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I Introduction   

1. This Report includes important Audit findings noticed as a result of test check of 
accounts and records of Central Government Companies and Corporations conducted by 
the officers of the Comptroller and Auditor General of India under Section 143 (6) of the 
Companies Act, 2013 or the statutes governing the particular Corporations. 

2. The Report contains 30 individual audit paragraphs relating to 16 Central  
Public Sector Enterprises (CPSEs) under eight Ministries/Departments. These 
Ministries/Departments have been further grouped in the Audit Report under three clusters 
namely, Energy, Industry and Infrastructure. There are 10 audit paragraphs under Energy 
Cluster, 11 under Industry Cluster and 9 under Infrastructure Cluster.  The draft paragraphs 
were sent to the Managements of the CPSEs concerned. The draft paragraphs were also 
forwarded to the Secretaries of the concerned Ministries/Departments under whose 
administrative control the CPSEs are working to give them an opportunity to furnish their 
replies/ comments in each case. The responses of the concerned Ministries/Departments/ 
Managements have been received for all the audit paragraphs and are suitably incorporated 
in the Report. 

3. The paragraphs included in this Report relate to the CPSEs under the administrative 
control of the following Ministries/ Departments of the Government of India: 

Sl. No. Ministry/ Department  
(CPSEs involved) 

Number of paragraphs  

Energy Cluster 
1. Coal 

(Central Coalfields Limited and Eastern 
Coalfields Limited) 

2 

2. Petroleum and Natural Gas 
(Chennai Petroleum Corporation 
Limited, Hindustan Petroleum 
Corporation Limited & Oil and Natural 
Gas Corporation Limited) 

5 

3. 
 

Power 
(Damodar Valley Corporation) 

3 

Industry Cluster 
4. Finance - Department of Financial 

Services 
(India Infrastructure Finance Company 
Limited, National Credit Guarantee 
Trustee Company Limited, The Oriental 
Insurance Company Limited, SBI Cards 
and Payment Services Limited and UTI 
Infrastructure Technology and Services 
Limited) 

7 

EXECUTIVE SUMMARY 
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Sl. No. Ministry/ Department  
(CPSEs involved) 

Number of paragraphs  

5 Heavy Industries 
(Cement Corporation of India Limited) 

1 

6 
 

Steel 
(NMDC Limited and Rashtriya Ispat 
Nigam Limited) 

3 

Infrastructure Cluster 
7.  Housing and Urban Affairs 

(Delhi Metro Rail Corporation) 
1 

8. Road Transport and Highways 
(National Highways Authority of India) 

8 

Total 30 

4. Total financial implication of individual audit paragraphs is ₹3,437.30 crore. 

5. Individual audit paragraphs in this Report are broadly of the following nature: 

• Non-compliance with rules, directives, procedure, terms and conditions of the 
contract etc., involving ₹484.01 crore in six Audit paragraphs1. 

• Non-safeguarding of financial interest of organisations involving ₹435.09 crore 
in five Audit paragraphs2. 

• Defective/deficient planning involving ₹1,894.96 crore in eight Audit 
paragraphs3. 

• Inadequate/deficient monitoring involving ₹623.24 crore in 11 Audit 
paragraphs4. 

6. The Report also contains a Chapter on “Recoveries & corrections/rectifications” by 
CPSEs at the instance of Audit. The Chapter contains two paragraphs viz., (a) In the last 
ten years from 2012-13 to 2021-22, Management of various CPSEs have recovered an 
amount of ₹3,435.12 crore at the instance of Audit, which included recovery of ₹3.82 crore 

made during 2021-22, and (b) corrections/rectifications carried out by two CPSEs at the 
instance of Audit. 

II Highlights of the paragraphs included in the Report are given below: 

Bhurkunda Colliery of Central Coalfields Limited violated the production limit as 
stipulated by Jharkhand State Pollution Control Board. It also carried out mining operations 
without necessary Environmental Clearance. Carrying out production beyond the 
production limit, resulted in a liability for avoidable expenditure of ₹12.32 crore towards 

                                                           
1  Para no. 1.1, 2.1, 4.1, 4.5, 6.2 and 6.3 
2  Para no. 1.2, 3.2, 3.3, 4.4, and 8.2 
3  Para no. 2.2, 2.3, 2.4, 2.5, 4.6, 6.1, 8.1 and 8.8  
4  Para no. 3.1, 4.2, 4.3, 4.7, 5.1, 7.1, 8.3, 8.4, 8.5, 8.6, and 8.7 
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additional restoration work due to damage to the environment. In this regard, it is 
recommended that the Company should strictly adhere to the environmental 
regulations regarding expansion and modernisation of the mining projects not only 
to avoid any extra damage to the environment which may also entail additional 
expenditure by way of damage remediation but also to avoid unplanned disruption to 
production. 

(Para 1.1) 

Despite specific provisions in Contract Agreement for recovery from the contractor, for 
coal shortage that occur during transportation of coal from mine to railway siding, Eastern 
Coalfields Limited (ECL) failed to enforce the terms of the contract. ECL, thereby 
extended undue favour to the contractor and suffered an avoidable loss of ₹17.39 crore.  

(Para 1.2) 

Chennai Petroleum Corporation Limited allowed encashment of accumulated Sick Leave 
at the time of retirement in violation of Department of Public Enterprises guidelines which 
resulted in irregular payment of ₹22.62 crore to its employees. 

(Para 2.1) 

Hindustan Petroleum Corporation Limited approved (January 2010) the project for 
installation of storage facilities for both white oil and black oil at Bihta, Bihar with total 
project cost of ₹142.50 crore out of which ₹19.88 crore was for development of 
infrastructure for only black oil facilities and the same was completed in June 2014. The 
proposal for installation of black oil petroleum products was considered at a later stage, 
without assessing the market demand for those products. However, the facilities created 
for storage and distribution of black oil petroleum products remained idle since their 
commissioning in June 2014. Thus, development of infrastructure for storage and 
marketing of black oil petroleum products in Bihar by the Company without assessing its 
market demand and not supported by cost benefit analysis resulted in blockage of funds to 
the tune of ₹19.88 crore. 

(Para 2.2) 

Oil and Natural Gas Corporation Limited (ONGC) acquired the block with 70 per cent 
Participating Interest despite the fact that the Technical Committee had assessed  
(June 2013) the probability of success in the block as only 11.20 per cent. ONGC 
surrendered the block to Directorate General of Hydrocarbons in November 2021 citing 
low gas volumes after incurring an expenditure of ₹557.59 crore, besides failing to recover 
the proportionate share of ₹132.90 crore from partner contractor. In this regard, it is 
recommended that ONGC should ensure carrying out rigorous economic evaluation 
of the block before acquisition in future and consider fixing responsibility on the 
concerned officials for failing to obtain bank guarantee from Party-A towards its 
share of cost of Minimum Work Programme. 

(Para 2.3) 
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Non-synchronisation of the supply of the material for revamping of three old Gas Turbine 
Generators at Water Injection platform with service contract by ONGC resulted in delay in 
commissioning of one Gas Turbine Generator costing ₹35.02 crore by two years and idling 
of two Gas Turbine Generators costing ₹98.12 crore, which are yet to be commissioned 
despite lapse of seven years. In this regard, it is recommended that ONGC, in future, 
may ensure synchronisation of the supply of material required and the service 
contract necessary for revamping to reduce the delay in commissioning and to 
enhance the safety and operational reliability of a plant. 

(Para 2.4) 

There was delay in clearance of imported consignments on part of ONGC due to delay in 
receipt of Essentiality Certificate and other operational reasons like late filling of Bill of 
Entry, wrong delivery order issued by shipping line, delay in obtaining delivery order from 
supplier and lack of co-ordination between the departments. This led to absorption of 
demurrage charges to the extent of ₹58.74 crore by ONGC out of total demurrage payment 
of ₹110.61 crore during the period 2016-17 to 2021-22. ONGC needs to streamline the 
process of clearance of consignments within the timelines prescribed in their Material 
Management Manual by ensuring coordination among the concerned departments. 
The cases of non-compliance of Material Management Manual provisions may be 
monitored at higher levels of company to ensure better controls. 

(Para 2.5) 

During the period from April 2019 to September 2022, Damodar Valley Corporation 
(Corporation) failed to restrict drawal of power from grid for 1,193 days (93.64 per cent) 
when average frequency was below 49.85 Hertz and this resulted in payment of  
₹61.28 crore towards additional deviation charges. Further, the Corporation failed to make 
sign change after six blocks for 874 days during the above period in contravention of 
Deviation Settlement Mechanism Regulations and paid ₹51.35 crore towards penalty for 
such violation of sign change. This indicated lack of proper planning in declaring its 
schedule on day ahead basis and also lapses in monitoring mechanism to restrict over 
drawal to the extent possible which led to avoidable expenditure of ₹112.63 crore towards 
additional deviation and sign change penalty. Thus, it is recommended that the 
Management should improve demand and supply management of power and manage 
their generation properly to adhere to their declared schedule to avoid grid 
indiscipline. Responsibility should be fixed for payment of additional deviation 
charges along with sign change penalty in order to ensure that such instances do not 
recur again. 

(Para 3.1) 

Damodar Valley Corporation (Corporation) entered (June 2012) into a power purchase 
agreement with a private party for five years. The Bank Guarantee submitted by the private 
party as Security Deposit expired in June 2014 and the same was not renewed. Despite 
having sufficient provisions in the agreement to safeguard its commercial and financial 
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interest, the Corporation failed to recover ₹12.95 crore towards electricity dues from the 
private party as there was no valid Bank Guarantee. In this regard, it is recommended 
that DVC may fix responsibility for non-renewal of Bank Guarantee of the private 
party as per agreement and lay down proper mechanism for monitoring defaulting 
parties to closely watch the progress of payment of electricity dues and renewal of 
Bank Guarantee in order to protect its financial interest. 

(Para 3.2) 

Damodar Valley Corporation (Corporation) introduced (October 2012) a scheme of 
incentive for Zero Liquid Discharge (ZLD) for its consumers. The Corporation, however, 
allowed incentive to three consumers who were irregular in payment of their water charges 
bills and also did not produce requisite certificates of Zero Liquid/Effluent Discharge from 
concerned State Pollution Control Board. Thus, the Corporation extended undue benefit in 
the form of incentive towards ZLD of ₹7.60 crore for the period August 2015 to January 
2022 to three ineligible consumers. It is recommended that DVC may fix responsibility 
for extending incentive under Zero Liquid/Effluent Discharge scheme to ineligible 
consumers and also recover the incentive extended to such ineligible consumers. 

(Para 3.3) 

India Infrastructure Finance Company Limited (IIFCL) disbursed loan of ₹248 crore to a 

borrower without analysis of all aspects of financial statements and critical areas of risk.  
Further, IIFCL did not comply with the provisions of Credit Policy and sanction letter 
related to risk mitigation measures, proper analysis of financial statements, appointment of 
Lenders’ Independent Engineer, maintenance of Debt Service Reserve Account, 
assignment of Telecom License and Joint Documentation with lead lender. Thus, non-
compliance as stated above, coupled with poor monitoring led to non-recovery of dues and 
net loss of ₹393.37 crore. It is recommended that the Management may strive to reduce 
its complete dependence on the lead bank for appraisal and monitoring of the loan 
projects and may strengthen its internal controls to enhance its appraisal and 
monitoring mechanism. Responsibility may be fixed for non-adherence to the 
provisions of credit policy/ sanction letter for ensuring proper implementation of 
credit policy and enforcement of important terms of sanction in future. 

(Para 4.1) 

IIFCL did not consider the services provided by the Government on account of giving 
guarantee on behalf of IIFCL for availing unsecured term loans from bilateral or 
multilateral financing institutions as taxable service for applicability of Service Tax and 
GST for the period 1 April 2016 to 26 July 2018. Therefore, IIFCL neither deducted nor 
deposited Service Tax and GST amounting to ₹19.63 crore which led to imposition and 
avoidable payment of interest of ₹8.02 crore on the tax liability.  

(Para 4.2) 
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National Credit Guarantee Trustee Company Limited set up a scheme titled “Credit 
Guarantee Fund for Micro Units (CGFMU)” with the purpose of guaranteeing payment up 
to the specified limit against default in Micro Loans ranging from ₹50,000 to ₹10 lakh to 
eligible borrowers by Banks/NBFCs/Micro Finance Institutions/Other Financial 
Intermediaries. The Ministry of Finance, Department of Financial Services, vide 
Notifications (18 April 2016 and 16 April 2020), laid down provisions for operation of 
CGFMU Scheme. Scrutiny of the default/claims filed amounting to ₹3,830.18 crore, by  
27 Member Lending Institutions (MLI) with 65 portfolios, settled during the period  
2019-20 to 2021-22, revealed that the MLIs included interest of at least ₹85.77 crore and 

the Company settled the claims up to the extent ₹42.89 crore as interest component being 
maximum of 50 per cent of the Amount in Default. This was in contravention of the 
notifications of Ministry of Finance (read with RBI master circular) for not including 
interest and considering only the principal component of micro loans, thus the Company 
suffered an extra liability of at least ₹42.89 crore towards settlement of interest component. 
In this regard, it is recommended that the Company may conduct a comprehensive 
review of all the cases and claims to identify any excess payments made over the 
eligible principal amount. This review should aim to accurately identify the ineligible 
interest payments made to Member Lending Institutions and ensure recovery of these 
amounts. Furthermore, the company may take proactive steps to address and rectify 
inherent weaknesses in the claims payment process, ensuring the implementation of 
robust controls and procedures to prevent similar issues in the future. 

(Para 4.3) 

The Oriental Insurance Company Limited did not determine the bidding rates for Pradhan 
Mantri Fasal Bima Yojna in 2019-20 as per terms and conditions of the Agriculture Quota 
Share Reinsurance treaty with General Insurance Corporation of India, the Re-insurer. This 
led to imposition of loss corridor clause of the treaty by GIC and consequent loss of 
₹194.08 crore. 

(Para 4.4) 

Imprudent underwriting of Group Janta Personal Accident Policy of the Maharashtra State 
Government by The Oriental Insurance Company Limited without reinsurance cover and 
in violation of guidelines of Insurance Regulatory and Development Authority of India in 
2018-19 led to a loss of ₹14.92 crore. 

(Para 4.5) 

SBI Cards and Payment Services Limited (SBCPSL) approved the renewal of the credit 
card facility of a client raising the credit limit from ₹70 crore to ₹90 crore. The credit limit 

was increased despite downward movement of internal ratings of the client, in violation of 
its Credit Policy. Despite indicators like Negative operating cash flow for the year  
2017-18, increase in Recoverable and payable time of outstanding dues and major inflow 
of cash from encashment of liquid assets, SBCPSL approved the enhancement of credit 
limit without proper due diligence which led to avoidable loss of ₹19.65 crore. Thus, it is 
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recommended that the Management may sanction the credit limit strictly in line with 
its credit policy and may insist on security in case of high credit limit. The 
management may also strengthen its internal control system regarding scrutiny of the 
card usage and payment history of the cardholder company. 

(Para 4.6) 

UTI Infrastructure Technology and Services Limited floated a tender for inviting financial/ 
commercial bids for printing of PAN Cards for a period of three years. The Company 
scrapped the tender altogether citing that the lowest bidder (L1) was technically 
disqualified and the next lowest bid (L2) of a vendor from Jaipur at ₹4.35 per set was not 
pursued further. A new tender was floated with two packet bidding system and by 
introducing an additional eligibility criterion viz., the bidding agency should have the 
printing facility within 150 kms from the Company offices located at Navi 
Mumbai/Kolkata/Chennai/New Delhi. The work was awarded to the lowest (L1) 
technically qualified bidder at ₹4.95 per set for a period of three years. The L2 bidder, from 
Jaipur, in the first tender was technically disqualified, in second tender, for not meeting the 
newly inserted condition of having printing facility within 150 kilometres of the 
Company’s offices. Thus, scrapping of the first tender without considering the bids of other 
eligible and valid bidders and floating fresh tender with restrictive condition resulted in 
avoidable expenditure of ₹5.71 crore. 

 (Para 4.7) 

Cement Corporation of India Limited (Rajban unit) was granted (August 1973) mining 
lease over 172.30 hectares of forest land in Sirmaur district, Himachal Pradesh. In 
accordance with the directions (October 2002) of the Supreme Court and the guidelines 
issued (April 2015) by the Ministry of Environment, Forest and Climate Change, the 
Company was liable to pay Net Present Value of the forest land covered under the mining 
lease to the Forest authorities. However, the Company delayed the payment of Net Present 
Value (₹14.56 crore), due to which it had to make avoidable payment of penal interest 
amounting to ₹8.49 crore. 

(Para 5.1) 

NMDC Limited procured 1,61,963 tonnes of coking coal worth ₹372.58 crore between 
November 2018 and May 2019 without ensuring the completion of Coke Oven Plant and 
the associated upstream and downstream plants of Nagarnar Integrated Steel Plant which 
resulted in quality degradation of coking coal as well as blocking up of funds of  
₹372.58 crore for more than three years. 

(Para 6.1) 

NMDC Limited made an irregular payment of ₹13.49 crore to its executives during  
2018-19 to 2021-22 as incentive/reward for achieving higher production/productivity 
which was over and above the payment of Performance Related Pay as well as Perks and 
Allowances at the prescribed ceiling. 

(Para 6.2) 
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Distribution of gold coins and silver coins under ‘Farewell Scheme’ and ‘Long Service 

Award Scheme’ to the retired/eligible employees in contravention to the guidelines of 

Department of Public Enterprises by Rashtriya Ispat Nigam Limited resulted in irregular 
expenditure of ₹27.29 crore during the years from 2006-07 to 2021-22. 

(Para 6.3) 

Due to poor construction quality by the contractor and reluctance of the contractor to rectify 
the defects within Defect Liability Period, Delhi Metro Rail Corporation (DMRC) carried 
out the repair work (including consultancy work) through other contractor at ₹11.85 crore. 

In addition to repairing cost, DMRC also incurred incidental expenses of ₹7.81 crore on 

account of shifting allottees to alternative accommodation and payment of lease charge, 
brokerage etc. However, DMRC could recover only ₹4.12 crore against ₹19.66 crore 
incurred due to poor quality of work from the contractor through conciliation process as 
against arbitration process provided in the contract. In this regard, it is recommended 
that haste on the part of DMRC in accepting the award of conciliation settlement with 
contractor, even before awarding of repair work, in disregard to the contractual 
provision of settlement of dispute by way of arbitration and release of performance 
security without attending construction defects, needs to be investigated and the 
responsibility fixed on erring officials. 

(Para 7.1) 

National Highways Authority of India Limited (NHAI or Authority) entered into a 
Concession Agreement in 2012 and again in 2015 for four laning of Patna-Buxar stretch 
of NH-30 in Bihar. Acquisition of land was started in June 2012. However, in the stretch 
between Shivala to Bihta section, landowners opposed the land acquisition and demanded 
change in the alignment. Meanwhile, the Right to Fair Compensation and Transparency in 
Land Acquisition Rehabilitation and Resettlement Act 2013 came into existence and the 
compensation amount for 196.145 hectares of land increased from ₹1,213.18 crore to 

₹3,294 crore. On both occasions, the project could not take off due to high cost and 
uncertainty of availability of land. Failure of NHAI to pursue with the State Government 
of Bihar for the refund/adjustment of the amount of land compensation and establishment 
and contingency charges, led to blocking of funds amounting to ₹533.96 crore since last 
six years.  

(Para 8.1) 

National Highways Authority of India issued Letter of Award to the Consortium of selected 
bidders in March 2018 for four different National Highways widening projects in 
Maharashtra on Hybrid Annuity Mode. The Concessionaires, however, did not make any 
material progress as reported by the Independent Engineers appointed by NHAI. NHAI 
imposed damages on Concessionaires based on its circular dated 29 January 2014, which 
limited damages to one per cent of the project cost. The damages actually imposed by 
NHAI were significantly lesser than the damages recoverable as per the contractual 
provisions of the Concession Agreements. Thus, failure of NHAI to recover damages from 
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Concessionaires as per the contractual provisions of the Concession Agreements resulted 
in extension of undue benefit of ₹203.07 crore to the Concessionaires.  

(Para 8.2) 

The contractor delayed the work of upgradation of Raebareli-Banda [including two 
bypasses and Railway Over Bridges (ROBs) at Lalganj and Fatehpur] section; timely 
completion could have ensured toll revenue amounting to ₹43.64 crore. Further, within 

five months of commercial operation, both ROBs got prematurely distressed, leading to 
stoppage of traffic and delinking of bypasses from the tollable length. This resulted in lower 
user fee collection of ₹179.26 crore upto March 2024 and payment of force majeure claim 
to the toll collecting agency for ₹11.01 crore by NHAI as well as inconvenience to users.  

(Para 8.3) 

Ministry of Road Transport and Highways (MoRTH) made it compulsory for all National 
Highway users to pay toll through digital mode called FASTAG, with effect from  
16 February 2021. MoRTH also required that National Highway users not having 
valid/functional FASTAG system, would have to pay toll at double the normal rate. 
MoRTH directed NHAI to remit 50 per cent of the toll collected to the Central Government 
(Consolidated Fund of India). Due to failure of NHAI to recover Double Toll dues from 
Concessionaires before expiry of concession periods there was loss of ₹21.12 crore to the 

Consolidated Fund of India. Further, ₹63.03 crore of Double Toll dues were pending for 
recovery from other Concessionaires/Toll Collection Contractors. 

(Para 8.4) 

Failure of the NHAI to maintain Poonamalle to Walajahpet stretch of National Highway-
4 (New NH 48), resulted in a suo-moto Public Interest Litigation and subsequent order of 
Hon’ble High Court of Madras for reducing the toll rates by half. Thus, improper 

maintenance of road resulted in undue hardship to the road users and 50 per cent collection 
of revenue of ₹57.61 crore to the NHAI. 

(Para 8.5) 

Faults in design of the bridge, use of poor quality of concrete and plying of overloaded 
vehicles over the bridge led to damage to the bridge and extra expenditure of ₹41.52 crore. 
Adequate supervision and prompt action by NHAI could have avoided construction of 
bridge based on faulty design and use of poor quality of concrete during the construction 
of the bridge. The Defect Liability Period in respect of four laning contract expired in 
December 2013 and the Construction Contractor and Concessionaire had disputed the 
claim of NHAI to recover the damages. Thus, it is recommended that NHAI may put in 
efforts to recover the penalties/damages from its erring contractors and put stringent 
mechanism in place to prevent recurrence of such incidents of damage to structures 
due to faults in design, poor quality of concrete, improper supervision, poor 
maintenance and movement of overloaded vehicles in future.  

(Para 8.6) 
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An amendment made (October 2015) by MoRTH allowed NHAI to release interest free 
mobilisation advance to a contractor without restricting the time limit for its repayment 
upto one year. This was in violation of the Manual on Policies and Procedure for 
Procurement of Works, 2006, which stipulates that mobilisation advance may be allowed 
to contractor at a specified rate of interest and was also in violation of the CVC guidelines, 
which stipulate that recovery of interest free mobilisation advance should be time-based 
with interest to be charged on delayed recoveries. The recovery of interest free mobilisation 
advance started after over one year and nine months since its release and went up to almost 
three years and ten months as against the one-year stipulation of model contract document 
before its amendment in October 2015. NHAI suffered loss of interest of ₹12.78 crore due 

to delay in recovery of interest free mobilisation advance on account of amendment of the 
Model EPC contract documents by MoRTH. It is recommended that the Ministry may 
review the basis of the decision to provide interest free mobilisation advance, linked 
to the progress of work, violating the Manual on Policies and Procedure for 
Procurement of Works and CVC guidelines and take action against the erring 
officials. 

(Para 8.7) 

NHAI entered into (September 2015) an agreement with the contractor for two laning of 
Chhapra-Rewaghat-Muzaffarpur Section of National Highway-102 consisting of two fee 
plazas viz., Sonho fee Plaza and Pokhraira fee Plaza. There was delay in commencement 
of collection of user fees by the NHAI, on account of delays in toll notification, its scrutiny 
and engagement of toll plaza agency. Resultantly, NHAI could not collect revenue of  
₹8.81 crore due to non-collection of user fees. Delays on the part of Ministry of Road 
Transport and Highways in ensuring timely issue of Completion Certificate coupled with 
delays on the part of NHAI for processing the proposal of draft Fee Notification resulted 
in delayed commencement of toll operations by 182 days at Gollaprolu Toll Plaza under 
Regional Office, Vijayawada led to non-collection of toll revenues of ₹5.84 crore. In this 
regard, it is recommended that NHAI may ensure timely completion of procedures 
related to toll collection and align it with the issuance of Completion 
Certificate/Provisional Completion Certificate to prevent delay in commencement of 
user fee/toll collection. Responsibility may also be fixed in cases where user fee/toll 
collection is delayed.  

(Para 8.8.1 and Para 8.8.2) 
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Central Coalfields Limited 

1.1   Violation of Environmental Regulations resulting in liability for avoidable 

expenditure of ₹12.32 crore 

Bhurkunda Colliery of Central Coalfields Limited violated the production limit as 
stipulated in ‘Consent to Operate’ of Jharkhand State Pollution Control Board and 
the Colliery was also operating without Environmental Clearance, which resulted 
in a liability for avoidable expenditure of ₹12.32 crore towards additional 
restoration work due to damage to the environment in addition to avoidable 
discontinuance of coal production for two years. 

Central Coalfields Limited (CCL), a subsidiary of Coal India Limited, is engaged in coal 
mining activities. Mining of coal is to be carried out in conformity with stipulated 
environmental standards as prescribed under the relevant Acts and Statutes. The Ministry 
of Environment, Forest and Climate Change (MoEF&CC) is the nodal agency for granting 
the Environmental Clearance (EC) as well as for publication of the Environmental Impact 
Assessment (EIA) notifications from time to time, in compliance with the applicable 
guidelines of the Government of India. Apart from EC, mining projects are also required 
to obtain ‘Consent to Operate’ from the jurisdictional State Pollution Control Board 

(SPCB).  

Environment Impact Assessment (EIA) Notification (January 1994) issued by the 
MoEF&CC stated that any new project in any part of India or the expansion or 
modernisation of existing mining projects with lease of more than five hectares would 
require Environmental Clearance (EC) by the MoEF&CC. MoEF&CC again instructed 
(October 2004) that all the mining projects of more than five hectare (ha) lease area, which 
have so far not obtained EC under notification of 1994, shall do so at the time of renewal 
of their lease. It also stated that with regard to expansion in production, if the annual 
production of any year from 1994-95 onwards exceeded the annual production of 1993-94, 
it would be treated as an expansion of the project and would require an EC. Besides, the 
MoEF&CC stipulated (September 2006) that all projects or activities including expansion 
and modernisation of existing projects or activities would require prior EC from the 
MoEF&CC on the recommendations of an Expert Appraisal Committee1. On submission 
of the EC, ‘Consent to Operate’ is granted by SPCB, prescribing the limit of coal 
production and any coal production made beyond the limit prescribed under ‘Consent to 
Operate’ would require a fresh EC.  

                                                           
1 The Expert Appraisal Committee of MoEF&CC is responsible for screening or scoping or appraisal 

of the project and on the recommendation of EAC, the EC was issued by MOEF&CC. 

CHAPTER I: MINISTRY OF COAL 
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The Bhurkunda Colliery of CCL, having more than 910 ha project area, is located at 
Ramgarh district of Jharkhand. In this regard, Audit observed that:  

a) The Bhurkunda Colliery was operating based on the ‘Consent to Operate’ granted 
by SPCB from time to time. SPCB fixed the production limit as 0.65 Million 
Tonne/Year (MTY) considering the production of 1993-94. During 1994-95 to 
2015-16, Bhurkunda Colliery produced coal within the limit prescribed under 
‘Consent to Operate’. 

b) Mining operations, during the period 2016-17 to 2019-20, violated the production 
limits as prescribed under ‘Consent to Operate’ and excess production ranged 
between 0.07 MTY and 0.47 MTY. Year-wise details of excess production is 
shown in Table 1.1. Further, in violations of the stipulation of MoEF&CC, mining 
operations were carried out without obtaining necessary EC.  

Table 1.1: Year-wise details of excess production 
Year Limit prescribed in 

Consent to Operate 
(in MT) 

Actual 
Production  

(in MT) 

Excess production of coal 
against limit of Consent to 

Operate (in MT) 
2016-17 0.65 0.79 0.14 
2017-18 0.65 1.12 0.47 
2018-19 0.65 0.72 0.07 
2019-20 0.65 0.72 0.07 

c) Subsequently, due to violation of coal production limit, mining operations were 
discontinued from October 2020 as per the instructions of SPCB, Jharkhand. 

d) MoEF&CC notified (March 2017) that the projects or activities which were in 
violation of EC would be eligible to apply for EC within six months from the date 
of notification. The project proponent had to prepare the ‘Damage Remediation 
Plan’ and ‘Natural and Community Resource Augmentation Plan’ to assess the 
ecological damage and economic benefit derived due to violation as a condition of 
EC. Further, the project proponent was required to submit a bank guarantee 
equivalent to the amount of ‘Natural and Community Resource Augmentation Plan’ 
and ‘Damage Remediation Plan’ with the SPCB. The amount of bank guarantee 
would be recommended by the Expert Appraisal Committee and shall be deposited 
prior to the grant of EC. 

e) Accordingly, CCL submitted (April 2018) the application for obtaining EC. 
MoEF&CC instructed CCL to assess the damage to environment due to excess 
production of coal over and above the threshold limit (i.e., 0.65 MT) before 
granting the EC. Accordingly, CCL prepared ‘Natural and Community Resource 
Augmentation Plan’ through CMPDIL2 (April 2022) which estimated 

                                                           
2 Central Mine Planning and Design Institute Limited, a subsidiary of Coal India Limited, providing 

consultancy service in coal mining to CIL as well as its subsidiaries. 
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environmental damage cost as ₹12.32 crore due to excess production carried out 
during the period 2016-17 to 2019-20 in violation of the statutory requirement.  

f) The Expert Appraisal Committee of MoEF&CC, considering the above ‘Damage 
Remediation Plan/Natural and Community Resource Augmentation Plan’, 
recommended (May/June 2022) for issuance of EC and directed CCL to incur an 
amount of ₹11.56 crore towards ‘Damage Remediation Plan’ and ₹0.76 crore 

towards ‘Natural and Community Resource Augmentation Plan’, within a period 
of three years from the date of issue of the EC. CCL was directed to submit a bank 
guarantee of ₹12.32 crore for the above purpose to SPCB, Jharkhand prior to the 

grant of EC, which would be released after five years on successful implementation 
of ‘Damage Remediation Plan’ and ‘Natural and Community Resource 
Augmentation Plan’. In compliance, bank guarantee of ₹12.32 crore was submitted 

to SPCB of Jharkhand and the EC was granted by MoEF&CC in July 2022. After 
receiving EC (July 2022), Bhurkunda Colliery restarted its mining operation in 
October 2022. 

Thus, colliery of CCL produced coal in violation of the threshold limit prescribed under 
‘Consent to Operate’ during 2016-17 to 2019-20 and continued production without 
obtaining necessary EC, which was in violation of MoEF&CC stipulations. By complying 
with the necessary statutory requirements, CCL could have avoided the liability of  
₹12.32 crore for implementation of ‘Damage Remediation Plan’ and ‘Natural and 
Community Resource Augmentation Plan’. Also, due to discontinuance of the mining 
operation, Colliery suffered loss of coal production during the period from October 2020 
to September 2022, which could have been avoided by advance planning. 

In reply, the Management/Ministry stated (March 2023/June 2023) that: 

a) As per the judgement of Hon’ble Supreme Court of India pronounced in August 
2017, the mines were to obtain EC, if the mines had crossed the production level of 
the financial year 1993-94 and this judgement was primarily related to minerals 
namely iron ore and manganese ore and not coal. Whether the said decision would 
be applicable in the case of coal mining, was a subject matter of deliberations. 

b) Coal mining, because of its inherent nature, is different from other mining 
operations. The possibility of excess mining in exception to the initial plan for one 
or two years is inherent to coal mining. 

c) Because of the inherent nature of business, CCL is already incurring substantial 
expenditure on the activities proposed under ‘Damage Remediation Plan /Natural 
and Community Resource Augmentation Plan’ being business sustainability 
expenditure in the surrounding areas. Thus, the expenditure on the activities 
amounting to ₹12.32 crore was not an additional burden on CCL. 
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The contentions of the Ministry/Management are not tenable in view of the following facts: 

a) The judgement pronounced by the Hon’ble Supreme Court (August 2017) inter alia 

includes that if the annual Production after 27 January 1994 exceeds the annual 
production of 1993-94, it would be treated as an expansion requiring an EC. 
Further, the above judgement is part of EC issued by MoEEF&CC to the coal 
mines. 

b) The colliery continued coal production beyond the prescribed threshold limit during 
the period 2016-17 to 2019-20. As such, the mining operations beyond the 
threshold limit would be treated as expansion of the project and would require prior 
EC. Further, as per stipulations issued by MoEF&CC, from time to time, any 
expansion and modernisation of existing projects or activities would require prior 
EC from the MoEF&CC. However, due to non-adherence of stipulations, colliery 
was liable to pay the compensation of ₹12.32 crore for the excess mining as 
mentioned in the EC issued by MoEF&CC for the colliery in July 2022.  

Thus, the contention of the Management that requirement of prior EC if the mines 
had crossed the production level of the financial year 1993-94 was not related to coal 
mining, was not justified.  

c) Compliances to the stipulations of MoEF&CC Notifications and adherence to the 
environmental rules and regulations during mining operations by the colliery 
management are mandatory to protect the environment for national interest and 
sustainable development. The Management replied that the excess production for 
one or two years was due to the inherent nature of coal mining. However, when the 
production quantities from 1994-95 were observed3, there was not a single year  
(till 2015-16) when the production had exceeded the limit stipulated in the ‘Consent 
to Operate’. Thus, the views of the Management that carrying out of excess 
production is common in the coal sector was not borne out by facts.  

d) Further, every coal project plans its sustainability and environment related 
expenditure in compliance with the stipulations/conditions prescribed by the 
relevant authorities. The colliery incurred an expenditure ranging between  
₹1.95 lakh and ₹78.18 lakh during the period 2016-17 to 2022-23  
(up to December 2022) on environmental activities. As the colliery did not obtain 
the EC before enhancing its production, it had to prepare the ‘Damage Remediation 
Plan’ and ‘Natural and Community Resource Augmentation Plan’ and was thus, 
liable for an additional expenditure of ₹12.32 crore, which was 15 times more than 

the maximum amount spent on environmental activities during the said period to 
replenish the environmental damage done by the project itself. 

                                                           
3 The coal production had ranged between 0.51 MTY and 0.16 MTY during the period from 1994-95 to 

2015-16. 
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Thus, due to excess production made beyond the threshold limit as prescribed in ‘Consent 
to Operate’ as well as carrying out mining operations without obtaining necessary EC, CCL 
was liable to incur an additional expenditure of ₹12.32 crore as compensation for damaging 
the environment.  

Recommendation no. 1: The Company should strictly adhere to the environmental 

regulations regarding expansion and modernisation of the mining projects not only to 

avoid any extra damage to the environment which may also entail additional 

expenditure by way of damage remediation but also to avoid unplanned disruption to 

production.  

Eastern Coalfields Limited 

1.2  Undue favour to contractor due to non-recovery for coal shortage during 

transportation resulted in avoidable loss of ₹17.39 crore 

Despite specific provisions in contract agreement for recovery for coal shortage, 
occurring during transportation of coal from mine to railway siding, from the 
contractor, Eastern Coalfields Limited failed to enforce the terms of the contract 
and recover the value of coal shortage, thereby extending undue favour to the 
contractor and suffering an avoidable loss of ₹17.39 crore. 

Eastern Coalfields Limited (ECL), a subsidiary of Coal India Limited (CIL), is engaged in 
mining and distribution of coal extracted from its open cast and underground mines. Chitra 
opencast mines of ECL produces coal which was supplied mainly to Thermal Power 
Stations of NTPC Limited and other consumers, through railway siding at Jamtara, 
Jharkhand. While the extraction of coal was carried out departmentally by ECL, all other 
subsequent and allied activities viz., picking of stone, shale or any extraneous material from 
mined coal, transportation of coal from the Chitra mines to railway siding (26-27 km) and 
loading of coal into railway wagons were outsourced. ECL issued (May 2017) Work Order 
for the above outsourced work to the Contractor, for a period of three years with effect 
from April 2017, which was further extended for two years.  

As per terms of the contract (Clause 18.00), “in case of coal/trucks being weighed both at 

loading end as well as at unloading end, the figures of weighment, at both the ends, shall 
be reconciled every month, in respect of each contractor and if there is any shortage of coal 
received at unloading end, the value of coal found short, will be deducted/recovered at 
double the prevailing rate including all royalty, cess etc., from the security deposit of the 
transporting contractor(s) concerned”.  

In this regard, Audit observed the following: 

a) During the period from April 2017 to March 2022, 56,45,019.93 Metric Tonne 
(MT) of coal was weighed at Chitra mine (loading end) and dispatched to Jamtara 
railway siding by contractor’s trucks/tippers. However, against this, only 
55,95,382.58 Metric Tonne of coal was received at Jamtara siding as per the 
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weighment made at the unloading end. Thus, there was a shortage of 49,637.35 
Metric Tonne coal during the transportation.  

b) As per terms of the contract, shortage of coal was to be deducted/recovered from 
the contractor at double the prevailing rate (including all royalty, cess). Thus, an 
amount of ₹17.39 crore on this account, as detailed in the Annexure-I, was 
recoverable from the contractor which ECL did not recover. 

The Management, in its reply, stated (April 2023) that: 

a) Payment to contractor was regulated according to Clause 14.1, as per which 
monthly reconciliation of coal transported i.e., coal loaded at mine end with 
opening stock of coal at siding end adjusted with dispatch quantity as per railway 
receipt (RR) including extraneous material and closing stock at siding, revealed 
negligible differential quantity of 0.82 tonne as shortage during the period from 
April 2017 to March 2022. Applicable deduction on such differential quantity 
worked out to ₹4,642.28 only. 

b) Extraneous material of 77,590 tonne was identified at siding brought by the 
trucks/tippers during the period 2017-18 to 2021-22 for which ECL had retained an 
amount of ₹7.00 crore (approx.) from the contractor bill. 

c) Different level of accuracy between the two weighbridges based on their class of 
equipment added to the weighment difference, although calibration thereof was 
done on periodical basis by Legal Metrology Department, Jharkhand (a State 
Authority) and maintenance had been carried out through AMC by a third party.  

d) External factors contribute to the weighment difference viz., seepage of fine coal 
particles due to water spraying necessitated to prevent sprinkling of air borne dust 
into the atmosphere, slippage of coal during transportation for a distance of  
26-27 kms with some bad road conditions, velocity of wind and seasonal changes 
and fuel consumption by the trucks/tippers during transport. 

e) Surprise inspections were carried out on 11 May 2017 by a committee formed by 
Director (Operations), ECL, which revealed negligible variations of weight in the 
range of zero to 40 kg per truck. 

The contentions of the Management are not tenable in view of the following: 

a) Clause 18 of the contract specifically deals with coal shortage occurred during 
transportation of coal from mine to railway siding, which was to be recovered from 
the contractor, whereas, clause 14.1 quoted by Management was meant to regulate 
loss/shortage of coal during loading/stocking at railway siding, based on RR weight 
(railway loading weight) of coal dispatched.  
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b) Picking/segregation of stones was the first activity, which is followed by crushing 
of such segregated coal, to be carried out by the contractor at mine end before 
loading for transportation to railway siding. Thus, plea of the Management 
regarding extraneous material identified at railway siding is not tenable and 
indicates lack of monitoring on part of ECL Management on the performance of 
contractor at mines. 

c) In respect of weighment accuracy, margin of error as per calibration report of weigh 
bridges is 10 kg only, which is negligible as compared to the quantity of coal each 
truck/tipper carries (around 15 tonne). 

d) As per contract, no external factors as stated by the management are allowed to 
contribute to the enroute shortage of coal and any shortfall quantity during transit 
was to be recovered at double the rate from the contractor.  

e) Though surprise inspection is a deterrent factor, it cannot be a substitute for actual 
recovery of amounts from the contractor for coal lost in transport, which was not 
done as per the contract terms.  

The Ministry, while accepting (July 2023) the observations made by Audit, stated that issue 
was examined in consultation with ECL and explanation given by ECL Management had 
not been found satisfactory. It also stated that Coal India Limited, holding company, had 
been requested to constitute a committee of senior officers to conduct detailed enquiry in 
the matter, fix responsibility and take appropriate action against the officers found 
responsible. 

Thus, due to non-enforcing of the terms of the contract regulating recovery for the shortage 
of coal during transportation of coal from mine to railway siding, ECL failed to recover 
₹17.39 crore from the contractor, thereby causing an avoidable loss to the company and 
extending undue favour to the contractor. 
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Damodar Valley Corporation  

3.1 Avoidable expenditure of ₹112.63 crore towards payment of additional deviation 

charges and penalties for non-maintenance of Grid discipline 

Damodar Valley Corporation incurred an avoidable expenditure of ₹112.63 crore 
towards additional deviation charges for over drawal of power when the Grid 
frequency was below 49.85 Hertz and penalties for sustained violation of committed 
schedule for injection of power in the grid. 

Central Electricity Regulatory Commission notified (January 2014) the Deviation 
Settlement Mechanism and related matters Regulations, 2014 (Deviation Settlement 
Mechanism Regulations) to be applicable with effect from 17 February 2014 to maintain 
grid discipline. As per the Deviation Settlement Mechanism Regulations, a seller shall 
receive deviation charges from its Regional Load Dispatch Centre1 at stipulated rates for 
generation of power (in a time block2) in excess of schedule (over-injection) and in the 
reverse case (under injection), the seller shall have to pay the deviation charges when 
average grid frequencies are 49.85 Hertz3 and above and below 50.05 Hertz subject to 
maximum 12 per cent of schedule or 150 Mega Watt, whichever is less. The Regulations 
further provide that besides deviation charges, additional deviation charges shall be 
applicable for over injection/under drawal of electricity by seller/buyer, as the case may be, 
when the grid frequency is 50.05 Hertz and above as per prescribed rates. Similarly, 
additional deviation charge shall also be applicable for overdrawal/under injection of 
electricity when grid frequency is below 49.85 Hertz. In the event of sustained deviation 
from committed schedule for injection of power in the grid in one direction (positive or 
negative), the seller/buyer shall have to make ‘sign change’ regarding the deviation from 
schedule at least once after six blocks, failing which, they will have to pay penalty due to 
violation of ‘sign change’ on daily basis. 

Scrutiny of day-wise data of the Damodar Valley Corporation (DVC) regarding average 
injection of power to and drawal from the grid during the period from April 2019 to 
September 2022 revealed the following:  

a) During the above period (1,274 days), DVC failed to restrict drawal of power from 
grid for 1,193 days (93.64 per cent) when average frequency was below 49.85 Hertz 
and this resulted in payment of ₹61.28 crore towards additional deviation charges.  

                                                           
1  Power System Operators, also known as Load Despatch Centres, are responsible for balancing power 

generation and load (energy consumption) on real time basis.  
2  15 minutes constitute a time block. 
3  Unit of Frequency 

CHAPTER III: MINISTRY OF POWER 
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b) Further, DVC failed to make ‘sign change’ after six blocks for 874 days during the 
above period in contravention of Deviation Settlement Mechanism Regulations and 
paid ₹51.35 crore towards penalty for such violation of ‘sign change’ .  

c) DVC failed to restrict drawal of power from grid due to the failure to maintain its 
committed schedule for injection of power in the grid.  

d) DVC did not consider constraints like evacuation of ash from ash ponds, shortage 
of coal, inferior quality of coal etc., while declaring its day ahead schedule of power 
as well as load management of consumers of DVC. The shortage of coal as well as 
ash evacuation related issues contributed 2.75 per cent to 10.71 per cent shortfall 
from declared capacity during the period from 2019-20 to 2021-22.  

e) Though the Area Load Dispatch Centre of DVC monitored the frequency through 
its Supervisory Control and Data Acquisition system, DVC failed to regulate the 
drawal and injection of power in accordance with the Deviation Settlement 
Mechanism Regulations. This indicated lack of proper planning in declaring its 
schedule a day ahead basis and also lack of monitoring mechanism to restrict over 
drawal to the extent possible.  

Thus, failure of DVC to restrict drawal of power from grid as also making requisite ‘sign 
change’ after six blocks in accordance with the Deviation Settlement Mechanism 
Regulations resulted in avoidable expenditure of ₹112.63 crore towards additional 

deviation charges and ‘sign change’ penalty.  

In reply, the Management stated (March 2023) that: 

a) Constraints such as insufficient generation due to shortage of coal, sudden 
tripping/outage of specially 500 Mega Watt generating units and inadequate power 
availability from Power Exchange had contributed towards the deviation/violation 
of volume (including additional deviation) and sign reversal. 

b) Low power demand during the COVID-19 lockdown period had obliged DVC to 
incur ‘sign change’ violations on many occasions as generations could not be 
brought down further below Minimum Technical Limit due to technical constraints. 

The above contention of the Management needs to be viewed in the light of the following: 

a) Maintenance of adequate coal stock for optimum generation by the power plants is 
an integral part of fuel management of DVC. Therefore, the plea of shortage of coal 
which ultimately led to payment of additional deviation charges cannot be 
considered as uncontrollable factor for insufficient generation of electricity by 
DVC. Further, the issue of shortage of coal should have been considered while 
assessing power plant wise declared capacity on a day ahead basis. Further, 
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availability of power at Open Exchange is market driven and therefore, DVC should 
have considered this constraint while assessing the schedule on a day ahead basis.  

b) As per Deviation Settlement Mechanism, in case of sustained deviation in one 
direction by generator from its committed schedule for injection of power in the 
grid, it has to reverse deviation (from negative to positive or positive to negative) at 
least once after sixth block to avoid penalty for ‘sign change’ violation. DVC had 
such sustained deviations multiple times but did not effect ‘sign change’ leading to 
penalties for ‘sign change’ violation. Further, the contention of the Management 
that DVC had to incur ‘sign change’ violations on many occasions as generations 
could not be brought down further below Minimum Technical Limit due to 
technical constraints is not factually correct as ‘sign change’ penalty during the 
COVID-19 lockdown period in March 2020 occurred mainly due to under injection 
of power. 

Thus, the constraints as referred by the Management were not addressed while assessing 
the schedule in the interest of security and stability of the grid. Further, under injection of 
power when the grid frequency was 49.85 Hertz constituted a serious act of indiscipline as 
per Deviation Settlement Mechanism Regulation as it could lead to crash of grid.  

In reply, the Ministry stated (September 2023) that as a result of steps taken by the 
Corporation in maintaining grid discipline, the net deviation charges were reduced during 
the period from 01 April 2023 to 17 July 2023 in comparison to similar period of 2021-22.  

The reply of the Ministry needs to be viewed in the light of the fact that while levy of net 
deviation charges is a common phenomenon in the power sector whereas the additional 
deviation charges is a penalty for non-maintenance of grid discipline. The reply of the 
Ministry is silent on the issues like – additional deviation charges and ‘sign change’ penalty, 
as pointed out by Audit. 

Thus, due to poor load management system of power, DVC incurred avoidable expenditure 
of ₹112.63 crore towards additional deviation charges as well as ‘sign change’ penalty.  

Recommendation No. 5: The Management should improve demand and supply 

management of power and manage their generation properly to adhere to their 

declared schedule to avoid grid indiscipline. Responsibility should be fixed for payment 

of additional deviation charges along with sign change penalty in order to ensure that 

such instances do not recur again.  
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3.2 Loss due to non-recovery of electricity charges from a private party 

Damodar Valley Corporation failed to recover its outstanding electricity charges of 
₹12.95 crore from a private party due to non-adherence to the terms of the 
agreement. 

Damodar Valley Corporation (DVC), as Distribution licensee, entered (June 2012) into a 
Power Purchase Agreement (agreement) with a private party for five years. The terms of 
the agreement, inter alia, stipulated the following: 

a) Security Deposit covering three months of estimated electricity bills in cash or 
irrevocable Bank Guarantee with a validity of two years and provision for renewal. 

b) In the event of non-payment of any bill within its due date, DVC may disconnect 
the supply of electricity after serving a 15 days specific and separate written notice 
of disconnection. 

c) The Bank Guarantee shall be renewed from time to time well before its expiry, at 
least 3 months before the last date of validity. 

Scrutiny of records revealed that the Bank Guarantee submitted by the private party as 
Security Deposit expired in June 2014 which was not extended further. The private party 
paid only ₹7.98 crore against the total electricity bill raised for ₹18.94 crore for the years 
2015-16 and 2016-17 (up to September 2016). Due to non-payment of monthly electricity 
bills, DVC disconnected the power supply of the private party six times during the period 
from November 2014 to May 2016. DVC resumed power supply from time to time without 
renewing the Bank Guarantee on the basis of assurance given by the private party regarding 
liquidation of dues towards electricity charges. DVC finally disconnected the power supply 
to the private party in September 2016 due to accumulation of outstanding dues of 
₹12.95 crore which included ₹4.26 crore on account of tariff revision pertaining to the years 
2013-14, 2014-15 and 2016-17. Since, the Bank Guarantee was not renewed by the private 
party, DVC did not have any security to recover the outstanding dues from the private party.  

In the meantime, High Court of Calcutta ordered (August 2016) for winding up of the 
private party considering appeal of a petitioning creditor. The Official Liquidator issued 
(June 2017) a public notice requesting all the creditors of the private party to submit their 
claims by 15 July 2017. DVC failed to act in response to the public notice. After completion 
(August 2018) of winding up process, DVC filed (3 April 2019) its claim of ₹21.84 crore 
before the Official Liquidator. Though the same was accepted by the Official Liquidator, 
the High Court of Calcutta rejected (19 June 2019) the claim of DVC. DVC preferred an 
appeal before the Supreme Court of India. The appeal of the Corporation was, however, 
dismissed (May 2023) by the Supreme Court of India.  
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In this connection, Audit observed that: 

a) DVC did not compel the private party to adhere to the conditions of renewal of 
Bank Guarantee on the plea that private party could maintain their cash flow to 
liquidate outstanding electricity charges. This indicated undue benefit to the private 
party which resulted in failure on the part of DVC to safeguard its own financial 
interest.  

b) Instead of initiating legal action against the private party to recover the outstanding 
electricity charges, DVC unnecessarily allowed the process of realisation and 
settlement of outstanding electricity charges to be continued for considerable period 
which ultimately resulted in accumulation of outstanding electricity dues over the 
years.  

c) DVC also failed to present its claim before the Official Liquidator on time and 
therefore, lost the opportunity to recover the outstanding dues. This indicated lack 
of adequate monitoring on the part of DVC. 

Thus, despite having sufficient provisions in the agreement to safeguard its commercial and 
financial interest, DVC failed to recover ₹12.95 crore towards electricity dues from the 
private party when the Official Liquidator requested all creditors to file their claim. 

The Management accepted that Damodar Valley Corporation could not lodge its claim 
timely before the Official Liquidator because they were unaware about the winding up 
process of the private party. As DVC has not got a monitoring system to track the 
newspapers on a daily basis, the paper publication taken out by the Official Liquidator 
could not be tracked. The Management further stated (November 2021) that private party 
could not be forced to renew the Bank Guarantee since the power supply to the private 
party was lying in disconnected condition from December 2014 to May 2015. 

The above contention of the Management is not acceptable as DVC was required to take 
pro-active action for renewal of Bank Guarantee in March 2014 itself as per agreement, 
which was not taken by DVC. Further, the plea of DVC that the Bank Guarantee could not 
be renewed since the electricity connection to the party was in disconnected condition from 
December 2014 to May 2015 is not acceptable as the supply of electricity to the private 
party was intermittently disconnected six times and resumed again on the request of the 
private party. Therefore, DVC should have obtained the renewed Bank Guarantee to 
safeguard its financial interest before resumption of power supply to the private party. 

Ministry, in its reply, stated (September 2023) that DVC has taken necessary steps to 
monitor the status of Bank Guarantees and is on the way to ensure 100 per cent security 
deposit compliance. It was also stated that DVC is taking necessary corrective measures 
through formulation of a policy/mechanism to ensure that such issues are not observed in 
future.  
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The reply of the Ministry needs to be viewed in light of the fact that DVC lost the 
opportunity to safeguard its financial interest and therefore, failed to recover ₹12.95 crore 

towards electricity dues from the private party.  

Hence, due to non-renewal of Bank Guarantee and non-tracking of public notice issued by 
Official Liquidator regarding liquidation of the private party, DVC incurred loss of 
₹12.95 crore on account of electricity dues recoverable from the private party, as chances 
of recovery are remote. 

Recommendation No. 6: DVC may fix responsibility for non-renewal of Bank 

Guarantee of the private party as per agreement and lay down proper mechanism for 

monitoring defaulting parties to closely watch progress of payment of electricity dues 

and renewal of Bank Guarantee in order to protect its financial interest. 

3.3 Undue benefit of ₹7.60 crore to ineligible consumers by extending incentives on 

water charges 

Damodar Valley Corporation extended incentives of ₹7.60 crore towards Zero 
Liquid/Effluent Discharge on water charges bills to ineligible consumers. 

As per the provisions of the Damodar Valley Corporation Act 1948, the Damodar Valley 
Corporation (Corporation) supplies water from Damodar River and its reservoirs for 
irrigation, industrial and domestic purposes. The rates for supply of water for industrial and 
domestic purposes are determined by the Corporation from time to time.  

With an objective to preserve and optimise the use of water and prevent water pollution, 
the Corporation introduced (October 2012) a Scheme of incentive for Zero Liquid/Effluent 
Discharge4 for its consumers. As per the Scheme, an incentive of 20 per cent5 on monthly 
water bills would be allowed to those industries which would produce requisite certificates 
of Zero Liquid/Effluent Discharge from concerned State Pollution Control Board and paid 
their water bills to the Corporation within the due date. However, there was no provision 
in the Scheme for recovery of wrongly paid incentive or no penalty provision for wrongly 
claimed incentive. 

Audit noticed that the Corporation allowed incentive for achieving Zero Liquid/Effluent 
Discharge to four of its consumers, out of which only one consumer produced necessary 
certificate from the concerned State Pollution Control Board. 

Three consumers who did not produce certificates for Zero Liquid/Effluent Discharge were 
also not regular in payment of their water bills within the due dates as stipulated in the 
Scheme.  

                                                           
4  Zero Liquid/Effluent Discharge means reuse of the entire industrial and domestic waste water after 

treatment/recycling without discharging water outside the project boundary in the natural water bodies. 
5  The rate of incentive was revised to 10 per cent with effect from 1 April 2019.  
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Despite above non-compliances, the Corporation continued to extend the undue benefits to 
these ineligible consumers amounting to ₹7.60 crore for the period August 2015 to January 
2022. On being pointed out by Audit, the Corporation stopped payment of incentives to 
these consumers from February 2022 onwards. However, the Corporation neither initiated 
any action for recovery of the amount nor fixed any responsibility on the official(s) 
concerned for such serious lapse. 

While accepting the audit observation, the Management stated (February 2023) that a 
committee was constituted (17 February 2023) to identify the ineligible consumers and also 
ascertain the amount of undue incentive extended to such consumers since introduction of 
the Zero Liquid/Effluent Discharge Scheme. Apart from the above, the committee was also 
entrusted to fix responsibility for taking decision in extending such incentive to ineligible 
consumers.  

The Management’s reply may be seen in the light of the fact that the issue was pointed out 

in February 2022 but till date (March 2023) no recovery has been made. Only a committee 
was belatedly formed after a lapse of one year since the issue was pointed out. The 
committee did not submit its report within the stipulated period of one month i.e.,  
17 March 2023. 

The Ministry, in its reply, stated (October 2023) that the process of reconciliation with one 
such ineligible consumer was under process and future course of action would be taken 
after completion of such reconciliation. It was also stated that on the basis of report (April 
2023) of the committee, departmental proceedings had been initiated against the officer 
responsible for such lapses.  

Though corrective measures were being initiated by the Corporation at the instance of 
Audit, the fact remains that recovery of incentive towards Zero Liquid/Effluent Discharge 
from the ineligible consumers was still pending (September 2023). Moreover, the reply of 
the Ministry was silent about the actions taken by the Corporation on the other two 
ineligible consumers. 

Thus, due to extending of incentive of Zero Liquid/Effluent Discharge to consumers 
without proper verification by the Corporation, incentive of ₹7.60 crore allowed to 
ineligible consumers remained unrecovered till March 2023. 

Recommendation No. 7: DVC may fix responsibility for extending incentive under 

Zero Liquid/Effluent Discharge scheme to ineligible consumers and also recover the 

incentive extended to such ineligible consumers. 
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CHAPTER V: MINISTRY OF HEAVY INDUSTRIES 

 

 

Cement Corporation of India Limited 

5.1 Avoidable payment of penal interest  

Cement Corporation of India Limited delayed the payment of Net Present Value 
payable for diversion of forest land for non-forest purposes. Consequently, it had 
to make avoidable payment of penal interest of ₹8.49 crore. 

Government of Himachal Pradesh granted (August 1973) mining lease over  
172.30 hectares of forest land1 in Sirmaur district to Rajban unit of Cement Corporation of 
India Limited (Company), out of which mining rights were allowed over 55 hectares of 
land. The mining lease was subsequently extended up to August 2023. 

The Supreme Court directed2 (October 2002) that user agencies shall pay the Net Present 
Value of forest land diverted for non-forest purposes, for undertaking forest protection, 
other conservation measures and related activities. Further, in pursuance of a judgment 
dated 26 September 2005 of the Supreme Court, an Expert Committee was constituted to 
work out the methodology for estimating the Net Present Value of forest land diverted for 
non-forest use and to determine the projects which deserve to be exempted from payment 
of Net Present Value. The Report of the Expert Committee was examined by a Central 
Empowered Committee whose recommendations were accepted by the Supreme Court. 
Accordingly, the Court, vide its judgments of March/May 2008, issued orders regarding 
rates of Net Present Value payable by the user agencies and also listed the categories of 
projects which were exempted from payment of Net Present Value. The mining activities 
undertaken by the Company were not covered in the exempted categories and as such the 
Company was liable to pay Net Present Value of the forest land covered under the mining 
lease to the Forest authorities. 

Besides, as per the guidelines issued (April 2015) by the Ministry of Environment, Forest 
and Climate Change, the State Government shall, within a period of one year from the date 
of issue of the guidelines, realise from the user agency, Net Present Value of the entire 
forest land falling in the mining lease, in case the same had not already been realised, which 
was later extended up to 31 March 2017. 

Accordingly, the Divisional Forest Officer raised (June 2017 and January 2018) demand of 
₹14.56 crore on the Company towards Net Present Value of the entire forest area i.e., 
172.30 hectares diverted for non-forest purposes. The Company requested (January 2018, 
                                                           
1   Section 2(ii) of Forest Conservation Act, 1980 stipulates that no State Government shall make, except 

with prior approval of the Central Government, any order directing that any forest land or any portion 

thereof may be used for any non-forest purpose. 
2   In reference to Writ Petition (Civil) No. 202/95 
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December 2019 and January 2020) to pay the Net Present Value in respect of the area of 
16.9927 hectares on which it was carrying out mining activities or the area of 55 hectares 
for which mining permission had been granted to it, instead of the total diverted area of 
172.30 hectares. The aforesaid request was made by the Company on the plea that the 
Expert Committee had recommended that in case of open cast mining, the Net Present 
Value may be charged only for the proportion of land broken in accordance with  
pre-submitted mine plan. 

The State Forest Department rejected (January 2020) the request of the Company stating 
that no such exemption was available as per Supreme Court judgment of May 2008. 
However, at the insistence of the Company, the State Forest Department forwarded  
(August 2020) their request to Forest Conservation Division, Ministry of Environment, 
Forest and Climate Change for consideration of the Forest Advisory Committee. Based on 
the recommendations of the Forest Advisory Committee, the Ministry stated (March 2021) 
that the Company should make full payment of Net Present Value for the entire forest area 
of 172.30 hectares along with penal interest for delay in deposition beyond 31 March 2017. 
Accordingly, the Company paid (June 2021) an amount of ₹23.05 crore on account of Net 

Present Value (₹14.56 crore) and penal interest thereon (₹8.49 crore). 

Audit observed that the Company delayed the payment of Net Present Value despite being 
aware of the fact that no exemption from such payment was available as per the Supreme 
Court judgment of May 2008, and as such it was required to pay Net Present Value for the 
entire forest area used for non-forest purposes. Further, the Company did not act in 
accordance with the guidelines issued (April 2015) by the Ministry of Environment, Forest 
and Climate Change reiterating the payment of Net Present Value for the entire forest land 
falling in the mining lease. As a result, the Company had to make avoidable payment of 
penal interest of ₹8.49 crore in addition to the principal amount of Net Present Value 
amounting to ₹14.56 crore. 

The Management stated (December 2022) that as there was a vast difference between the 
total forest area and the area on which mining was actually being done, it requested the 
Forest authorities to consider the calculation of Net Present Value on the area under mining 
or on the 55 hectares approved for mining. The request of the Company was considered by 
the State Forest authorities in the year 2019 and in August 2020. Finally, the matter was 
placed before the Forest Advisory Committee constituted by the Central Government and 
the Forest Advisory Committee did not accede to (March 2021) the request of the 
Company. Thus, the Company, being a sick company, explored all possible efforts to 
reduce the liability of Net Present Value and interest. 

The reply of the Management is not tenable in light of the Supreme Court judgment of  
May 2008 as per which there was no scope for restricting the payment of Net Present Value 
to the area actually under mining or the area approved for mining as requested by the 
Company. 
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The Ministry of Heavy Industries, while accepting the audit observation, stated  
(March 2023) that the Company clearly violated the directions of Supreme Court of India 
and the provisions of Forest Conservation Act, 1980. The Ministry further added that the 
Company had been advised to refrain from making avoidable payments of penal interest in 
future, in response to which, the Company had committed to take appropriate measures to 
prevent such occurrences in future. 

Thus, the Company’s injudicious decision to pursue with the Forest authorities for 
reduction of its liability towards Net Present Value despite clear guidelines of the Ministry 
of Environment, Forest and Climate Change to pay the Net Present Value of the entire 
forest land falling under the mining lease, led to delay in payment and consequential 
avoidable payment of penal interest amounting to ₹8.49 crore. 
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CHAPTER IX: RECOVERIES AND 
CORRECTIONS/RECTIFICATIONS BY CPSEs AT THE 

INSTANCE OF AUDIT 
 

 

 

9.1  Recoveries at the instance of Audit 

In the last ten years from 2012-13 to 2021-22, Management of various CPSEs have 
recovered an amount of ₹3,435.12 crore at the instance of Audit, which included recovery 
of ₹3.82 crore made during 2021-22 (Annexure-X). 

9.2 Corrections/rectifications at the instance of Audit 

During test check, cases relating to violation of rules/regulations and deficiencies in the 
system were observed and brought to the notice of Management. Details of two cases where 
corrective action was taken or changes were made by the Management of CPSEs at the 
instance of Audit during 2021-22 are given in Annexure-XI.
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Annexure-II 
(Referred to in Para 2.4 ) 

Details of Purchase orders 
Equipment Date of PO for 

material 
Date of PO for 

service 
Date of 

commissioning 
Warrantee 

period 
TG3 16.01.2014 signed on 

22.04.20151 
15.06.2017 PBG valid 

upto 
31.08.2018 

TG2 17.01.2014 signed on 
07.11.2019 

Yet to 
commission 
(April 2023) 

12 months 
after the 
goods have 
been 
delivered or 
18 months 
after the date 
of shipment 
whichever 
conclude 
earlier2. 

TG1 27.12.2013 Yet to sign 
(April 2023) 

Work yet to 
start  

(April 2023) 

 

 

                                                           
1  Contract was signed on 22 April 2015 with original completion date 11 August 2015, amended 12 times 

for extension, finally commissioned on 15 June 2017. 
2  12 months after the goods have been delivered or 18 months after the date of shipment whichever periods 

conclude earlier unless specified otherwise in the special conditions of contract. In case the installation & 

commissioning is delayed on account of the Supplier, the warranty period shall automatically get 

extended.  
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Annexure-III 

(Referred to in Para 2.5) 
Demurrage incurred by ONGC during 2016-17 to 2021-22 (₹ in crore) 

 
FY T&S Mumbai  T&S Kolkata  T&S Chennai  Total 

2016-17 11.26 2.19 30.33 43.78 

2017-18 2.91 3.45 4.41 10.77 

2018-19 10.39 1.67 1.05 13.11 

2019-20 10.79 5.87 3.10 19.76 

2020-21 13.00 3.40 1.18 17.58 

2021-22 2.71 2.76 0.14 5.61 

Total 51.06 19.34 40.21 110.61 

Source: SAP data  
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Annexure-VI 
(Referred to in Para 2.5) 

Region wise demurrage absorbed on account of ONGC 

(Amount in ₹) 

Year T& S Mumbai T&S Kolkata T&S Chennai Total 

2016-17 2,32,49,712 1,44,24,999 5,74,15,418 9,50,90,129 

2017-18 2,63,09,855 75,04,168 6,88,44,499 10,26,58,522 

2018-19 8,63,002 19,40,465 6,86,56,062 7,14,59,529 

2019-20 2,97,75,749 19,00,917 41,02,982 3,57,79,648 

2020-21 3,61,86,109 70,17,417 17,61,74,008 21,93,77,534 

2021-22 2,81,00,950 57,82,865 2,91,51,436 6,30,35,251 

Total 14,44,85,377 3,85,70,831 40,43,44,405 58,74,00,613 
Source: Demurrage Absorption Account-201457 in ONGC’s SAP system 
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Annexure-VIII 
(Referred to in Para 8.2) 

 Details of four National Highway widening projects 

Sl. 
No 

Name of 
project  

Bid project cost (₹ 

in crore) 
Mobilisation 
advance paid (₹ in 

crore) 

Appointed 
date  

Monitored by 

1 Ausa-Chakur 
in NH No. 361 
(58.51 kms)  

848.63 42.43 25.03.2019 PIU Nanded 

2 Chakur-Loha 
in NH No. 361 
(73.35 kms.).  

1,000.10 50.01 25.03.2019 PIU Nanded 

3 Loha-Waranga 
in NH No. 361 
(56.57 kms.).  

1,073.10 53.66 25.03.2019 PIU Nanded 

4 Vadape-Thane 
in NH No. 3, 
New NH 
No.848 (23.47 
kms.). 

1,182.87 59.14 21.01.2019 PIU Thane 

 Total 4,104.70 205.24   
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Annexure-IX 
(Referred to in Para 8.5) 

 
Collection of revenue due to reduction in toll fee as per Court orders 

Name of User Fee 
Plaza 

Reduction in 
daily remittance 
(Amount in ₹) 

Period during 
which toll was 
reduced to 50 

per cent 

No. of 
Days 

Revenue 
collected  

(Amount in ₹) 

(a) (c) (d) (e) (f) = (c) x (e) 
Nemili 
(Sriperumpudur) 
 

8,53,434 15 December 
2020 to 30 
January 2021 

47 4,01,11,398 

10,59,495 31 January 2021 
to 7 October 
2021 

250 26,48,73,750 

Chennasamudram 
 

7,75,855 15 December 
2020 to 3 
January 2021 

20 1,55,17,100 

9,22,652 4 January 2021 
to 7 October 
2021 

277 25,55,74,604 

Total 57,60,76,852 
 

 

 

 

 

 

 

 

 

  
















