. 
The Company was the only agency authori sed to sell the sand on behalf of the 
Government of Telangana. 

The Company started the sand sale bus iness with effect from 12 February 
2015. The GoT had pem1itted 104 the Company to retain sand sale proceeds 
collected from 12 February 20 15 to 31 May 20 15 as a one-time 
non-refundab le grant. From 0 I June 201 5 onwards all sand sale proceeds had 
to be directly cred ited to Telangana State Government Treasury. The 
Company could claim operationa l expenses incurred plus 6 per cent 
supporting charges on sand sale proceeds. 

According to Section 2(10) of VAT Act, 2005 t05, the Company had to levy 
VAT @ 5 per cent on sale of sand, collect from sand buyers and remit to the 
Government. The Company however failed to levy VAT on sand sales made 
during the period from 12 February 20 15 to 18 March 2016. The Commercial 
Tax Officer, H yderabad issued a show-cause notice ( l 0 March 20 16), for non­
payment of VAT amounting to ~ 18.77 crore on the sand sales up to 
December 20 15. The Government of Telangana instructed ( 18 March 2016) 

101 Crossed 45 ems. girth ( ideal girth is less than 45 ems. for paper industries) 
102 Vide G.O.Ms.No.38, Industries and Commerce (Mines I) Department, dated 12 December 20 14 
103 Vidc G.0.Ms.No.3, Industries and Commerce (Mines I) Department, dated 08 January 2015 
104 Vide G.O.Ms.No.42, Industries and Commerce (Mines I) Department, dated 14 July 2015 
105 A.P VAT Act, 2005 adopted by Telangana State 
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the Company to pay VAT on the sales on its beha lf for the period mentioned 
in the show cause notice. 

Audit observed that the Company failed to levy and collect VAT as per the 
provisions of the VAT Act, on the sand sales made during the period 12 
February 2015 to 18 March 2016. This led to extension of undue benefit of 
~ 18.03 crore106 (as per the actual sales indicated in the Company 's portal) 
to the buyers of the sand. 

The Management confirmed (January 20 17) that the Company had not col lected 
any VAT on the sa le of sand across all the d istricts of Telangana. It was 
info1m ed that the Company was under the impression that it wou ld get 
exemption from payment of VAT, as it was doing business on behalf of the 
GoT. Further, it was stated that the Company had started collecting VAT from 
19 March 2016. In its fu1ther reply (June 2017) it was stated that Commercial 
Tax Department has been requested to make book adjustment in respect of VAT 
for~ 18.03 crore and the matter is yet to be resolved. 

Thus, the failure of the Company to compl y with the provisions of VAT Act 
resulted in extension of undue benefit to the buyers of sand amounting to 
~ 18.03 crore. 

Telan ana State Power Generation Corporation Limited 

3. 6 Avoidable additional expenditure 

I Faulty drawings resulted in a-d-d-iti-.o-n_a_l_e_x_p_en_d_i_tu_re off 47.89 lakh which 

I was borne b y the Company a nd not by the firm 

Ramagundam Thermal Station (RTS-B) of Telangana State Power Generat ion 
Corporation Limited (TSGENCO) (Company) 107 decided (November 2004) to 
replace 1220 eroded Boiler bank tubes 108 and 36 side wa ll tubes including LT 
and HT Super Heaters. The replacement was expected to improve the Boiler 
perfo rmance, and enhance the Company's ability to meet the demand of power. 

As the original drawings of the Plant (including Boiler) were not available, 
the Company dec ided to develop drawings based on the existing dimensions, 
on re-engineering. The work was awarded (March 2007) to an experienced 
Chennai based firm 109(firm ' A ' ), for~ 9. 14 lakh. As per the Work Order, the 
firm was to submit an undertaking that the equipment manufactured based on 
these drawings submitted would be suitable for one to one replacement. 
Accordingly, an undertaking was submitted (August 2007) by the finn. The 
drawings were submitted by the fim1 in May 2009. The same were approved 
by the Company. 

Based on the approved drawings, the Compan y awarded (August 2010) 110
, the 

work of manufacture, testing, inspection and supply of 1220 boiler bank tubes 
along with side water wall tubes, LT & HT super heater coils to a Nagpur 

106 VAT @ 5 percem on sand value of~ 360,54,09,303 for a quantity of 63,76,445.49 cubic metres 
107 Installed capacity of 62.5 MW (commissioned in 1971) 
108 Boiler Bank Tubes are bent to shape Tubes or Steam Generating Tubes where water is converted to 

steam. Boiler Bank Tubes carry a mixture of water and steam 
109 Mis U-Tech Consultants & Engineers (P) Limited, Chennai 
110 On limited tender basis 
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based contractor' 11 (firm 'B '), for ~ 1.04 crore 11 2 excluding taxes. 
Accordingly, the material ( 1220 boiler bank tubes) was supplied by the 
contractor in 20 I I. 

As a part of overhaul (September 20 12), 101 old bank tubes were initially 
dismantled. While erecting the bank tubes (September 2012), it was found 
that the tubes supplied by the contractor could not exactly fit into the existing 
boiler. When the fact was brought to the notice of the contractor, the 
contractor placed the blame on the approved drawings. 

In order to replace the 101 dismantled tubes initially and the remaining 
1119 tubes later, an additional/modification work of adding spool piece' 13 of 
approximately 150 to 200 mm length to the bank tubes was entrusted to the 
same contractor in view of the urgency, at an additional cost of~ 47.89 lakh. In 
the absence of a specific clause/ condition in the work order, in case tubes do 
not fit owing to fau lty drawings, the Company was unable to recover the 
amount from the firm 'A'. 

The Government in its reply (January 201 8) cited constraints such as absence 
of original drawings, spare equipments and inaccessible site conditions. It was 
further stated that corrections/ adjustments in the final assembling process 
while replacing bank tubes were inevitable. 

The reply was not acceptable as the Company failed to include specific clause 
in the Work Order of firm 'A' for recovery, in case the tubes manufactured 
based on drawings did not fit. 

This had resulted in additional expenditure of~ 47.89 lakh which was borne 
by the Company and not the firm ' A'. 

STATUTORY CORPORATION 

Telangana State Road Transport Corporation 

3. 7 Non-Operating Revenue in Te/angana State Road Transport 
Corporation 

3. 7 .1 Introduction 

Following bifurcation of the State (June 20 14), the erstwhile Andhra Pradesh 
State Road Transport Corporation (APSRTC) was bifurcated into APSRTC 
and Telangana State Road Transport Corporation (TSRTC) 114 (Corporation). 
Separate records for TSRTC were mainta ined from 03 June 20 15. The 
Corporation is under the administrati ve control of Transport, Roads & 
Buildings Department, Government of Telangana. 

The Corporation provided transportation services to commuters within and 
outside the State through I 0,390 buses (including 2 153 hired buses), as of 
3 1 March 20 17. The Corporation had been running in loss. 

111 Mis Seam Industries (P) Limited, Nagpur (earlier Mis Sunil Hi-Tech Engineers & Manufacturers (P) 
Limited) (L- 1) 

11 z Supply package: ~ 82.58 lakh plus works package: ~ 2 1.26 lakh 
113 Piece of pipe 
114 Fom1ed with effect from 27 April 2016 
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Non-operating revenue accounted for 2.37 per cent of total revenue during 
20 16-17. Its average for the last three years worked out to 2.12 per cent of the 
total revenue. Non-operating Revenue (NOR) showed a growth of 27 per cent 
over the three years 20 14- 17. 

The Non-operating revenue of the Corporation mainly included: 

• Rent: from leasing of stalls, shops, canteens, open spaces etc. in the 
bus stations 

• Advertisements: Sale of advertising rights for adverti sements in the 
premises of bus stations, on buses, passenger seat backs, etc. 

• Others: Sale of scrap (veh ic les and materials), interest on deposits, 
dividends, interest on advances to employees. 

3. 7.2 0 anisational set u 

The Management of the Corporation is vested with Board of Directors (Board) 
headed by a Managing Director. 

3.7.3 Audit 

Audit was conducted from 31 March 2017 to 3 1 May 2017. The Corporation 
had l l Regional Offices, out of which records at eight Regions 115 were 
reviewed. The objective was to seek an assurance that the po licies and 
practices for maximising the non-operating revenue from rent and 
adve1iisements were effective. 

3. 7.4 Audit flndin 

3.7.4.l Leasing of stalls & shops 

The Corporation had 358 bus stations spread throughout the State, which were 
categorised as 'Major', 'A ', ' B ' and 'C' class. These bus stations had 
3958 shops/stall s which were leased out by the Corporation through tendering. 

As per the erstwhile APSRTC circular of 2003 11 6, the categorisation of bus 
stations was based on the commercia l revenue realised through license fee and 
number of bus serv ices touching the bus stations. Subsequent to the formation 
of TSRTC, the same categorisation was continued. The categorisation was not 
reviewed even though the underlying economic factors such as growth of the 
cities and commercial character of the cities had undergone substantial 
change. 

The Government replied (February 20 18) that the Corporation proposed to 
reclass ify the bus stations and accordingly information was being obtai ned 
from the Regions for the same. The work would be completed shortly. 

Occupancy of stalls 

There was no policy/Manual guiding leas ing of space, shops etc. in the 
Corporation . Review of the records revealed: 

• As of 31March2017, 88 per cent of the stalls stood allotted (Table 3. 1). 

11 5 Mahbubnagar, Nalgonda, Nizamabad, Medak, Secunderabad, Hyderabad, Warangal and Rangareddy 
116 Major bus station:~ 2.50 lakh and above; 'A' Class bus station : ~ 1.50 lakh to~ 2.50 lakh; 'B' Class 

bus station:~ I 0,00 I to ~ 1.50 lakh; 'C ' Class bus station: below~ I 0,000 (month ly license fee) 
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The ana lysis of occupancy of stalls revealed that the percentage of vacancy 
was high in 'A' class (20 per cent) and 'C ' class bus stations ( 16 p er cent). 

Table 3.1: Vacancy position in bus stations as on 31 March 201 7 

Details of bus stations Number of staUs 
Percentage of 

No. of bus Category stations Total Allotted Vacant vacancy 

Major 8 463 419 44 9.5 
'A ' class 17 525 418 107 20.4 
'B ' class 88 2007 1846 161 8 
'C' class 245 963 809 154 16 
Total 358 3958 3492 466 l l.8 

Source: Company records 

A udit noted that all tenders were issued and finali sed at the Regiona l office 
level. A monthly statement was rece ived at the Corporate office from the 
Regional offices indicating the tota l number of shops/spaces and the total 
number of shops/spaces a llotted. T he info1mation received from the Regional 
offices was merely conso lidated at the Corporate office. 

Periodical review on the occupancy of sta lls was not conducted at the Corporate 
Office. In the absence of review, there was no regular monito1ing mechanism 
and fo llow up action at the Corporate Offi ce. The Corporation did not have a 
comprehensive database of the to tal shops and spaces available for lease, period 
of vacancy and the resultant loss of revenue. Thus, the loss on account of 
vacancy of stalls across the Corporation could not be assessed in audit. 

The Government replied (February 20 18) that the Corporation was in the 
process of developing the data base software by M/s Tata Consultancy 
Services L imited (TCS) to have all the detail s of the stalls to regularl y monitor 
the occupancy/vacancy position of the stalls. 

T he reply was not acceptable as the work relating to development of software 
by TCS started in A pril 20 12 and is yet to make any progress. 

• Audit selected five ' 17 regions for fu rther analysis. It included 33 bus 
stations of fi ve Regions compris ing fo ur in ' Major ', six in ' A ' C lass, eight in 
' B ' C lass and 15 in 'C' C lass bus stations. ln these 33 bus stations, out of 
1039 stalls, there were 149 vacant stall s comprising 54 in ' Major ', 38 in ' A ' 
Class, 24 in ' B ' Class and 33 in 'C ' C lass bus stations. 

In the selected five regions, there were vacant stalls at 33 bus stations (out of 
358). Thereby, the Corporation lost the opportunity to earn revenue of 
~ 3.95 crore. 

The Governmen t repli ed (February 20 18) that tenders were called for and 
attributed the vacancy and non-allotment to several reasons, viz., less quotes 
received, not meeting eligibility criteria, no response and sta lls located in non­
potentia l areas. In respect of JBS and MGBS, Hyderabad, it was replied that 
less business to stall s were due to bifurcation of the State and introduction of 
e-tendering system for ca lling tenders. 

117 Mahbubnagar, Nalgonda, Nizamabad and Medak with three depots each and Rangareddy with two 
maj or bus stations. (Out of 8 Regions. in 3 Regions, i.e .. Hyderabad , Sccunderabad and Warangal 
Regions. vacancy posi tion was less) 
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The fact remains that the reasons for vacancy of stalls were not communicated 
by the Regional Offices to the Corporate Office. Hence, analysis for the 
vacancy was not done and no directions were issued. 

• Corporation directed (13 September 2001 and 2 April 2005) that tenders 
should be called for three months before the closure of the existing agreement. 
Tenders were to be called at least ·once in two months. 

Audit observed that the Regional Offices did not comply with these 
instructions regarding time schedule for issue of tenders. The delay in 
allotment of. stalls before the end of the agreement period of the existing 
licenses resulted in loss of~ 0.68 crore. 

The Government replied (February 2018) that tenders were called for 8 times 
(once in 2015, four times in 2016 and three times in 2017) in Nizamabad 
Region but stalls could not be allotted due to various reasons like less quotes, 
no response to tenders etc. In Medak Region, it was replied that tenders were 
issued once in 2015 and in 2016, while it was issued twice in 2017 but there 
was no response. 

The reply was not acceptable as the instructions contained in circular dated 
2 April 2005, for allotment of vacant canteens, stalls/shops etc., at Bus 
Stations, tenders have to be called for at least once in two months. From the 
reply, it was clear that the regions did not comply with the instructions of the 
Corporate Office. As a result, the stalls/shops could not be allotted to the 
tenderers on time before the completion/closure/termination of agreement 
period of the existing licenses. 

3.7.4.2 Recovery of Service Tax from the Licensees 

Rental income from immovable property is taxable under Section 66B of 
Finance Act, 1994 as per the Notification No. 30/2012 dated 20 June 2012 of 
Service Tax. Audit observed that the Corporation issued a 'circular' (21 April 
2014) for mandatory collection of 'Service Tax' on the license fee, in respect 
of the agreements entered into after 21 April 2014. In respect of agreements 
entered before 21 April 2014, the license fee received/to be received was to be 
considered as inclusive of Service Tax. 

Audit observed that there was a delay of two years in issuance of circular 
(21 April 2014) for collection of Service Tax from the date of issue of 
notification (No. 30, dated 20 June 2012) by the Government of India. 

The Corporation did not furnish the reasons for delay. Thus, the Corporation 
was liable to pay Service Tax of~ 5.96 crore118 from its own resources. Out 
of this, only an amount of~ 0.64 crore119 was paid to the tax authorities as of 
date (March 2017). In addition to an avoidable liability, the Corporation 
extended an undue benefit to the licensees. 

The Audit of agreements of 479 stalls at five bus depots and two major bus 
stations, showed discrepancies with reference to levy of Service Tax in 96 stall 
agreements entered into after.21 April 2014 as indicated below: 

118 2012-13 - ~ 2.56 crore and 2013-14 - ~ 3.4ff.crore 

119 25 per cent for 2012-13 
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• The Corporation issued instructions regarding inclusion of a suitable clause 
for the collection of Service Tax from the licensees which were entered 
after 21 April 2014. However, some of the Regional offices had not 
included the clause relating to Service Tax in the agreements120 entered 
after April 2014. This resulted in extension of undue benefit of~ 0.84 crore 
to 76 licensees, due to non-collection of-Service tax and corresponding loss 
·to the Corporation. The Management accepted (April 2017) that the clause 
of collection of Service Tax was not included in respect of two stalls 
erroneously. However, the Corporation did not furnish reasons for non­
inclusion of the clause in respect of other agreements. 

• The clause for collection of Service tax included in the agreements with 
6 licensees, however, the Corporation failed to collect the Service Tax 
amounting to ~ 11.08 lakh from the date of agreement up to December 
2016/J anuary 2017. As a result, the liability has to be borne by the 
Corporation from its own resources. 

• In Siddipet depot, Service Tax clause was incorporated in the 
agreements executed with 14 licensees from September 2016. This 
resulted in an avoidable liability of~ 3.46 lakh in respect of agreements 
entered between 21 April 2014 to 31 August 2016. 

The Government replied (February 2018) that the stalls which were allotted 
before 2014, there was a clause in the agreements that the Service Tax, if any 
applicable on renting of immovable properties of the Corporation, would be 
borne by the Corporation. The licensees of the stalls citing the above clause 
were not paying the Service Tax. 

The reply was not acceptable since as per the Finance Act, 2012, it was 
mandatory to pay Service Tax on rentals of immovable property. Due to ·non­
inclusion of the Service Tax clause in the agreements entered during 2012-13 
and 2013-14, Corporation was liable to pay~ 5.96 crore from its own funds. 
Even after issue of circular (21 April 2014) by the Corporate Office for the 
inclusion of Service Tax clause, management failed to include the same and 
allowed undue benefit to the licensees. 

3.7.4.3 Commuter Amenity Centres 

The Corporation was the implementing agency for setting up Commuter 
Amenity Centres (CAC) under JNNURM121 Scheme. CAC is a structure with 
"ultra-modem" facilities 122

. 

Integrated CACs were not constructed but only separate Bus Terminals (BT) 
and bus depots were constructed by the Corporation. Audit findings thereof 
were included in the Report No. 5of2014 of the C&AG of India (PSUs) for 
the year ended March 2013. The vacant commercial space and loss of revenue 
in four Bus Terminals123 was highlighted in the Report. However, the 

120 Mahbubnagar Region: Mahbubnagar, Kalwakurthy and Shadnagar depots and JBS & MGBS (closed 
stalls) 

121 Jawaharlal Nehru National Urban Renewal Mission 
122 Like banking, e-seva, cafeteria, pass issue counter, reservation counter, waiting hall, medical 

assistance, drinking water, internet cafe etc. 
123 Koti, ECIL, Patancheru and Kukatpally 
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Corporation did not take any corrective action. 

A test check conducted in three out of the five CACs/BTs showed that: 

• The CAC/BT, Kukatpally, Hyderabad was constructed at a cost of 
~ 7.56 crore. Out of the total area (45,265 Sft.) available in the CAC, 
20,877 Sft. was identified as commercial space for generating revenue. The 
CAC was handed over to the Regional Manager (RM), Secunderabad 
(17 January 2014). However, the commercial space remained vacant 
resulting in loss ofrevenue of~ 0.35 crore124

. 

The Government replied (February 2018) that the vacant space to an extent 
of 10,400 Sft. in CAC/BT Kukatpally was allotted with effect from 15 
February 2017. 

The fact remains that the entire space was vacant for over three years and 
vacant space admeasuring 10,477 Sft. was still lying vacant (December 2017). 

• In CAC/BT, Koti, Hyderabad, one stall I space admeasuring 8902 Sft. was 
proposed for allotment to banks and other commercial institutions. There was 
no response to the first tender issued. Against the second tender (April 2013), 
space was allotted for use as a godown, at a monthly license fee of~ 50,000 
~ 5.61 per Sft.). This rate was far less than the rental value in that area (as 
per the then A.P. Public Works Department 'D' Code~ 21.32 per Sft.). On a 
rethink, the Corporation cancelled the allotment (August 2013) and the stall 
lay vacant since then. The Corporation should have circulated the availability 
of space amongst Banks/Financial institutions instead of allotting the space 
for use as a godown. The vacant commercial space had resulted in loss of 
revenue of~ 0.82 crore (from September 2013 to March 2017). 

The Government replied (February 2018) that the Corporation cancelled the 
allotment of space for use as a godown as the rental value offered was very 
less. As the tenderer did not agree with the rate proposed by the 
Corporation, the tender was cancelled. Against this cancellation, the 
tenderer filed a Writ Petition. 

The reply was not acceptable as the Corporation after issue of allotment 
letter ascertained the higher rental value in that area. Considering this the 
Corporation cancelled the allotment. This led to avoidable litigation in 
Court besides loss of revenue to the Corporation. 

Revenue from Advertisement contracts 

The Corporation earns revenue from advertisements on buses, on passenger 
seat backs, spaces in and around bus stations (including unipoles) and on 
Ticket Issuing Machine rolls, etc. Advertising on buses included both buses 
.owned by the. Corporation and hired buses. Agreements for display of 
advertisements were entered into with private parties (Contractors), who paid 
monthly license fee as. per the rates agreed in the agreements. The 
advertisement contracts -were awarded through e-tendering, generally for 
period of five/ten years. The advertising space was generally earmarked and 
specified in the agreements. The Corporation had 79 advertisement contracts 

124 ~ 7.56 crore/45,265 Sft.= ~ 1670 /30 (estimated life) xl2 months=~ 4.64 per Sft. per month 
~ 4.64 x 20,887 Sft. per month=~ 96,916 x 36 months=~ 34.89 lakh 
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as on 3 J March 20 17. The Corporation did not have a policy for sale and 
execution of advertisement contracts. 

3.7.4.4 Collection of advertising revenue 

• The Corporation entered into three separate agreements (September 20 13 to 
September 20 15) with advertising agencies 125 (licensee). The agreements 
provide for display of advertisements on buses owned by the Corporation and 
on Private Hired Buses (PHB). 

The Corporation entered into separate agreements with PHB owners for hiring 
of buses as per which they were to permit display of advertisements on the 
buses, by the Corporation or its authorised agent. In case the PHB owner did 
not permit display of adverti sements, or if the displayed advertisement were 
removed without intimation, the Corporation was entitled to recover the 
commensurate license fee from the hire charges payable. 

Audit observed that the advertising agencies/ licensees had stopped payment of 
license fee amounting to ~ 2.62 crore to the Corporation. This was on the 
ground that they could not use the hired buses for display of advertisements in 
three Regions 126 for the period from August 2015 to March 20 17 and in two 
Regions 127 for the period from May 20 14 to March 2017. The PHB owners felt 
that allowing advertisements with vinyl stickers would entai l additional 
expenditure on re-painting when the stickers were removed. 

Failure of the Corporation to enforce and recover the commensurate amount 
from the Private Hired Bus Owners/ Advertising agency (March 20 17) resulted 
in non-recovery of~ 2.62 crore from the advertising agency (August 2017). 

The Government replied (February 20 18) that a ll the advertising contractors 
have represented to the Corporation to exempt the private hired buses from the 
purview of the contracts stating that they were not utilising those buses for 
display of advertisemen ts due to non-cooperation from the PHB owners. The 
matter was under examination at the Corporate Office. 

The fact remained that the Corporation could not enforce the agreement terms 
for making PHBs available for advertising purpose, which resu lted in the 
above loss. 

• In respect of its own buses, the Corporation fai led to conduct a census as 
per the agreement and to intimate to advertising agencies, the number of new 
buses added in fo ur Regions 128 during 20 14 and 20 15. As a result, the 
Corporati on lost revenue of~ 0.64 crore. 

The Government reply (February 201 8) was silent on non-intimation of new 
buses to the advertising agencies. 

Conclusion 

The Corporation did not have any po licy I Manual guiding the leasing of 
space, shops resulting in vacant stalls and commercial spaces. There was no 

125 Mis Valayam Creations, Mis Uni Ads and Mis Go Rural India 
126 Mahbubnagar, Medak and Nalgonda 
127 Warangal and Nizamabad 
128 Mahbubnagar, Nalgonda, Nizamabad and Hyderabad region 

67 



Report No. 1 of 2018 (Public Sector Undertakings) 

regular monitoring mechanism and follow up action at the Corporate Office. 
There was no comprehensive database of the total shops and spaces available 
for lease, period of vacancy and the resultant loss of revenue. In some of the 
cases, the agreements with licensees did not include the clause for the collection 
of Service Tax. Other agreements, provided for collection of Service Tax 
however, jt was not collected resulting in liability on the Corporation. Spaces 
in Community Amenity Centers remained vacant which lead to loss of 
revenue. Failure of the Corporation to enforce and recover the commensurate 
amount from the Private Hired Bus Owners/ Advertising Agencies resulted in 
non-recovery of revenue. 

3.8 Non-fulfillment of objective 

The Corporation, to comply with the directions of Government, to 
ensure safety and security of girls and women, modified city ordinary 
buses at a cost of~ 3.43 crore. However, prior assurance of fund from 
Government was not obtained. Of this, an expenditure of ~ 1.39 crore 
did not serve its objective as the doors were broken and not repaired 

On review of measures to ensure safety of women and girls in the city buses, 
the Government of Telangana directed (August 2014) the Telangana State 
Road Transport Corporation (Corporation) to propose modifications in the city 
buses for safety of women commuters. The modifications, in the form of a 
prototype bus, was submitted (November 2014) to the 'Safety Health and 
Environment' (SHE) Committee (Committee) for approval. The designs for 
the prototype contained: 

(i) a partition (consisting of "Door Structure" and "Honey Comb mesh") 
in the middle of the bus with a sliding door facility; 

(ii) the partition had a sliding door, from where only the bus conductor 
was supposed to pass through; 

(iii) the ~rilled partition separated male passengers from female 
passengers. 

The design was approved by the Committee in November 2014. 

The Corporation estimated the cost at ~ 16, 711 per partition per bus. The work for 
providing partition in 2050 'city ordinary' buses, was entrusted to local private 
fabricators. The work was completed in January 2015 at a total cost of 
~ 3.43 crore. The expenditure was met by the Corporation from borrowed 
funds129. 

Audit noted (December 2016) that the grill partitions in 834 buses (out of 
2050 buses provided), valued ~ 1.39 crore had broken and were thus non­
functional. The Corporation had not undertaken any repairs of the grill 
partitions in the buses as of July 2017. This defeated the intended purpose, 
besides rendering the expenditure wasteful. 

According to the provisions of the Road Transport Corporations Act, 1950, the 
Corporation shall carry out its activities on business principles. No sum shall 
be expended by or on behalf of the Corporation unless the same is covered by 

129 The Corporation had accumulated loss of~ 3,552 crore as on 31March2014 
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a cun-ent budget grant approved by the State Government. Scrutiny of relevant 
records however, showed that: 

( i) there was no administrative sancti on for the expenditure, ei ther by the 
governing department, i.e., Transport, Roads and Bui ldings Department 
or by the Department of Women, Child ren, Disabled & Senior C itizens. 

(ii) the Government had not committed to release funds to the Corporation 
for the work prior to its commencement. As a resu lt, the Corporation 
executed the work from borrowed funds. T he expenditure incun-ed by the 
Corporation had not been reimbursed by the Government as of July 20 17 
despite pursuance by the Corporation. 

The Government replied (January 201 8) that partitions were onl y proposed on 
experimental basis in city ordinary buses. The partitions were intact and 
broken s liding doors were removed fo r repairs and would be refitted. Further, 
the Government infonned (June 20 15) the Corporati on to meet the expenditure 
on its own. 

The reply was not acceptab le as the Corporation insta ll ed gri ll partitions in 
2050 City Ordinary buses. Install ation in such a large number of buses cannot 
be treated as experimental bas is. 

The rep ly confirmed the fact that the Corporation had to bear the expenditure 
on grill partitions out of its fu nds. 

Further, the Corporation did not ensure the repairs of grill partitions and 
s liding doors (December 201 7) defeating the obj ective of provid ing safety and 
security of girls and women. 

Hyderabad 

The 

New Delhi 
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\ 4 

(AJAIB SINGH) 

Princ ipa l Accountant General (Audit) 
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ANNEXURES 





SL 
o. 

1 
A. 

I 

2 

3 

4 

5 

6 

7 

8 

A1111ex11res 

A 1111exure I . / (a) 

Sta tement showing in vestments made by Sta te Government in PSUs (exclusive to state only) whose 
accounts a re in arrears 

(Ref erred to in paragraph 1.10) 

(Figures in Colu mns 4 & 6 to 8 are~ in cror e) 

Year 
Period of Investment made by State 

up to Paid 
accounts Government durl111 the year of 

Sector and name of Company wblcb up 
pending wblcb accounts are In arrean 

account Capital 
flnallled flnallsatlon Equity Loans Grants 

2 3 4 5 6 7 8 
Working Government Companies 

AGRICULTU RE AND ALLIED 

First 
Kaleshwaram Irrigati on Project Accounts 

100.00 20 16-17 100 .00 0.00 7.43 Corporation Limited not 
submitted 

First 
Telangana State Horticulture 

Accounts 
Development Corporat ion 0.00 2016-1 7 0.00 0.00 126. 18 
Limited 

not 
submitted 

Sub- tota l 100.00 100.00 0.00 133.61 
INFRASTR UCT URE 

Fab City SPY (India) Private 
201 3- 14 0.01 20 14-1 5 0.00 0.00 0.00 

Limited 

20 15-16 0.00 0.00 0.00 

2016-1 7 0.00 0.00 0.00 

Pashamylaram Textiles Park 20 13- 14 0.05 2014-15 0.00 0.00 0.00 

201 5-16 NA NA NA 

20 16-17 NA NA NA 

eCity Manufacturing Cluster 
2013- 14 0.0 1 20 14-1 5 0.00 0.00 0.00 

Limited 

20 15-16 0.00 0.00 0.00 

2016-17 0.00 0.00 0.00 

Maheswaram Science Park 
20 13- 14 0.0 1 20 14-15 0.00 0.00 0.00 

Limited 

2015- 16 0.00 0.00 0.00 

2016-17 0.00 0.00 0.00 

Hyderabad Growth Corridor 
20 12- 13 0.1 5 2013-14 0.00 348.53 0.00 Limited 

2014- 15 0.00 322.23 0.00 

20 15- 16 0.00 156.00 0.00 

20 16-17 0.00 0.00 0.00 

Sub-total 0.23 0.00 826.76 0.00 
MANUFACTURING 

First 
APMDC-SCCL Suliyari Coal Accounts 

1.00 20 13-14 A NA NA 
Company Limited not 

submitted 

20 14-15 NA NA NA 

201 5-16 NA NA NA 

20 16-17 0.00 0.00 0.00 

S.b-total 1.80 ••• ... 0.00 
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Year Period of 
Investment made by State 

SI. 
upto Paid accounts 

Government during the year of 
Sector and name of Company which up pending 

which accounts are in arrean 
No. account Capital 

finalised 
finalisation Equity Loans Grants 

I 2 3 4 5 6 7 8 
POWER 

9 
Northern Power Distribution 

20 15- 16 274.76 20 16-17 0.00 0.00 0.00 
Company ofTelangana Limited 

Sub-total 274.76 0.00 0.00 0.00 
SERVICES 

10 
Hyderabad Metro Rail Limited 20 12- 13 0.57 20 13- 14 0.00 0.00 2500.00 

20 14-15 0.00 0.00 424.67 

20 15- 16 0.00 177.46 0.00 

20 16- 17 0.00 152.73 0.00 
11 First 

Telangana Drinking Water Accounts 
0.05 20 15-1 6 A A A 

Supply Corporation Limited. not 
submitted 

20 16- 17 0.00 0.00 1450.00 
Sub-total 0.62 0.00 330.19 4374.67 
GRAND TOTAL 376.61 100.00 1156.95 4508.28 

NA= ot Applicable 
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A1111ex11res 

A n11ex 11re 1.1 (b) 

Statement showing investments made by State Government in PSUs (under demer ger) whose 
accounts arc in arrears 

(Ref erred to in paragraph I. I 0) 

(Figures in Column s 4 & 6 to 8 are~ in crore) 

Year upto Period of Investment made by State 
SL Sector and name of whleb Paid up accounts Government durillc die year of 

0. Company account Capital pending whleb accounts are In arrean 
ftaallled ftaaltsadon Eqmty Lous Gnats 

I 2 3 4 s 6 7 I 

Working Government Companies 

FINANCE 
I Andhra Pradesh Film, 

Television and Theatre 
20 15- 16 6.22 201 6-17 0.00 0.00 2.62 Development Corporation 

Li mited 
SabTotal 6.22 O.M 0.80 2.62 

INFRASTRUCTURE 
2 Andhra Pradesh Rajiv 2014- 15 

0.00 Swagruha Corporation Limited (2 Months) 
0.05 201 5-16 0.00 0.00 

201 6-17 0.00 0.00 0.00 
3 Infrastructure Corporat ion of 

0.00 0.00 0.00 Andhra Pradesh Limited 2014- 15 30.12 
201 5-16 
201 6-17 0.00 0.00 5.00 

Sub Total 30.17 1.80 0.80 s.eo 
POWER 

4 Andhra Pradesh Tribal Power Fi rst 
Company Limited Accounts 

not 
0.25 2008-09 0.00 0.00 2.44 

submitted 

2009-10 0.00 0.00 1.57 

2010-11 0.00 0.00 0.23 

201 1-12 0.00 0.00 0.89 

201 2- 13 0.00 0.00 0.98 

201 3- 14 0.00 0.00 0.52 

2014-15 0.00 0.00 0.67 

201 5- 16 0.00 0.00 1.31 

201 6- 17 0.00 0.00 1.41 

SabTotal 0.25 ••• . .. 10.02 
GRAND TOTAL 36.64 ••• ••• 17.64 
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SL 
0. 

I 
A. 

I 

2 

3 

4 

A 1111exure I.I (c) 

tatement showing investmenb made by tate Government in PSUs (fo rm ed due to 
demerger) whose accounts are in arrears 

(Referred to in paragraph 1. 10) 

(Figures in Columns 4 & 6 to 8 a re~ in crore) 

Yeuup Period of Investment made by State 
towlddl Paid up ueounts Government durlns die year of 

Partlculan accounts wlddt accounts are Im arrean Capital pendlq are ftullsatlon ftullled Eq1llty Loa• Grants 

2 3 .. 5 6 7 I 
COMPAN IES FORMED 
W.E.F. BIFURCATION 

AG RI CU LTURE AND 
ALLI ED 
Telangana State Seeds 
Development Corporation 2015-16 0 .05 20 16-1 7 0 .00 0.00 4.10 
Limited 

Telangana State Agro First 
Industries Development Accounts 
Corporation Limited not 8.96 20 15- 16 A NA NA 

submitted 

20 16-17 0.00 0.00 0.00 

Telangana State Irrigation 
Development Corporation 2015-16 0 .05 2016-17 0 .00 0.00 0.00 
Limited 

Telangana State Forest First 
Development Corporation Accounts 
Limited 9. 10 20 15- 16 0.01 0.00 0.00 

not 
submitted 

20 16-1 7 0.00 0.00 0 .00 

SabTotal 18.16 0.01 0.00 4.18 

FINANCE 

5 Tclangana State Minorities First 
Finance Corporation Li mited Accounts 

not 
0.02 20 15- 16 0.00 0.00 62. 16 

submitted 

20 16-17 0.00 0.00 76.58 
6 Tclangana State Chri stian First 

Minorities Finance Corporation Account 
0.05 2014-15 A A A Limited not 

submitted 

20 15-1 6 0.05 0.00 26.18 

20 16- 17 0.05 0.00 17.82 

7 Tclangana Power Finance 
Corporation Limited 201 5- 16 0.05 201 6- 17 0.00 0.00 0.00 
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Year up 
Period of lnveatment made by State 

towbkh Paid up accounts Goverameat duriq die year of SI. Particulan accounts which aceouts are la arrean 
0. 

are Capital pending 

flnaUsed flaaUsadon Equity Loam Gnats 

I 2 3 4 5 6 7 8 
8 Telangana State Handicrafts First 

Development Corporation Accounts 
3.05 20 15-16 0.00 0.00 0.00 Limited not 

submitted 

201 6- 17 3.00 0.00 0.00 

Sub Total 3.17 3.10 o.oo 182.74 

INFRASTRUCTURE 

9 Telangana State Urban Finance First 
and Infrastructure Development Account 

0.05 2014- 15 0.05 0.00 206.52 Corporation Limited not 
submitted 

20 15- 16 0.00 0.00 2.75 

20 16- 17 0.00 0.00 109.05 
10 Telangana State Industrial First 

Infrastructure Corporation Accounts 
12.6 1 2014- 15 NA NA NA Limited not 

submitted 

20 15- 16 0.00 0.00 15.26 

20 16-17 0.00 0.00 5.80 
11 Telangana State Mineral First 

Development Corporation Accounts 
0.05 20 14-1 5 A A A Limited not 

submitted 

20 15-16 0.00 0.00 0.00 

20 16- 17 0.00 0.00 0.00 
12 Telangana State Industrial First 

Development Corporation Accounts 
1.00 20 14-1 5 NA NA NA Li mited not 

submitted 

201 5-16 NA NA NA 

2016- 17 0.00 0.00 0.00 
13 Telangana State Aviation First 

Corporation Limited Accounts 
0.05 2015- 16 0.00 0.00 12.07 

not 
submitted 

20 16- 17 0.00 0.00 27.55 
14 Tclangana State Housing First 

Corporation Limited Accounts 
not 

A 20 15- 16 A A A 

submitted 

20 16- 17 A NA NA 

15 Telangana State Police Housing First 
Corporation Limited Accounts 

not 
0.75 20 15- 16 0.00 0.00 0.00 

submitted 

20 16- 17 0.00 0.00 0.00 

SabTotal 14.Sl 0.05 0.00 379.00 
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Year up Period of 
Investment made by State 

SI. 
to which Paid up accounts 

Government during the year of 
Particulars accounts which accounts are in arrears 

No. Capital pending 
are finalisation 

finalised Equity Loans Grants 

I 2 3 4 5 6 7 8 

M ANUFACT URING 

16 Telangana State Beverages 
0.00 58.56 Corporation Limjted 2014-1 5 0.05 2015-16 0.00 

2016-17 0.00 0.00 46.55 

17 Telangana State Leather First 
Industries Promotion Accounts 

1.63 2015- 16 0.82 0.00 0.00 Corporation Limited not 
submitted 

2016- 17 1.98 0.00 0.00 

Sub Total 1.68 2.80 0.00 105.11 

SERVI CES 

18 Telangana State Trade First 
Promotion Corporation Limited Accounts 

not 
0.01 2014-15 NA NA NA 

submitted 

20 15- 16 0.00 0.00 0.00 

2016-1 7 0.01 0.00 0.00 
19 Telangana State Civil Supplies First 

Corporation Limited Accounts 
0.10 2015- 16 0.00 0.00 0.00 

not 
submitted 

2016-1 7 0.10 0.00 0.00 
20 Telangana State Tourism First 

Development Corporation Accounts 
2.48 201 4-15 1.57 0.00 1.46 Limited not 

submitted 

201 5- 16 1.00 0.00 16.24 

2016-1 7 0.00 0.00 28.64 

Sub Total 2.59 2.68 0.00 46.34 

PO W ER 

21 Telangana State Power 
Generation Corporation 201 5- 16 869.64 20 16- 17 198.59 0.00 0.00 
Limited 

22 Transmission Corporation o f 
Telangana Limited 2014- 15 0.05 20 15- 16 0.00 0.00 0.00 

20 16- 17 0.00 0.00 0.00 
23 Telangana State Renewable First 

Energy Development Accounts 
0.05 20 14-15 NA NA NA Corporation Limited not 

submitted 

20 15-16 0.00 0.00 1.1 2 

2016-1 7 0.00 0.00 1.1 2 

Sub Total 869.74 198.59 0.00 2.24 

78 



A 1111ex11res 

Year up 
Period of Investment made by State 

SI. to which 
Paid up accounts Government during the year of 

No. Particulars accounts 
Capital pending which accounts are In arrears 

are 
finalisation finalised Equity Loans Grants 

I 2 3 4 s 6 7 8 

MISCELLANEOUS 

24 Telangana Overseas Manpower First 
Company Limited Accounts 

0.05 201 5- 16 0.00 0.00 0.00 not 
submitted 

201 6- 17 0.50 0.00 0.00 

Sub Total 0.05 0.50 0.00 0.00 
TOTAL (A) 909.90 207.73 0.00 719.53 

B. 
STATUTORY 
CORPORATIONS 

AGRICULTURE AND 
ALLIED 

25 Telangana State Warehousing First 
Corporation Accounts 

not 
3.74 201 5-16 0.00 0.00 0.00 

submitted 

2016- 17 0.00 0.00 0.00 

Sub Total 3.74 0.00 0.00 0.00 

F INANC E 

26 Telangana State Financial First 
Corporation Accounts 

21 9.35 201 5-16 NA NA NA 
not 

submitted 

201 6-17 0.00 0.00 0.00 

Sub Total 219.35 0.00 0.00 0.00 

SERVICES 

27 Telangana State Road First 
Transport Corporation Accounts 

83.89 
not 

201 6- 17 129.08 10 34.53 

submitted 

Sub Total 83.89 129.08 10.00 34.53 

TOTAL(B) 306.98 129.08 10.00 34.53 

GRAND TOT AL (A) + (B) 1216.88 336.81 10.00 754.06 

NA-Not Available 
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Anne.xure 1.2 (a) 

Summarised financial position and working results of PSUs (exclusive to state only) as per their latest finalised financial statements/accounts 
(Ref erred to in paragraph 1.13) 

(Figures in Columns 5 to 12 are~ in crore) 

Year in Paid- Loans Accumulated Net Net Return Percentage 
SL Sector I name of the Period of which outstandlna proftt(+)I Turnover profit impact of Capital OD of return Manpower 
No. Compaay accounts accounts 

up 
attbeend (+)/ lou Audit elDpioYecl capital OB capital 

finalised capital of year loll(-) (-) COIDllleDtl employed emploYed 

1 2 3 4 5 6 7 8 9 10 II 12 13 14 

A. WORKJNG GOVERNMENT COMPANIES 

AGRICULTURE AND ALLIE D 
I Kaleshwaram Irrigation First 

Project Corporation Accounts 
NA NA NA NA NA NA NA NA NA NA 0 Limited not 

submitted 
2 Telangana State First 

Horticulrure Accounts 
NA NA NA NA NA NA NA NA NA NA 0 Development not 

Corporation Limited submitted 
--

Sub Total NA NA NA NA NA NA NA NA NA 0 

INFRASTRUCTURE 
3 Fab City SPV (India) 

2013-14 20 16-17 0.01 0 - 1.18 0.92 - 1.07 0.00 -1. 17 -1.07 -9 1.45 0 
Private Limited 

4 Pasham ylaram Textiles 
2013-1 4 20 16-17 0.05 0.00 0.46 0.00 -0.02 0.00 0.5 1 -0.02 -3.92 NA 

Park 
5 eCity Manufac turing 

20 13-1 4 20 14- 15 0.01 0.00 0.00 0.00 0.00 0.00 0.0 1 0.00 0.00 0 
Cluster Limited 

6 Maheswaram Science 
2013-14 20 14-15 0.01 0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.00 0 

Park Limited 
7 Hyderabad Growth 

2012-13 2017-18 0. 15 3375.60 -3.81 0.32 -0.04 0.01 3,371.95 -0.04 0.00 NA 
Corridor Limited 

Sub Total 0.23 3.,375.60 -4.53 1.24 -1.13 0.01 3.,371.31 -1.13 0 

MANUFACTURI NG 

8 
The Singareni Collieries 

2016-17 2017-18 1733.20 4273.72 3463. 17 14229.87 552.29 
Under 

9470.09 784.27 8.28 56282 
Company Limited finalisation 

9 
Damodhara Minerals 

2016-17 20 17-18 0.04 0.00 -0.09 0.00 0.00 0.00 -0.06 0.00 0.00 0 
Private Limited 
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Year In Paid- Loau Accumulated 
SL Sector I name of tbe Period of wblcb outstanding proftt(+)/ Turnover 
No. Company accounts accoants up at tbe end 

ftnallsed capital of year lou(-) 

I 2 3 4 5 6 7 8 

10 
The Nizam Sugars 

20 16-1 7 20 17-1 8 34.00 55.94 -247.20 0.00 
Limited 

First 

I I 
APMDC-SCCL Suliyari Accounts 

NA NA NA NA NA 
Coal Company Limited not 

submitted 

Sub Total 1767.24 4329.66 3215.88 14229.87 

POWER 

Southern Power 
12 Distribution Company of 20 16- 17 2017- 18 728.48 2714.62 - 15325.22 17622.74 

Telangana Limited 
Northern Power 

13 Distribution Company of 20 15- 16 2016-17 274.76 4175.61 -5895.00 7 194.87 
Telangana Limited 

Sub Total 1003.24 6890.23 -21220.22 24817.61 

SERVICE 

14 
Hyderabad Metro Rail 

2012-13 2014-15 0.57 0.00 0.54 278.65 
Limited 

Telangana Drinking 
First 

15 Water Supply 
Accounts 

NA NA NA NA NA 
Corporation Limited. 

not 
submitted 

Sub Total 0.57 0.00 0.54 278.65 

Grand Total 2771.28 14595.49 -18008.33 39327.37 ·- .. 

NOTE: Particulars of Non-working Statutory Corporations, if any. may also be added in the similar fashion 

@ Capital employed represents Shareholders fund and long term borrowings 

NA=Not Available 
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A 1111ex11res 

Net Net Ret11rn Percentage 
proftt Impact of Capital OD of return Mupower (+)/ lou Audit employed capita) oa capital 

(-) comments employed employed 

9 JO 11 12 13 14 

-5.96 3.86 - 155.63 0.87 0.56 I 5 

NA NA NA NA NA NA 

546.33 3.86 9314.40 785.14 56297 

Under 
-4700.23 

finalisa tion 
-2748.78 -3667.95 -I 33.44 9070 

-1010.08 -53.23 -626. I 7 -684.40 -109.30 7822 

-5710.31 -53.23 -3374.95 -4352.35 16892 

0.00 0.00 I. I 0 0.00 0.00 136 

NA NA NA NA NA 0 

0.00 0.00 1.10 0.00 136 

-5165.11 -49.36 9311Jl6 -3568.34 73325 



Report No. 1 of 2018 (Public Sector Undertakings) 

Amiexure 1.2 (b) 

Summarised financial position and working results of PS Us (under demerger) as per their latest finalised financia l statements/accounts 

(Ref erred to in paragraph 1.13) 

(Figures in Columns 5 to 12 are ~ in crore) 

I Year in Loans Net Net Return Percentage of 
Accumulated 

SI. Sector I name of the Period of which Paid-up outstanding 
profit(+)/ Turnover 

profit Impact of Capital OD return on Manpower 
No. Company accounts accounts capital at the end (+)/ loss Audit employed capital capital 

I 
finalised of year 

loss(-) 
(-) comments employed employed 

I 2 3 4 s 6 7 8 9 10 11 12 13 14 

A. W O RKI NG GOVERNM ENT COMPAN IES 

FINANCE 

Andhra Pradesh Film, 

I 
Television and Theatre 

20 15- 16 20 16- 17 6.22 0. 10 2. 17 14.06 0. 18 -0. I 5 8.49 0.32 3.77 24 
Development 
Corporation Limited 

INFRASTR UCT URE 

Andhra Pradesh Raj iv 20 14- 15 
2 Swagruha Corporation (2 20 15-16 0.05 0.00 - I .67 9.56 -1 0.97 -24.15 -1.62 4.89 30 1.85 35 

Limi ted Months) 

Infrastructure 
3 Corporation of Andhra 2014- 15 20 I 5-1 6 30. 12 0.00 -3.82 0.26 -1.55 0.00 26.30 -1.55 -5 .89 106 

Pradesh Limited 

POWER 

Andhra Prade~h Tribal 
First 

4 Power Company 
Accounts 

NA NA NA NA NA NA NA NA NA NA 9 
Limited 

not 
submitted 

TOTAL: A 36.39 0.10 -3.32 23.88 -12.34 -24.30 33.17 3.66 174 
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n 1111C.., tll t;.) 

Year In Loans 
Accumulated 

Net Net Return Percentage of 
SI. Sector I name of the Period of which Paid-up outstandJng 

profit(+)/ Turnover 
profit Impact of Capital OD return on 

Manpower No. Company accounts accounts capital at the end (+)/loss AudJt employed capital capital 
finalised of year 

loss(-) 
(-) comments employed employed 

I 2 3 4 s 6 7 8 9 10 II 12 13 14 

B. NO N-WORKI NG COM PANIES 

Andhra Pradesh 
1.4.02 to 

I Fisheries Corporation 
9.5.02 

NA 4.67 8.67 -21. 75 0.00 0.00 0.00 -7.24 0.00 0.00 
Limited 

2 
Proddutur Milk Foods 

1983-84 1990-91 1.96 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 8 Limited 

Andhra Pradesh Dairy 2013-14 
3 Development (14 2014-15 15.00 0.00 -5.24 0.00 0.00 0.00 9.76 0.00 0.00 

Corporation Limited Months) 

FINANCING 

A.P Small Scale 
4 Industrial Development 2001-02 2003-04 9.62 13.92 -20.03 0.02 2.18 0.00 2.93 2.18 74.40 

Corporation Limited 

Andhra Pradesh 
5 Tourism Finance 2002-03 2004-05 2.00 0.00 0.07 0.11 0.11 0.00 2.05 0.11 5.37 

Limited 

MANUFACT URJ NG 

6 Allwyn Auto Limited 1994-95 0. 15 14.45 -13.54 0.00 -6.46 0.00 -2.97 -6.46 217.5 1 

7 
Allwyn Watches 

1998-99 2002-03 0. 15 64.93 -248.70 13.00 -70.69 0.00 95.75 -70.69 -73.83 
Limited 
Andhra Pradesh 

8 
Electronics 

2002-03 2006-07 12.72 0.68 -10.74 0.00 -0.75 0.00 3.68 -0.75 -20.38 
Development 
Corporation Limited 

9 
Andhra Pradesh 

1992-93 1993-94 11.1 l 11. l 9 -34.49 0.00 -3.70 0.00 -3.79 -3.70 97.63 
Scooters Limited 

10 
Andhra Pradesh Steels 

1991-92 1993-94 2.03 2.12 -6.5 1 0.00 -2.09 0.00 -2.51 -2.09 83.27 
Limited 

Aptronix 
II Communications 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Limited 

83 



Report No. 1 of 2018 (Public Sector Undertakings) 
. - ---· '-'-~-' ·--· -··-- .. ··-·-·· 

Year In Loan Accumulated Net Net Return Percentage of 
SL Seder, .... of the Period of wldcll Paid-up outstalldlag proftt(+)I Turnover profit Impact of Capital on return on Manpower 
No. Compuy acceuata accouts c.pltal at the end (+)lloa Audit employed capital capital 

ftnallled of year loss(-) 
(·) comments employed employed 

1 2 3 4 s 6 7 8 9 10 11 12 13 14 

12 
Hyderabad Chemicals 

1984-85 1986-87 0.78 8.25 -0.63 0.00 0.62 0.00 -1 .34 0.62 -46.27 
and Fertilizers Limited 

Marine and 

13 
Communication 

1992-93 1994-95 1.89 4.77 -4.21 0.00 -4.70 0.00 7.23 -4.70 -65.01 
Electronics (India) 
Limited 

14 
Republic Forge 

1991-92 1993-94 7.77 54.77 -23.41 0.00 -3.24 0.00 8.82 -3.24 -36.73 
Company Limited 

15 
Southern Trans formers 

1993-94 1996-97 0.58 0.78 -5.78 0.00 -0.57 0.00 - 1.45 -0.57 39.3 1 
and Electricals Limited 

Andhra Pradesh 
16 Automobile Tyres & 1992-93 NA 0.75 0.00 -0.77 0.00 0.00 0.00 0.00 0.00 0.00 

Tubes Limited 

17 
Golkonda Abrasives 

1997-98 NA 0.55 0.00 -7.44 0.00 -0.01 0.00 0.00 -0.01 0.00 
Limited 

18 
Krishi Engineering 

1984-85 NA 0.52 0.00 -3.54 0.00 -0.52 0.00 0.00 -0.52 0.00 
Limited 

19 P J Chemicals Limited 1989-90 NA 0.38 0.00 -3.56 0.00 -0.51 0.00 0.00 -0.5 1 0.00 

20 
Suganthy Alloy 

1983-84 NA 0.20 0.00 -0.26 0.00 -0.16 0.00 0.00 -0. 16 0.00 
Castings Limited 

2 1 Vidyut Steels Limited 1985-86 NA 0.88 0.00 - 1.55 0.00 -0.40 0.00 0.00 -0.40 0.00 

SERVICE 

Andhra Pradesh 
2013-14 

22 Essential Commodities 20 17-18 1.13 0.00 9.46 0.00 -0.04 0.00 10.59 -0.04 -0.38 0 
Corporation Limited 

(14 M) 

TOTAL:B 74.84 184.53 -402.62 13.13 -90.93 0.00 121.51 -90.93 8 

GRAND TOTAL II 1.23 184.63 -405.94 37.01 -103.27 -24.30 154.68 -87.27 182 

NA=Not Available 
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A 1111exures 

A 1111exure 1.2 (c) 

Summarised financial position and working results of PSUs (formed due to demerger) as per their latest finali sed financial statements/accounts 
(Referred to i11 paragraph 1. 13) 

(Figures in Columns 5 to l2 are ~ in crore) 

\'eula IAMI Net Peneatace 
SL Sector , .... oltllt r.w er wllldl ......., ....,. .. ,. Aca_.mct pn& Netllllpllct c.,.... Rmln olnhlnl 
Ne. .<=alpuy acnua. ._... apltal M die wl ~-:t-)1 ~ (+)/ lw of Alldlt .....,... • apltal 08 apltal M_,..er 

fleeMeed •har loll(-) (-) -• nipleyed e - · 

1 2 3 4 5 6 7 I 9 It 11 12 13 14 
Telangana State Seeds 

I Development Corporation 20 15-16 20 17- 18 0.05 52.50 0.70 269.14 0.70 -0.66 774.25 0.70 0.09 72 
Limited 

First 
Telangana State Agro A 

. ccounts 
2 lndustnes Development NA NA NA NA NA NA NA NA NA NA 49 

C . L .. d not 
orporauon 1m11e b . d su mme 

Telangana State Irrigation 
3 Development Corporation 2015-16 20 17-1 8 0.05 20.04 -11.76 15.44 4.18 -22.8 60.95 6.1 2 10.04 108 

Limited 
First 

Tclangana State Forest A 
. ccounts 

4 Development Corporation NA NA NA NA NA NA NA NA NA NA 85 
L' . d not 

imlle subrnined 

Sub Total 0.10 72.54 -11.06 284.58 4.88 -23.46 835.20 6.82 314 

FINANCE 
First 

5 Telangana State Minor.iti~s Accounts NA NA NA NA NA NA NA NA NA NA 36 Finance Corporat ion L1m1ted not 
submitted 

T I S Ch 
. . First 

e angana tate nsuan A 
6 Minorities Finance ccounts NA NA NA NA NA NA NA NA NA NA 8 

C . L' . d not orpora11on 1m1te b . d su mine 

7 Telangan_a Power Finance 20 15- 16 20 17- 18 0.05 3. 15 0.00 0.94 0.00 U~de~ 3.20 0.00 0.00 I 
Corporat ion L1m11ed finahsat1on 

85 
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~ 

Year In Loalll Accumalated Net Net Impact Retllnt 
Percentage 

SL Seder / ume of die Pertodof wldcll Paid-up oatstaadlq proftt Capital ofretan 
No. c.......,. aceoam accounts capital attbeend proftt(+)I Turnover (+)lloa of Audit employed Oil capital 

OD capital 
Manpower 

lluUled ofyear loll(-) 
(·) 

eommeatl employed eamloved 

I 2 3 4 5 6 7 8 9 10 II 12 13 14 

Telangana State Handicrafts 
First 

8 Development Corporation 
Accounts NA NA NA NA NA NA NA NA NA NA 38 

Limited 
not 

submitted 
. ·~· 

Sub Total 0.05 3.15 0.00 0.94 0.00 0.00 3.20 0.00 83 

INFRASTRUCTURE 

Telangana Urban Finance Fi rst 

9 
and Infrastructure Accounts NA NA NA NA NA NA NA NA NA NA 0 
Development Corporation not 
Limited submitted 

Telangana State Industrial 
First 

10 Infrastructure Corporation 
Accounts NA NA NA NA NA NA NA NA NA NA 104 

Limited 
not 

submitted 

Telangaoa State Mineral 
First 

11 Development Corporation 
Accounts NA NA NA NA NA NA NA NA NA NA 13 

Limited 
not 

submitted 

Telangana State Industrial 
First 

12 Development Corporation 
Accounts NA NA NA NA NA NA NA NA NA NA 28 

Limited 
not 

submitted 

First 

13 
Telangana State Aviation Accounts NA NA NA NA NA NA NA NA NA NA 6 
Corporation Limited not 

submitted 
First 

14 
Telangana State Housing Accounts NA NA NA NA NA NA NA NA NA NA NA 
Corporation Limited not 

submitted 
First 

15 
Telangana State Police Accounts NA NA NA NA NA NA NA NA NA NA 81 
Housing Corporation Limited not 

submitted 

SabTotal 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 232 
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Year in Loans Accumulated Net Net impact Return Percentage 
SI. Sector I name of the Period of which Paid-up outstanding profit(+)/ Turnover profit of Audit Capital 

OD capital of return 
Manpower No. Company accounts accounts capital attbeend 

loss(-) 
(+)/Ion 

comments employed employed on capital 
finalised of year (-) employed 

I 2 3 4 5 6 7 8 9 10 II 12 13 14 

MANUFACTURING 

16 
Telangana Stale Beverages 

20 14- 15 20 16- 17 0.05 0.00 0.00 7.00 0.00 0.00 0.05 0.00 0.00 321 Corporation Limited 

Telangana Stale Leather 
First 

17 Industries Promotion 
Accounts NA NA NA NA NA NA NA NA NA NA 26 

Corporation Limited 
not 

submitted 

Sub Total 0.05 0.00 0.00 7.00 0.00 0.00 0.05 0.00 347 

POWER 
Telangana Stale Power Under 

18 Generation Corporation 20 15-16 2017-18 869.64 10,764.22 407.96 7,038.1 5 336.53 
finalisation 

15,915.39 1,666.54 10.47 6,205 
Limited 

19 Transmission Corporation of 
20 14-15 2017-18 0.05 713.0 1 43.73 655.26 45.91 

Under 
1,722.73 289.59 16.81 1612 Telangana Limited finali sation 

Telangana State Renewable 
First 

20 Energy Development 
Accounts NA NA NA NA NA NA NA NA NA NA 50 

Corporation Limited 
not 

submitted 

Sub Total 869.69 11,477.23 451.69 7,693.41 382.44 0.00 17,638.12 1,956.13 7,867 

SERVICES 

Telangana State Trade 
First 

21 Promotion Corporation 
Accounts NA NA NA NA NA NA NA NA NA NA lO 

Limited 
not 

submitted 

Telangana State Civil 
First 

22 Supplies Corporation 
Accounts NA NA NA NA NA NA NA NA NA NA 348 

Limited 
not 

submitted 

Telangana State Tourism 
First 

23 Development Corporation 
Accounts NA NA NA NA NA NA NA NA NA NA 910 

Limited 
not 

submitted 

24 
Telangana State Technology 

2016- 17 2017- 18 0.05 0.00 7.92 16. 16 7.90 0.00 7.97 7.90 99. 12 0 Services Limited 
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Yeuln Loans Aceumalated Net Net Impact Retana Percentage 
SL Secter, .... of tlle Period of wlllcll Pahl-ap omtudlag profit Capital of return 
No. Company accoatlD aeeo&Dtl capital attlleead profit(+)/ Turnover (+)/loa of Audit employed OD capital 

OD Capital 
Manpower . 

ftuUted ofyeu loa(-) 
(-) comments employed e1DDloyed 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 

Sub Total 0.05 0.00 7.92 16.16 7.90 0.00 7.97 7.90 1,268 

MISCELLANEOUS 
First 

25 Telangana Overseas Accounts NA NA NA NA NA NA NA NA NA NA 4 Manpower Company Limited not 
submitted 

~TAL(A) 869.94 11,552.92 448.55 8,002.09 395.22 -23.46 18,484.54 1,970.85 10,115 

B. STATUTORY CORPORA TIO NS 

AGRICULTURE AND ALLIED 
First 

26 Telangana State Accounts NA NA NA NA NA NA NA NA NA NA 291 
Warehousing Corporation not 

submitted 

FINANCE 

First 

27 Telangana State Financial Accounts NA NA NA NA NA NA NA NA NA NA 285 
Corporation not 

submitted 

SERVICES 

First 

28 Telangana State Road Accounts NA NA NA NA NA NA NA NA NA NA 54117 
Transport Corporation not 

submitted 

,ii:-~ TOTAL(B) 54693 

GRAND TOT AL (A)+ (B) 869.94 11,552.92 448.55 8,002.09 395.22 -23.46 18,484.54 1,970.85 64,808 

NA=Not Avai lable 
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Year of the Audit 
Report 

(Commerclal/PSU) 

1992-93 

1993-94 

1995-96 

1996-97 

1997-98 

1998-99 

1999-00 

2000-01 

2001-02 

2002-03 

2003-04 

2004-05 

2005-06 

2006-07 

2007-08 

2008-09 

2009-10 

2010-11 

2011 -12 

2012-13 

2013-14 

20 14-15 

2015-16 

Total 

Annexure 1.3 
(Referred to in Paragraph 1.18) 

Explanatory Notes 1101 received (as 0 11 30 September 2017) 

Annexures 

Date of Total Performance Number of PAs/ Paragraphs for which 
placement of Audits (PAs) and explanatory notes were not received 

Audit Paragraphs in the 
Report in 
the State 

Audit Report Eulusive to State Common 

Legislature PAs Paragraphs PAs Paragraphs PAs Paragraphs 

29-03-1994 7 29 0 0 0 0 

28-04-1995 6 19 0 0 1 0 

19-03-1997 5 23 0 0 1 2 

19-03-1 998 6 23 0 0 0 0 

11-03-1 999 6 23 0 0 0 7 

03-04-2000 4 25 0 1 0 5 

31-03-2001 6 18 0 0 2 6 

30-03-2002 4 17 0 0 1 2 

3 1-03-2003 3 20 0 0 0 l 

24-07-2004 3 13 0 0 2 2 

3 1-03-2005 2 19 0 0 1 l 

27-03-2006 2 2 1 0 0 1 3 

3 1-03-2007 4 19 0 I 1 1 

28-03-2008 5 24 0 0 2 6 

05-1 2-2008 3 22 0 0 l l 

30-03-2010 3 24 0 0 2 8 

29-03-20 11 3 18 0 0 I 2 

29-03-20 12 3 22 0 0 0 9 

2 1-06-20 13 2 6 0 0 2 4 

06-09-2014 2 9 0 I 2 2 

26-03-2015 2 5 0 1 1 2 

30-03-2016 1 3 I 2 0 0 

27-03-20 17 1 8 I 6 0 0 

83 410 2 12 21 64 

Source: As compiled by O!o PAC (A udit) Te/angana 
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A 1111exure 1.4 

Performance Audits/Paragraphs that appeared in A udit Reports 
vis-a-vis discussed as 011 30 September 201 7 

(Referred to in Paragraph 1.19) 

Year of the Audit Number of Performance Audits/ Paratn"aobs 
Report Anneared in Audit Reoort Paras discussed 

(Commercial/PSU) PAs Parae:raohs PAs Parae:raohs 

1992-93 7 29 6 29 

1993-94 6 19 4 19 

1995-96 5 23 2 18 

1996-97 6 23 3 22 

1997-98 6 23 2 IO 

1998-99 4 25 0 14 

1999-00 6 18 I 7 

2000-01 4 17 I 14 

2001-02 3 20 0 12 

2002-03 3 13 l 10 

2003-04 2 19 0 7 

2004-05 2 2 1 0 12 

2005-06 4 19 0 11 

2006-07 5 24 l 5 

2007-08 3 22 0 8 

2008-09 3 24 0 5 

2009-10 3 18 0 5 

2010-11 3 22 0 2 

2011-12 2 6 0 0 

2012-13 2 9 0 0 

2013-14 2 5 0 0 

2014-15 I 3 0 0 

2015-16 I 8 0 0 

Total 83 410 21 210 

Source: As compiled by O/o PAC (A udit) Telangana 
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Y.earofthe 
COPU 
Report 

1983-84 

1990-91 

1991-92 

1993-94 

1995-96 

1996-97 

1998-99 

2000-01 

2001-02 

2002-03 

2004-05 

2004-06 

2006-07 

Total 

A1111ex11re 1.5 

Compliance to COPU Reports 

(Referred to in Paragraph 1.20) 

Total 
Total no. of number of 

COPU recommendations in 

Reoorts COPU Report 

I 3 

I 4 

7 278 

7 22 1 

2 32 

2 38 

2 16 

13 11 4 

0 0 

I 24 

9 66 

I 14 

4 25 

50 835 

A1111ex11res 

No.of 
recommendations 
where A TNs not 

received 

3 

4 

174 

141 

18 

24 

16 

52 

0 

0 

7 

0 

25 

464 

Note: The above information pertains to erstwhile composite State of Andhra Pradesh. 

Source: As compiled by Olo PAC (Audit) Telangana 
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Annexure-2.1 

Statement showing the loss to the Company due to failure to restrict the distribution losses 
within the limits allowed by SERC 

(Referred to in Paragraph 2.6.2.l(A)) 

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

I Energy purchased (MU) (kWh) 28736.62 29644.47 32245.42 32898.07 

2 Total Sales (MU) (kWh) 24383.42 25523. 17 28078.42 29083.93 

3 Energy loss (MU) (kWh) ( 1-2) 4353.20 412 1.30 4 167.00 38 14.14 

4 Percentage of Energy losses 15. 15 13.90 12.92 11 .59 

5 
Percentage of energy losses 

12. 18 11 .44 11 .44 10.57 
approved by SERC 

6 Excess losses (in %) 2.97 2.46 1.48 1.02 

7 Excess losses (MU) (kWh) 853.48 729.25 477.23 335.56 

8 
Average realization per unit 

3.64 4.37 4.66 5.20 
(in~) 

9 
Value of excess losses 

~ in crore) 
3 10.67 3 18.68 222.39 174.49 

Total value of excess losses for 2012-17 Cf in crore) 

Source: Energy Trial Balances, Annual Accounts and Tariff Orders 

92 

2016-17 

34799.70 

30840.27 

3959.43 

11.38 

9.79 

1.59 

553.32 

5.07 

280.53 

1306.76 



Anne.xures 

A11nex11re-2.2 

Statement showing the loss incurred by the Company due to supply of power to 
agricultural consumers in excess of SERC approved quantum 

(Referred to in Paragraph 2.6.2.J(B)) 

Partieulan 2012-13130 2013-14 2014-15131 2015-16 2016-17 Total 
Agriculture sales 
estimate submitted 9079.03 963 1.76 963 1.76 7528.1 9 7 185.00 43055.74 
to SERC (in MU) 
Agriculture supply 
approved by 8073.90 8073.90 8073.90 63 18.00 6946.00 37485.70 
SERC (in MU) 
Subsidy approved 

1148.78 1283.83 1283.83 423.69 946.43 5086.56 
~in crore) 
Actual supply (as 
estimated by 

8659.48 9 190.49 7 11 2.70 65 17.67 8767.64 40247.98 
Company) 
(in MU) 
Excess supply (in 

585.58 11 16.59 NA 199.67 182 1.64 3723.48 MU) 
Average cost of 
service for 

3.90 4.7 1 4.7 1 4.80 4.9 1 --Agricultural 
supp ly(~) 

Loss due to excess 
supply 228.38 525.9 1 NA 95.84 894.43 1744.56 
~ in crore) 

Source: Tariff Orders and Energy Trial Balances 

l30 Figures for 2012-13 and 201 3- 14 were for APC PDC L while those for the years 2015-16 and 20 16- 17 were fo r 
TSSPDCL 

131 As the Tariff order for 20 14- 15 was no t issued by SERC, Compan y adopted the Tariffs o f 2013 -14. As the 
estimates, supply approved by SERC and subsidy were for APC PDC L while actual supply was for TSSPDCL, the 
same were not compared by Audit 
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Amiexure-2.3 
Statement showing the value of energy foregone by Company by opting for 3 Star DTRs 

instead of 5 star DTRs 

(Referred to in Paragraph 2.6.4.3(8)) 

MBL load loss allowed Value of 
u per Standards Energy energy 

Quantity 
DTR 

(in watts) Savings saved at ofDTRs 
Capadty per 2016-171

" procured 
(inkVA) 3star 5star Savings annum132 ACoS during 

DTR DTR In load perDTR during 2012-17 
loss (In kWh) Ufetime134 of 

oneDTR(t) 
6=(5)*25 

1 2 3 4=(2)-(3) 5 yean* 7 
'5.84 

16 480 400 80 701 1023 17 7281 

25 695 595 100 876 127896 79399 
63 1250 1050 200 1752 255792 12376 
100 1800 1500 300 2628 383688 13490 
160 2200 1700 500 4380 639480 2569 
250 3150 2700 450 3942 575532 43 
315 3275 2750 525 4599 671454 1321 
500 4750 41 00 650 5694 831324 481 
1250 10750 8400 2350 20586 3005556 3 
Total 6593039 116963 

Source: CEA guidelines and Data from Purchase Wing 

132 Col (4)*24*365/ 1000 
133 ACoS for 201 6-1 7 was ~ 5.84 as per tari ff Order for 2016- 17 
134 25 years as per CEA guidelines of August 2008 
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Total 
value of 

the energy 
not 

conserved 
(tin 

crore) 

8-6*7/ 
100000 

74.50 
1015.48 
316.57 
517.60 
164.28 

2.47 
88.70 
39.99 
0.90 

2220.49 



Annexures 

A 1111exure 3.1 
Statement showing the details of electricity duty short levied by TSNPDCL in respect of 

specified LT consumers who were provided with trivector meters 

(Referred to i11 Paragraph 3.2) 
(A mount in ~) 

3 
201 1-1 2 1041 55500 114 37304427 18195687 0.06 1091 741 

201 2-13 1207 447365 12 375 15914 7220598 0.06 433236 

201 3-14 1644 50500984 447435 18 5757466 0.06 345448 

2014-1 5 1892 53706374 48977709 4728665 0.06 283720 

201 5-16 2269 61347064 55372048 597501 6 0.06 358501 

201 6-17 2390 66526603 60809693 5716910 0.06 34301 5 

Total 2855661 
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Year 

1 

2012-
13 

2013-
14 

2014-
15 

20 15-
16 

20 16-
17 

Total 

Report No. 1 of 2018 (Public Sector Undertakings) 

Amiexure 3.2 

Statement showing the details of employer's share of contributions made in excess towards EPF 
(Referred to in Paragraph 3.3) 

(A ll figures ~in crore except No. of employees) 
Adma Amoa at 

PF Mulmam ~ Actual clw'plea Eueu Payable by 
coatrtbtdlo 

Employ PF coatrlbad Adllul EPF, adma Amount Compuy 
•by 

er Pay+ coatrlbud OD Ihle to clw'pl EDLlaad clw'pl coatrlbat 
towanll 

Eueu 
ACClllllalat 

Networdl 
No.of 

Campoy Coatrlb DA ea Pay+DA en to DOt oaEPF, adma duetonat edby 
Peulon 

Amoaat 
Total eir.ca1 edlMlfor for die year employ 

(Employee ..... wlddlPF uper made at Umltlaa EDLlaad Uarploa llmltlaa Compuy faadby 
paid to 

coatrlbadoa die year - 12,,. + towanll w• cellba1 @ 1r.4 or daewaps adma EDLI tllewaga towanll llmttlaa to 
Pemloa 

Employer 
PF @ remitted ceUDa tocellq Uarps Payable tocellas Peniola celllag 

Faad 

3.6'79.4) 3.6'79.4 wapsper per oaEDLI (@l.18/ per fuel 
-di moath paid 8.as-+t.se+ moatll 

wagaper 

8.01 "·) 
month 

6- 7• 11-(4* 

2 3 4 5 (5*3.671 (6*100/ cellbas ,_ 
18-(6-9) II 12 

13-(11-
14 

15- 16-(14- 17-

15.67) 3.67) waga* (8*1.67%) 12) (8*8.33%) 15) (18+13+16) 
12) 

.,~-· ·-·~ 

7829.81 -5309.82 7598 25.88 6.06 165.16 59.26 0.99 5.07 2.65 0.95 1.70 13.74 4 .94 8.80 15.57 

8641.05 -5953.26 758 1 29.22 6.84 186.47 59. 13 0.99 5.86 2.93 0.95 1.98 15. 14 4.93 10.21 18.05 

8255.56 -5013.53 5351 41 .87 9.81 267.20 69.03 1.15 8.65 4.1 l 1.07 3.04 22.38 5.75 16.63 28.33 

10624.99 -7172.63 5472 33 .75 7.90 2 15.38 98.50 1.64 6.26 2.90 1.34 1.56 17.74 8.20 9.54 17.36 

15325.22 -11696.38 5487 38.50 9.02 245.69 98.77 1.65 7.37 3.30 1.34 1.96 20.23 8.23 12.00 2 1.33 

169.22 39.63 1079.90 33.21 15.89 5.66 10.23 89.23 32.04 57.1 9 100.63 

Note: Maximum PF contribution to be made worked out assuming that the wages of all the employees is ~ 6500/ ~ 15000 or more per month. 
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A 1111 e.x u res 

A 1111exure 3.3 

Statement showing qu antity and value of pulpwood sold during 2016-17 

(Referred to i 11 Paragraph 3.4) 

Rate Minimum Difference 
Quantity in obtained reserve price in price Loss 

SI. Metric Tons per MT per MT per MT 
No (MT) in lakh 

(in'> 
{tin 

crore) 
1 l 3 ~3-2) 5=(4xl) 

1 1.01 4340 4400 60 0.6 1 

2 0.03 4120 4400 280 0.08 

3 0.06 4320 4400 80 0.05 

4 0.05 4360 4400 40 0.02 

5 0.06 4160 4400 240 0.14 

6 0.15 3900 4400 500 0.75 

7 0. J I 3900 4400 500 0.55 

8 0.21 4145 4400 255 0.54 

9 1.1 3 4365 4400 35 0.40 

Total 2.81 3.14 
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Glossary 

A&A Agriculture and All ied 

ACD Additional Consumption Deposit 

ACoS Average Cost of Supply 

APCPDCL Central Power Distribution Company of Andhra 
Pradesh Limited 

APED Andhra Pradesh E lectricity Duty 

APEPDCL Eastern Power Distribution Company of Andhra 
Pradesh Limited 

APSRTC 
Andhra Pradesh State Road Transport 
Corporation 

ARR Aggregate Revenue Requirement 

AT&C Aggregate Technical and Commercial 

ATN Action Taken Note 

BOT Build, Operate and Transfer 

BT Bus Terminal 

CA Chartered Accountant 

CAC Commuter Amenity Centre 

CAG Comptroller and Auditor General oflndia 

CCC Consumer Care Centre 

CEA Central Electricity Authori ty 

CERC Central Electricity Regulatory Commission 

CGRF Consumer Grievance Redressal Forum 

COD Commercial Operation Date 

COPU Committee on Public Undertakings 

DDUGJY Deen Dayal Upadhyaya Gram Jyoti Yojana 

DISCO Ms Distribution Companies 

D-list Disconnection list 

OPE Detection of Pi lferage of Energy 

DPR Detailed Project Report 

DPS Delayed Payment Surcharge 

DTR Distribution Transformers 

EBS Energy Billing System 

ECIL Electronics Corporation of India Limited 

ED Electricity Duty 

EDLI Employee Deposit Linked Insurance Scheme 

EHT Extra High Tension 

EPF Employees Provident Fund 

ERP Enterprise Resource Planning 

FCRT Full Cost Recovery Tariff 

FRP Financial Restructuring Plan 

GDP Gross Domestic Product 

IOI 
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Go AP Government of Andhra Pradesh 

Gol Government of India 

GoT Government of Telangana 

HGCL Hyderabad Growth Corridor Limited 

HMDA Hyderabad Metropolitan Development Authority 

HT High Tension 

IE EMA 
Indian Electrical and Electronics Manufacturers 
Association 

IPDS Integrated Power Development Scheme 

IPPs Individual Power Producers 

ISi Indian Statistical Institute 

IT Information Technology 

JBS Jubilee Bus Station 

JNNURM 
Jawaharlal Nehru National Urban Renewal 
Mission 

KIPCL 
Kaleshwaram Irrigation Project Corporation 
Limited 

kV kilo Volt 

kVA kilo Volt Ampere 

kVAh, kilo Volt Ampere hours 

kW kilo Watt 

kWh kilo Watt hour 

IEX Indian Energy Exchange 

LT Low Tension 

MAIFI 
Momentary Average Interruption Frequency 
Index 

MGBS Mahatma Gandhi Bus Station 

MoP Ministry of Power 

MSW Municipal Solid Waste 

MT Metric Ton 

MU Million Unit 

MVAR Mega Volt Ampere Reactive 

MW Mega Watt 

MYT Multi-Year Tariff 

NCE Non- Conventional Energy 

NEF National Electricity Fund Scheme 

O&M Operation and Maintenance 

PAG Principal Accountant General 

PCC Power Co-ordination Committee 

PF Power Factor 

PFA Power for All 

PFC Power Finance Corporation Limited 
PHB Private Hired Buses 
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Glossary 

PMA Project Management Assistance 

PSU Public Sector Undertakings 

R&C Restriction and Control 

R-APDRP 
Restructured Accelerated Power Development 
and Reforms Programme 

RE Renewable Energy 

REC Renewable Energy Certificate 

RECPDCL REC Power Distribution Company Limited 

RM Regional Manager 

RPPO Renewable Power Purchase Obligation 

RTS Ramagundam Thermal Station 

SAIDI System Average Interruption Duration Index 

SAIFI System Average Interruption Frequency Index 

SAP Systems, Applications & Products 

SAR Separate Audit Report 

SC Scheduled Caste 

SD Security Deposit 

SERC State Electricity Regulatory Commission 

SHE Safety Health and Environment 

ST Scheduled Tribe 

STL Short-Term Liabilities 

TCS Tata Consultancy Services Limited 

TD Transmission-Distribution 

TSERC 
Telangana State Electricity Regulatory 
Commission · 

TSFDC 
Telangana State-'Forest Development 
Corporation Limited 

TS GENCO 
Telangana State Power Generation Corporation 
Limited 

TSHDCL 
Telangana State Horticulture Development 
Corporation Limited 

TSMDCL 
Telangana State Mineral Development 
Corporation Limited 

TSNPDCL 
Northern Power Distribution Company of 
Telangana Limited 

TSRTC Telangana State Road Transport Corporation 

TSSPDCL 
Southern Power Distribution Company of 
Telangana Limited 

TS TRANSCO Transmission Corporation ofTelangana Limited 

UDAY Ujwal Discom Assurance Y ojana 

VAT Value Added Tax 
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