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Preface

This Report of the Comptroller and Auditor General of India for the year ending
31 March 2022 has been prepared for submission to the Governor of Madhya Pradesh under
Avrticle 151 of the Constitution of India, for being laid before the Legislature of the State.

The Report contains significant results of the Performance Audit of ‘Implementation of
Deendayal Upadhyaya Gram Jyoti Yojana and Pradhan Mantri Sahaj Bijli Har Ghar Yojana
by Electricity Distribution Companies of Madhya Pradesh’, covering the period 2014-15 to
2021-22 for DDUGJY and 2017-18 to 2021-22 for SAUBHAGYA (implementation period of
the schemes).

The instances mentioned in this Report are among those which came to notice in the course
of test audit.

The audit has been conducted in conformity with the Auditing Standards issued by the
Comptroller and Auditor General of India.
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The DPRs were prepared at rates other than SOR. The nine sampled projects of MPMKVVCL
and MPPaKVVCL were overvalued to the tune of X 25.94 crore and the four sampled projects
of MPPoKVVCL were undervalued by X 2.73 crore.

Metering of the supply of power is considered essential for energy accounting and in
identifying high-loss pockets and initiating remedial measures for the reduction of losses.
Against the requirement of metering for 89,310 DTRs and 2,83,777 unmetered consumers, the
DISCOMs planned for metering of 2,400 DTRs (three per cent) and 1,02,614 consumers
(36 per cent) only. However, no DTR and only 25,982 unmetered consumers (25 per cent)
were meterised.

For strengthening the power distribution system, against the augmentation of 86 substations
approved under the Scheme, only 55 substations were augmented. Importantly, MPMKVVCL
augmented 17 of these substations for X 7.12 crore on its own thereby losing a grant of
% 4.27 crore under the Scheme.

Timely completion of the project is essential so that the beneficiaries are connected to the grid
at the earliest. However, it was noticed that four projects which were awarded on a turnkey
basis were delayed by two to 22 months. In three projects, the MPMKVVCL descoped the
work of turnkey contractors but did not recover the liquidated damages of % 6.51 crore.

The DISCOMSs were required to bring down the AT&C losses in the range of 15.50 to
23.00 per cent by 2020-21 and as an incentive additional grant (15 per cent of project cost) of
% 102.96 crore was to be received. However, AT&C losses remained high in the range of
18.51 to 47.34 per cent in the year 2020-21 and the DISCOMSs could not avail of additional
grants.

Variations were noticed in the details of projects completed, details as submitted and approved
in the project Closure Report and details as available in the Scheme dashboard.

MPMKVVCL and MPPoKVVCL awarded Project Management Agency (PMA) works at
consultancy fees of 1.5 per cent and 0.60 per cent of the project cost respectively, which was
much higher than the approved PMA cost of 0.50 per cent. As such, the cost to the tune of
% 0.31 crore in sampled nine projects was borne by the MPMKVVCL and MPPoKVVCL.
Further, MPPaKVVCL and MPPoKVVCL did not assign the work of monitoring and
coordination of the bidding process of projects, project planning and implementation, MIS and
updating of the web portal to PMAs in contradiction of the guidelines issued by the REC.

It is recommended that the DISCOMSs should plan the works based on detailed field surveys
and should implement the Scheme as per the approved plan. The GoMP and the DISCOMs
should establish an effective system for ensuring quality work execution and project
monitoring in adherence to the Scheme guidelines. Also, delays in the execution of works
should be avoided and the DISCOMs should levy the LD as per the terms of the contracts.

SAUBHAGYA |

The DISCOMs were to formulate the project-wise DPRs based on the detailed field survey for
sanction of projects from Gol and execute the works as per the approved DPRs. However, the
DISCOMs prepared the DPRs without any field survey, at rates other than SOR. Resultantly,
the 13 sampled projects were valued higher by % 30.66 crore. The DPRs of all 50 projects were
submitted with delay.

Despite assurance from GoMP to provide for ‘own fund’ of 10 per cent of the cost of the
Scheme, it was observed that the MPPoKVVCL availed a loan for this and had to incur
avoidable interest of X 24.65 crore up to March 2022.

viii
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Audit also noticed deficiencies at the stage of award of work as 4,080 LoAs to the tune of
% 50.62 crore for the electrification of 1,38,054 households without inviting bids and five LOAs
were issued for the electrification of 860 households on the date of completion of work or
thereafter. The work orders included the supply of material also, which was at a rate higher
than the SOR.

For providing new connections, the audit noticed that MPPoKVVCL included additional
items/items with higher specifications at a higher rate and incurred an expenditure of
% 3,514.90/ % 4,461.38 per connection against the ceiling of % 3,000 per connection under the
Scheme, thereby incurring an extra expenditure of X 11.45 crore in four projects. Besides,
the DISCOM s procured materials of X 27.60 crore above the requirement, which remained
unutilised.

To provide power connection to unelectrified HHs located in remote and inaccessible areas, a
solar power pack with adequate capacity and battery bank were to be installed. Considering the
solar radiation available in the State, solar power packs of 250 WP were to be provided whereas
the DISCOMs installed 2,964 solar power packs of 200 WP only.

The DISCOMs declared the completion of the Scheme at an early date to claim cash
award (MPMKVVCL and MPPaKVVCLZX 100.50 crore each) and an additional grant of
% 110.54 crore, though as per the records, some works under the Scheme were carried out after
the declared completion dates of the Scheme.

The Project Management Agencies were to be engaged for management and timely completion
of Projects. The MPMKVVCL and MPPoKVVCL did not engage any PMA whereas
MPPaKVVCL appointed PMA at a belated stage (25 February 2019) whereas the works were
completed by 31 March 2019.

There was a delay of more than 16 months in the submission of closure reports. In 11 projects,
the DISCOMs provided connections to 3.30 lakh beneficiaries but lodged claims for 4.16 lakh
beneficiaries thus raising excess claims of X 24.06 crore.

It is recommended that the DISCOMSs should prepare DPRs only after the detailed field survey
and based on the latest SOR to avoid huge variations during execution. They should avail funds
from the State Government for a portion of ‘own funds’ instead of going for loans. The
DISCOMs should adhere to the tendering process and procure the material as per the field
requirements and avoid lodging incorrect declarations on the achievement of electrification
targets. The GoMP and DISCOMSs should establish an effective system for ensuring quality
work execution and project monitoring in adherence to the Scheme guidelines.

With the implementation of these Schemes, the DISCOM s / State Government could achieve
universal electrification in the State and the people at large benefitted. However, as it was
noticed, there continue to be many deficiencies in the metering of households as well as DTRs
in addition to other inefficiencies leading to a substantial increase in provisional billing i.e.
billing on an estimation basis. Hence, unless the DISCOMs manage to realise optimum revenue
from all its consumers including the newly added consumers through these Schemes, the
DISCOMs will not be able to control the ever-burgeoning AT&C losses.
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Introduction

1.1 Rural Electrification

Electricity is an essential requirement for all facets of our life and it has been recognized as a
basic human need. It is the key to accelerating economic growth, employment generation,
poverty elimination and human development. Rural Electrification is viewed as the key to
accelerating rural development. Electricity is an essential infrastructure for agriculture, small
and medium industries, khadi and village industries, cold chains, health care, education,
information technology and so on. The Rural Electrification Policy of 2006 stipulated that the
key development objective of the power sector is the supply of electricity to all areas including
rural areas as mandated in Section 6 of the Electricity Act of 2003. Both the Central Government
and State Governments are to jointly endeavour in achieving this objective at the earliest. The
demand for electricity in rural areas is increasing day by day due to an increase in customer
base, changes in lifestyle, and consumption patterns which require continual strengthening and
augmentation of the distribution network. However, the poor financial health of the power
distribution companies (DISCOMSs) has resulted in under-investment in the distribution
network leading to poor upkeep and maintenance of assets, particularly in rural areas.
Therefore, strengthening and augmentation of sub-transmission & distribution infrastructure
are also considered necessary to ensure reliable and quality power supply in rural areas.

Accordingly, the Government of India (Gol) launched various Schemes for the electrification
of villages from time to time. In December 2014, Gol launched a Scheme namely Deendayal
Upadhyaya Gram Jyoti Yojana (DDUGJY) for strengthening rural infrastructure subsuming the
erstwhile Rajiv Gandhi Grameen Vidyutikaran Yojana (RGGVY) which had the objective of
electrification of the villages having a population of 100 and above. Subsequently, in 2017,
Gol launched another Scheme namely Pradhan Mantri Sahaj Bijli Har Ghar Yojana
(SAUBHAGYA) for providing electricity connections to all rural households and urban poor
households.

The Performance Audit (PA) has been conducted to review the implementation of the DDUGJY
and SAUBHAGYA in the State of Madhya Pradesh. The brief introduction of these Schemes
consisting of the Scheme objectives, funding pattern, and the details of infrastructure created
have been discussed in this chapter along with the Audit Objectives, Audit Criteria, and Audit
Methodology including the sample selection details.

\ 1.2 Deendayal Upadhyaya Gram Jyoti Yojana

To address the problem of inadequate and unreliable power supply in rural areas and to
strengthen the distribution network in rural areas, Gol in December 2014 launched the
“Deendayal Upadhyaya Gram Jyoti Yojana” (DDUGJY) Scheme for rural electrification. To
achieve the objective, the Scheme was formulated to execute the following components:

»  Separation of agriculture and non-agriculture feeders facilitating judicious rostering of
supply to agricultural & non-agricultural consumers in the rural areas;

»  Strengthening and augmentation of sub-transmission & distribution (ST&D)
infrastructure in rural areas, including metering at distribution transformers (DTRS),
feeders, and consumer ends; and

»  Completing the outlay of rural electrification laid down under Rajiv Gandhi Grameen
Vidyutikaran Yojana (RGGVY) for the 12th and 13th Plans by subsuming RGGVY in
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DDUGJY. The RGGVY was formulated to cover the electrification of unelectrified
villages with a population of 100 and above.

The Ministry of Power (MoP), Gol, appointed (December 2014) REC Limited (formerly
known as Rural Electrification Corporation Limited-REC) as the Nodal Agency for the
implementation of the Scheme.

The REC formulated detailed guidelines for project formulation, execution, quality assurance,
and monitoring to achieve the objective of the successful implementation of the Scheme. The
Scheme was to be implemented by the DISCOM s in the State.

1.3 Pradhan Mantri Sahaj Bijli Har Ghar Yojana

The Gol launched (October 2017) another Scheme namely Pradhan Mantri Sahaj Bijli Har
Ghar Yojana (SAUBHAGYA) to electrify all the remaining un-electrified households in rural
areas as well as in urban areas with an objective of universal household electrification in the
country on the premise that urban un-electrified households were economically poor. To
achieve the objective, the Scheme was formulated to execute the following components:

»  Providing last-mile connectivity and electricity connections to all un-electrified
households in rural areas;

»  Providing Solar Photo Voltaic-based standalone system for un-electrified households in
remote and inaccessible villages/households; and

»  Providing last mile connectivity and electricity connections to all remaining
economically poor un-electrified households in urban areas. Non-poor urban households
were excluded from this Scheme.

As per the Scheme guidelines, REC was the Nodal Agency for monitoring the project
execution. This Scheme was to be implemented by the DISCOM s in the State.

1.4 Funding pattern for the Schemes

The funding mechanism of DDUGJY and SAUBHAGYA is depicted in Table 1.1 below:
Table 1.1: Funding Mechanism

SI. No. Agency Nature of Quantum of support

support (percentage of project cost)

1. Govt of India Grant 60

2. State/DISCOMSs Own Fund 10

3. Lender (Fls/ Banks) Loan 30

4. Additional Grant from Gol on achievement of Grant 50 per cent of the total loan

prescribed milestones component (30 per cent)
i.e. 15 per cent

(Source: Scheme guidelines of the DDUGJY and SAUBHAGYA)
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15 Activities to be undertaken by the DISCOMs for implementation of the
Schemes

For the implementation of the Schemes, the role and obligations of the DISCOM(s) are
depicted in the flow charts below:

Flowchart showing steps to be taken by the DISCOMs for implementation of the

Scheme
DDUGJY
Stage-| ‘[ Signing of tripartite agreement between Nodal Agency, DISCOMs and
Before I»[ Preparation of Need Assessment Document by DISCOMs for projects
Projects g
approval L[ Detailed field survey by DISCOMs
<
Preparation of DPRs by DISCOMs and submission thereof on
DPR Portal for approval

J
\/ L[ Obtaining approval from the REC/MoP

Stage-1l —) [ Arrangement of fund as per the Scheme guidelines
After L
approval of [ Award of contract by DISCOMs
Projects by y
the L[ Execution of project through turn-key contractors /
REC/MoP departmental basis

\/ L[ Project Monitoring as per the Scheme guidelines

Stage-111 ) [ Submission of Completion Certificates/closure proposals by

After Project

completion L[ Obtaining approval of Project Closure from the REC
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Flowchart showing steps to be taken by the DISCOMs for implementation of the

Scheme
SAUBHAGYA
Stage-| ) [ Detailed field survey by DISCOMSs ]
Before Projects L
approval [ Preparation of DPRs by DISCOMSs and submission thereof on ]
\/ L[ Obtaining approval from the REC/MoP ]
Stage-1I —) [ Arrangement of fund as per the Scheme guidelines
After approval L [ Award of contract by DISCOMs
of Projects by
<
2 [MEEhuel L Execution of project through turn-key contractors,
extension of turnkey award of RGGVY/ DDUGJY/
J
\/ L [ Project Monitoring as per the Scheme guidelines

Stage-Il| ) [ Submission of Completion Certificates/closure proposals by ]
After Project |-> [ Obtaini | of Project Cl from REC ]
completion taining approval of Project Closure from
1.6 Status of the implementation of the Schemes in Madhya Pradesh

As per the guidelines of the Schemes, the DISCOMs were required to formulate the project

and execute the Scheme in conformity with the guidelines of the Scheme. In Madhya Pradesh,
there are three DISCOMs namely:

»  Madhya Pradesh Madhya Kshetra Vidyut Vitran Company Limited, Bhopal

(MPMKVVCL),

> Madhya Pradesh Paschim Kshetra Vidyut Vitran Company Limited, Indore
(MPPaKVVCL) and

> Madhya Pradesh Poorv Kshetra Vidyut Vitran Company Limited, Jabalpur
(MPPoKVVCL).

Madhya Pradesh Power Management Company Limited (MPPMCL) is the holding company
of all three DISCOMs. These DISCOMs along with their holding company are owned by the
Government of Madhya Pradesh (GoMP) and work under the administrative control of the
Energy Department (Department), GoOMP. The DISCOM-wise bifurcation of the number of
the projects and their sanctioned cost is detailed in Table 1.2 below:
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