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PRINCIPAL ACCOUNTANT GENLERAI
(AUDIT-). KARNATAKA

Focal Yudit Party - CAP-15-RN\R
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Tiglo obegeruation e loence HEEL SR E AR

Subject Loss of spportumity 1o procure energy at lesser rate duc 1o non finalization of 1ender for short term power purchase
resutied e addiional burden to the consumers by Rs 113 32¢rore .
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{16 01 2024) to open the financial brds and submut the same to the Commussion for approval. 1f the tanfT discovered 1s reasonable fipon fne
approval of the Commussion, the financial bid was opened on 17 0] 2024 and placed before the Standing Comimittee (2301 2024) for _
evalualion of financial bid for the procurement of 1000MW RTC & 250 MW peak power for the period January 2024 to May 2024 Afler
discussion, the Commultee noted that only meager quanium was available agamnst the requisitioned quantum and the quoted price was on the
migher side compare (o the market cleanng price m the exchange and hence deoided to reject the bids

In this background. the followmg observations are made.

Though the action plan was suggesied by the SLDC in August 2023 there was o defay in obtaming approval (22 09 2023) from KERC.
Thercafier. the State Pre-Tender Scrutmy Committee had taken time almost a month for evaluation of RFP bid documents from §** October
2023 10 25™ October 1o 2023 Subscquently the tender notification was issued (27 10 2023) and due to ime extension. the last date of
submussion of bid was extended upto 29 12 2023 Finally, the technical bid wes placed (03 01 2024) before the Standing Commutice As
there was a smgle participatton, an approval was requested (06.01 2024) from KERC before opening of IPO There was a delay i accord
approval (16 01 2024) from KERC The financial tad was opened on 7% January 2024 and placed before the Standing Committee for
evaluation The Standing Commitize evaluated (23 01 2024) the financial bid and rejected it stating that the quantum of power available
with the generator 1S meagre as against the requisiioned quantum and the price was higher than the cleaning price of the market It was
noticed that there was delay in each & every stage of approval and there was laxity in proceeding with the procurement of power on short
term basts which ndicated that there was no much deficit in the State and requirement of the State was met by trading m Energy
Exchange

. On discussion 1t was informed that SLDC worked oul quantumn of power required for the State based on previous trend for the penod

September 2023 10 May 2024 As per SLDC. the required quantum of energy was 1200MW for the month of September 2023 to
December 2023 and [500MW for Janvary 2024 1o May 2024 The peak hour quantum was assessed to the exten: of S00MW whereas
KERC gave approval only for 1000MW for the month of September 2023 to May 2024 and 250MW for peak hours On a review of
power purchased through Energy Exchange revealed that quanium procured dunng the period ranged from 20 72MW {Januan 2024) to
1117 46MW {March 2024) whuch indicated uarcalistic projection by SLDC. The average quantum required for the peniod September
2023 10 May 2024 was approved by KERC was only 138 89MU agamst which State procured only 42 1ML on average basis which was
only 30 83% against the average required quantum of 138 §9MU which clearly mdicates that the projection made by the SLDC was
incorrect

The tejecuon of the tender on the grounds thal the quantum of power avaidable with the generator is meagre as against the requisitioned
quantum and the price was higher than the clearng price of the market was untenable as purchase at the rate offered by the single brdder
would have resulted in a saving of Rs 113 42 crore {Annexure) Further the rates in Energy Exchanges is fluctuating and affected by
demand and supply whereas the power purchased on short term basis s fixed for the period of contract thereby giving a more siable rate
for the supply

Thus. delay m finalisation/non finalisation of tender for procurement of power on short term basis has not only resulted m purchase of power at
higher cost of Rs.113 42 crore but also in an unfruntful expenditure of Rs 2 36,616~ wowards payment of advertisement charges

[ No PCKL/DDP3IA2:AS/ST/2023-24/4908 dated 27 10 2023

To,

PCKL Corporate Office
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ANNEXURE A

Sub. Loss of opportunity to procure energy at lesser rate due to von-finalization of tender for shoxt
term power purchase resulted in additional burden to the consumers by Rs.113.42 Crore.

Ref Audit Observation reference. #1 (QOBS-1447572) dtd 23.08.2024

Audit observation PCKL Reply
Jhe Miunistoy aof Power, Governmmert
! Incia sried (30 03 20161
cuige hine fest short HER Y
arocurernent o power fry

hstr b tion Leensees through tanl
nased bidding process. Based on the

gidehie: and after comparing
rainfall  trends and demand fo
oower of the previous years, the Factual

State Leac Despatch Centre (SLIDC
made g vrecast (25 08.2023) for the
estnat? power purchase
require cent for the state of
Karnaiaka between September 2023
'u May 2024 The hour wise Load
Generanon Balance Report (LGBR)
was prepared after considenng the
state  therma! generation. hydel
pewer piant avarlabihity and expeciod
growth n demand and quantum of
defici:  was worked out around
1200MU RTC power for the period
vetween September 2023 to
December 2023 and 1S00MU MU
RTC for the period between January
2024 o May 2024, Expected
demand for peak hours {(5AM to 9AM



| T
‘ Audit obmvatwn l

& 6PM to 10PM) was 500 MU. It was

‘also suggested that any additional |

- power deficit that remain purchases |

ithrough bidding process, would be

 procured on a day to day basis form |
_ the power market

PCEL Reply

‘Accordingly, PCKL had requested'
(04.09.2023) Kamataka Electricity |
Regulatory Commission (KERC) for |
procurement of required power !
either through DEEP Portal or/|
Energy Exchange for the stated
period and quantum. After detailed
discussions and considering the
need to procure short term power to
manage the grid, KERC approved
(22.09.2023) the proposal to buy
short term power of 1000 MW RTC
and 250MW between 5 to 9 hrs and
18 to 22 hrs. from September 2023
to May 2024 with price cap of
approved State Power Purchase cost
of Rs.6.02493 per unit, through
DEEP Portal or Energy Exchange
} subject to condition that
| KPTCL/PCKL should ensure to
supply reliable power, minimize load

curtailment, avoid deviation
settlement charges and optimize the
Power Purchase Cost.

 After obtaining approval from KERC,
| PCKL instructed (05.10.2023) State

| Pre-Tender Scrutiny Committee to

Factual




Avudit observation

A b arteenn e anvate dendet
o ey eanent ol nower gt
cermpetitive chidihmie  roate  chroagh

DEEF 190 w0 wr conergy Exchange as
tive PP S SS R AR s trucicte
mianaare e o undertake the Pre
Lesddes vt ey ol the senders and
eelumrat s s lding procureinent o)
e IV wchuding
(UL TR EE AT ot K the wolbue o
whiyeh N Mo SO crone b
State Cpo epder Scrutiny

Comnmilte e cogumsted 10614 20231
PCK!L  t: heosh  admimstrative
aporoval  and Cechmical  sanction
before takong o the scrutuny of the
prociiems st S ooce admanistrative
approvil  we. oot obtamned  for
procuremens o hort term power for
the penod wvioher 2023 to May
2024,  Pr.KI nanaged o get
adminustranve apuroval by aircular
vesolution Ne 7 #0923 and submitted
to Tende: ieiantiny Commutter on
09 102022 T+ State Pre-Tender
Serutiny  {lam:ttee approved the
procureimnnat sobiect to process the
tender notipca.on by adopting the
aduvisory and  duly  following the
directions 1 para & (viii) of the GO
I 522 EXP-l s 2021 It was further
imstructed to < oLmit a comphance
report of the advisory before floating
‘he tender Th <omphance report

PCKL Reply

Factual
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Audit observation ' : PCKL Reply

was submitted {25.10.2023) to the |
Committee after incorporating the
suggestions of the committee. | o [— o R
| Tender notification [1] was issued for
| procurement of 1000 MW RTC power
'and 250MW peak power for the
period from 20.11.2023 to
31.05.2024 on short term basis. In
response to the tender, the bidders
had sought clarification/
corrigendum for timely participation
in the said tender. The reply of the
Company was communicated !
{04.11.2023) to the bidders. Due to
the clarification and amendments to
the RFP, there was time extension
for which four corrigendum was
issued. As per the fourth
corrigendum the last date of
submission of RFP bid was
22.12.2023. On the request of the
bidders, the last date of submission
was further extended upto
29.12.2023. Meanwhile, it was
informed (25.10.2023) to KERC that
as the price discovered under
Reverse Auction was more than the |
price cap of Rs.6.02493/- per unit,
the bids were not received by PCKL. "

As the State was facing a power

deficit, the PCKL requested the

Commission to remove the price cap '

for purchasing power through the | S . S

Factual




Audl shservation

excllange - il reverse oo tas
UE‘EP F*.;- i < neet the P27 VLY
situaton P O S sIon ntormed
(20 L1 2000 oeL te dinooss e
rate thz‘i"u.“l' [ B Puitad o e th
andelines o AaP threugh  tan
based bty profess and as poi

the < 7! i Ate  Cogi ks
(2208200 ¢ (TR 31 o 1% U G S TR
again oo sl AR T D 1¥ge
Commmissi s | werptves th thuty

tardfl of kv o G t9d7 per wnet as the
market o oie weoanare vhen e
ceiling prio#  1bPe request ol PCKI,
was approad o 412 20023 wath &
direction 1o discover  the rate
through DEES Portal as oo the
guidelines ! Mol throupl:  tanf!
based biiding  process  wathou!
ceiling prv ¢  Onre the ates are
discovered UKL shall subuant the
bid rates 1o e Comrmssies fon 1t
approvai.  Since  the Corimssion
removed  the  cethne price a
corrigend.rs ¢ dated 14 10 2023
was issued due to amendmenis o
the clauses v RFP for the DEEP
tender

After  all thiese  elfor!s only
Manikara::  Power  Linoied  had
participated 1 the tender  The
source of powe  supplv wos Coastal

PCKL Reply



Audit observation

Power Limited. Since, there was only |
one response, the matter was placed |
(03.01.2024) before the Standing'
Committee for discussion and
decision. The Comimittee, after
deliberation and discussion, decided
to declare as technically responsive
for the opening of Initial Price
Offering (IPO} on 05.01.2024.

Further, it was decided to seek .

consent/direction of KERC after the
opening of the |PO.

Subsequently, PCKL sought approval
(06.01.2024} for procurement of
power before opening of IPO and the
Commission accorded  approval
PCKL Corporate Office (16.01.2024)

to open the financial bids and

submit the same to the Commission
for approval, if the tariff discovered
is reasonable. Upon the approval of
~the Commission, the financial bid
was opened on 17.01.2024 and
placed before the Standing
Committee {23.01.2024) for
evaluation of financial bid for the
procurement of 1000MW RTC & 250
MW peak power for the period
January 2024 to May 2024. After
| discussion, the Committee noted
'that only meager quantum was

available against the requisitioned

Factual

N




Audit observation

wuantum and thé quoter price was
on the higher side compoare to the

marke: cicanng price  n the
exchange and hence decided to
eyt the bids

Observations 1

"houg the acton priaty was
suggesied by the SLDC o August
20323, there wa a delay o cbtaining |

approval I 22.09.2023 Yom KERC.

Thereafter  the  State  Ime Tender
Secutiny C ommuttee had (aken tene .
aimost a month for evaluanon of:
RFP md documents from  5th
October 2023 to 25th Ociober to
0.2 Subsequently the tender

noufication was issued (27 1¢.2023)
and due 1o ame extension. the last
date ol submission of hid was
extended upto 2912 2023 Finally,
the techmcal bid  was  placed
03 01 D24 before the Standing
Committee  As there was 4 single
participation, an  approval  was
requested {06.01.2024) from KERC
before openung of IPO. There was a
delay mn accord approval
(16.01.2024} from KERC  The
financial id was opened on 17th
January 2024 and placed befare rhe
Standing Committee for evaluation

The

detailed 1n the enclosed chronology of events PCKL took acno

procurement of poowes

PCKI. Reply

a short oo basts Was nos

LGHR report submuitted by SLDC on 25 0% 2024

The

4.1

4.2

7.1

8.1

following
30 .03 2016 wherein indic ated to obtain appropriate commission

naenes
approvals,

clauser of MoP short terrn Procurement G

The Procurer(sj shall procure short term power as per the plan approved by
Appropriate Cormrmission or appropnate body as may have beer consgiuted for
the purpose by the Appropriate Commussion  In such case the Dnstrbut o
Licensees wiall intimate about the initianan of the procurement fooce.s t th

Appropriate Commission

It case procuremeni af short term pouwr exceeds the approcea unnua short
term procurement plon the Procureris) stall obtam prnor approva 'ram the
Appropriate  Cormrusswon or any  appropriate body as mau  have  bee
constituted for the murpose by the Appropnate Commusgon

To ensure competzovness the mirumurm number of Bidders stiouad be al wast
two for each requisition if the number of Bidders responding 1o the RfP s less
than two, and Procurer stll wants to conhnue wath the selectior. process, the
selection of that single Bidder may be done unth the consent of the Appropnate
Commission.

Generally, no devianon shall be allowed from these Guuadelines
s essential to have the dewnaton from these Guidelines. the
done wunth the prior approval of the Appropnate Commussion

However, of it
sarme couid by

v PCKL, as
i hbased on the

dated
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The Standing Committee evaluated | In accordance with the above clauses of short-term procurement guidelines

(23.01.2024) the financial bid and |issued by the Ministry of Power {MoP) approval from the Commission is |

rejected it stating that the quantum
of power available with the gencrator
1S meagre as  against the
requisitioned quantum and the price
was higher than the clearing price of
the market. It was noticed that there
was delay in each & every stage of
approval and there was laxity in
proceeding with the procurement of
power on short term basis which
indicated that there was no much
deficit in the State and requirement
of the State was met by trading in
Energy Exchange. :

= BN

required for both the quantum of power and the bidding documents. The issue
was discussed at the ESCOMs and government level to finalize the quantum of
power to be procured. The proposal was sent to KERC on 04.09.2023 |
consequent to the SLDC projections for the procurement of power through the |
DEEP-e-portal or the energy exchange. KERC approved the documents and the |
proposal for procurement of power with a capped rate.

Under KTPP Act, 1999 and Rules 2000, GoK Order No :FD:522 EXP-12/2021, |
Bengaluru dated 13.12.2021, provides that “Gouvt. of Karnataka is pleased to |
undertake the Pre-Tender Scrutiny of the tenders and estimates regardmgi
Procurement of Goods & Services including Construction Works, the value of | ,
which exceeds Rs.50.00 Cr". 5

As per the above state directives, PCKL vide letter dated 05.10.2023 seek
approval from the State Pre-Tender Scrutiny Committee for inviting tender as
tender value exceeds Rs.50 Cr. The committee's approval was obtained on
26.10.2023, complying the clarifications and observations made by them.

- Although the tender was floated on the DEEP-e-portal under KERC's dnrecnve

to cap the rates, no bids were received, and the tender had to be extended six ?
times. After KERC removed the cap on rates, PCKL received bids, though for a i
minimal quantum and hxghcr cost compared to power market rates during thc 1
bid opening period.

PCKL adhered to the conditions, rules, and regulations established by MoP, |
KERC and the Government of Karnataka.

From the above, it is evident that there was no delay in inviting the
tender called by PCKL for procurement of power. The deficit was met
through Section-11, Banking arrangement, allocation of power from NTPC
stations and additional deficit was met through Energy Exchanges as
stated in the TABLE-1.
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tearly andicates  that the  projection

made by the SLDC was incorrect
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was in March 2024, when the state's demand remained consistently above
16,500 MW throughout the month. To meet this sustained demand, additional
power was procured from exchanges. Further, the state experienced its highest |
peak demand on 12.03.2024, reaching 17,220 MW i.e. in the month of Mar- |

. 2024.

JTo address the demand projected by SLDC, the state and PCKL implemented
' the following measures, which were not anticipated during SLDC's initial |
| projections:
a) Banking/swapping arrangement with Punjab and Uttar Pradesh from |
October 2023 onwards.
b} The imposition of Section 11 of the Electricity Act on 16.10.2023,
requiring generators within Karnataka to supply power.
c) Allocation of firm power by the Ministry of Power (MoP} of up to 300 MW |
from November 2023 to June 2024.

| In addition to these measures, the state procured power through exchanges
across all market segments at reasonable rates to bridge the remaining deficit.

|
| From the above, the projection made by the SLDC was closely matches
with the actual demand / consumption.

Observations 3

'The rejection of the tender on the
grounds that the quantum of power
available with the generator is meagre
as against the requisitioned quantum
and the price was higher than the
clearing price of the market was
untenable as purchase at the rate
offered by the single bidder would have
resulted in a saving of Rs.113.42 Crore
(Annexure). Further, the rntes in Energy

In the tender invited by PCKL, bidders were requested to quote rates at the
regional periphery, excluding T-GNA (Transmission) charges. However, the
quantum of power procured through exchanges includes T-GNA charges. To |
accurately compare costs, the quoted rates should have T-GNA charges
applicable for the respective month added to them. A comparison of the quoted
rates and the rates at which power was procured through exchanges for
January, February and May 2024 is provided below:

10
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£ % *os hucidatng, and atfected b
deman and apply whereas the power TABLE 2

o short term basis v e

Quoted rates by the Rate 1o which power pracured

gl : . g Month hidders including through exchanges during the
rioc o conract thereby mvie, T-GNA Charges S
le ot ior the supply Thus, S 5 11 03 o
v non finalizaton Fel, 20024 863 "
pro urement ol power n May - 2024 o0 ooy
asr o has not oanly resuleed ‘ '
wer v hagher cost ol ;
y : 1.5?(‘ == " here s na loss o the Consumers suparing the vt i otfer e
0 altsa n i ! o e £t Oy
r f Rs2.76 650 budders and rate wirk the exchange rates n the month of Jan-2024, Feb 2024

cdvertusemen:

NOMav-2024  the following table gives the comparison

TABLE.3
%
Bid i Kk Armount
{TGNA . Exchan Arount ; ‘
S Q?::;;m | charges) R‘frm gv Rate Rs. in Cr. D';:!e::; c::
" Rs/Kwh . Rs/kwh . i
i B ] o B
no24 (%) TP i 1103 I, L AN 20 20 2.68
. . L v . 1
£ 24 194 84 ol LT I L FORT)
Mav 24 H1i.6 # LR Ly mY L i 10301 i
i -~ ; i "
TOTAL | 287 68 5.26

- O . Lo
1"} Jan 2024 the quantum offerad by 1he bidde: at peak hours considered

Bidders offered peak power (50 MW v Rs [3 Unty) tor the month of Mar 2024
anc no quantum offered for the month of Apnil-2024

Hence requested to drop the above observations made in vide Audit Observation Ref: #1 (OBS-1447572)
dated 23.08.2024 on short term procurement.



ANNEXURE. 1

Chreuglogy ot Events of Short Term Tender invited for Precurement
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Date
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2023
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of 1600 MW RTC & 250 MW Peak Power:

Event
Traaning Compuftee  meeting held tc review the power
G331 EN '
SLDC submitted Note and LGBR for the peried Sep 2023 1o
May F024
it the Trading Commuitiee 1t was decided to purchase powgt
throu.h Dee: -ortal or throuch Energy Exchange
Procurement propﬁ‘sal forwarded to KERC for commission
spproval as per MOP Short Term Procurement Guidelines
datec 3UC3.2010
Sough' Comnmussion approval for RFP, PPA and Deviations
o ased -
KERC has accorded approval for procurement and RFP
documents
Sought approval of State Pre Tender Scrutmy Committee for
mnviting short term tender as tender value above Rs 50 Crs
GoK Order dtd 31.12.2021
State Pre Tencer Scrutiny Commuttee requested a copy of
Tt Admumstrative Sanction accorded t¢ PCKL trom the
cwinpnirnt duthordy to take up soruting of thys procurement
lor lakin:, further action in the malter
Presentation was given by PCKL tu State Pre Tendsr Scrutiny
Commitee regarding procurement of power and RFP

IQCUITIC LS
State Pre Tendger Eorutiny Committee sougnt clanfications/
=alnn: an RFP decomene

5L i aeragiel L'i CLHnpaanie e o e 5’.%1t'.’ Pf(.' 'I‘(.'ndf_‘f
Scrubm o Commiitee sou bt clanfcations observations.
sSiate Fre Tender Scrutiny Cemmuttee has acvorded approval

_inwvite tender

Notfication issued for inviting tender for procurement of
100OMW RTC and 250MW peak power (05:00 to 09:00 hrs &

t8:00 to 22:00 hrs 20.11.2023 10 31 05.2024

Upinaded RFP documents in DEEP pmia. ldst date of bid
! Vil U'.l Lf 7.”2_..; ‘\i;.!’ n. L R.“\ L."Ei 2(

corngendum 1 issued, some of the RFP giausc dmfndcd &

Lact date of hid subrmssion 1511 2023, Start of e-RA

Conigendum 2 ssued extended [ ast dae of bid submission
2F 1 2 Start of RA 2 B 25 po buds were



Date Event

29.11.2023 | Corrigendum-3 issued, extended Last date of bid submission
12.12.2023, Start of e-RA 20.12.2023 as no bids were
received

13.12.2023 | Corrigendum-4 issued, extended Last date of bid
submission 22.12.2023, Start of e-RA 29.12,2023, as no bids
were received

13.12.2023 | KERC has accorded approval for waival of price cap and
directed to discover the rates through deep portal.

14.12.2023 | Corrigendum-5 issued, tarifl clause RFP was amended

22.12.2023 | Corrigendum-6 issued, extended Last date of bid submission
29.12.2023, Start of e-RA 05.01.2024, as no bids were
received

01.01.2024 | Non-Financial & Technical bids were opened, Single bid
received (MPL)

03.01.2024 | Standing Committee meeting held for evaluation of Non-
Financial & Technical bids

16.01.2024 | Requested KERC approval for open financial bid of single
bidder

16.01.2024 | KERC had accorded approval to open the financial bids of
single bidder

17.01.2024 | MPL financial bids opened.

23.01.2024 | Standing Committee meeting held for evaluation Financial
bids, committee directed to reject the bids.

04.03.2024 | PCKL informed to KERC regarding opening of financial bids

and standing committee decision.




