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Chronologv of Evoatc of thort Torm ?endcr lnvltcd for Proeurorcat

of 10OO MW RTC Eo 25O Mg PG&& fovoq:

lo. r0.2023

PCKL has submitted compliance to the State Pre Tender
9Sg,!!ry_.!"mmittee sousht "l* ,*.
State Pre Tender Scrutiny Committee has accorded approval
invite tender
l{otification ilsucd lbr inviting tender for procurement oi
iOO0MW RTC and 250MW peak power {O5:O0 to 09:00 hrs &
l8:00 to 22:OO hrs 20. | 1.2423 to 31.05.2O2+

Corrigendum - I issued, some of the RFP clause amenderl &
[,ast date of bid submission 16.1 1.2A23, Start of e-R-{
28.t1.2023
Corrigendum-2 issued, extended L^ast date of bid submissron
27.11.2023, Start of e-RA 0 ],12,2023 as no bids were
received

EYoat
14.08.2023 Trading Committee meeting held to review the power

position.
25.O8.2023 SLDC submitted Note and LGBR for the period Sep 2023 to

Mav 2024
29.44.2023 in the ?rading Committee it was decided to purchase power

through Deep porta.l or through Energy Exchange
04.09.2023 Procurement proposal forwarded to KERC fior commission

approval as per MOP Short Term Procurement Guidelines
dated 30.03.2O16.

20.09.2023 Sought Comrnission approval for RFP, PPA and Deviations
proposed

22.09 2423 KERC has accorded
documents

approval for procurement and RFP

o5. r0.2023 Sought approval of State Pre'Iender Scrutiny Cornmittee for
inviting short term tender as tender value above Rs.50 Crs
(GoK Order dtd 31.12.24211

06. r 0.2023 State Pre Tender Scrutiny Committee requested a copy of
the Administrative Sanction accorded to PCKL from the
competent authority to tske up scrutiny of this procurement
for taking further action ia ths matte r.

t7.rc.2023

Prssentation was given by PCKL to State Pre Tender Scrutiny
Committee regarding procurement of power and RFP
docurnents.

26.rO.2023

27.\0.2A23

30. l o,2023 Uploaded RFP documents in DEEP portal. Last date of bid
ublnission 06.11.2023, Start ofe-RA 15.r 1.2023s

04" 1 t .2023

20.t t.2023

28.\i.2023 Requested XERC to waival of price cap for the short term
tender invited

I

I

l

I
I

I

I

I

State Pre Tender Scrutiny Committee sought clarifications/ |

observations on RFP documents II

| 2s. lo.2o23

I

I



Dato Evcnt
29.r | .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

r3.r2.2023 Corrigendum-4 issued, extended Last date of bid
submission 22.12.2023, Start of e RA 29.12.2023, as no bids
were received

t3.12.2023 KERC has accorded approval for waival o[ price cap and
directed to discover the rates through deep portal.

14.t2.2023 Corrigendum-S issued, tariff clause RFP wag amendecl
Corrigendum-6 issued, extendcd last date of bid submission
29.12.2023, Start of e-RA o5.O1.2024, as no bids were
received

or.ot.2024 Non-Financial & Technical bids were opened, Single bid
received (MPLI

03.or.2024 Standing Committee meeting held for eveluation of Non-
Financial & Technical bids

16.Ot .2024 Requested KBRC approval for opcn financial bid of single
bidder

16.O 1.2024 KERC had accorded approval to open the finarcial bids of
single bidder

17.or.2024 MPL linancial bids opened.
23.Or .2024 Standing Committee meeting held for evaluation Financial

bids, committee directed to reject the bids.
04.o3.2024 PCKL informed to KERC regarding opening of l-rnancial bids

and standing committee decision.

22.12.2423
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PRTNCIPAI, ACCOUNTANT
GENERAI. (AUDIl'.II).

KARNATAKA

Lrr No; AMo lll2024-2025lDts- 1962571
Date: 23 A,ug 2024

To,

The Managing Di.ector,
Powcr Compa&y Of Karnataka Linr*cd (PCKL),
KPTCL Buildiag,
Kavcri Bhavan,

Bangalore

Subject: Loss ofopponunity ao procu.e cnergy at lesser rate due lo oon {inalization ofteoder for short term
power purchase resulted in addiiionrl burden to th€ collsumers by fu.1 l3.42crorc.

5 irrir,ladam,

I atn to forward harawih thc ludlt obscrt3toooBs-14{757?, rrtd to rcqncst lhat yolr rcphcs may ba srrangad lo bc hrm$hcd to
tha ardlt party do!8 wrth your spccrlic rernarts oflhls obrrwstron

The rcccigt oflhc audrt obscrvrtionoBs- 144?572 rnay krfidly b. a.kno!rylrdged

Yours faithfully,

Encls: As above

Ranjana N R

Scnior Audit C)fficer

Copy to:-

LtrNo : AMC Iy2024-?025n$-1962577iC I /For Infomration
The Additional Dircctor(Projscts),
Power Com,rany ofKarnatakr Limited (PCKL),
K?TCL Building, Kaveri Blnvar
Bangalore

ffi

el;i:alod-e(A)
--.--



4dsll'4 - Z
PRINC;II'AI., ACCOUNTANT CT:hIERA I,

(AUDTT-il), KARl.l,4'iAKA

Local Audit Pany : CAP- l5-RNR
Auditec Unit Namc . PCKI- Corporate officc

Dated: 23-Aug-24
Audir obse.vation refcrcnce : fl (OBS-1447572)

Subjecr: Loss ofopportunity to procur€ energy al lesser rate due to non finalization oftender for shon tcrtn power purchasr

resulted in additiona! burden lo tbe consumers by fu.1l3.42crore.

Thc Murstry oi Po$cr, (iorarnmcot of lndra issucd (30.03.2016) 8urdeli[er for shon. tcam paocur.mcnl of po$cr by drstsibuton l,cenJe.s

tlifl)rgh tafitl-bssed bldd,ng proca$s B&s.d on tha guidclims and ancr cotlparinS raroflll lrerlds and dcmand lor po'acr of t]c ]acvrous yc6rs.

ti. Slst Lo.d D.spalch Ccntrc (SLDC) madr ! fo.ccasl (25.08 2021) for thc e.timrt d powe. prlch6c raqurcmcnt for thc stste oaK aEalrka

be\yecn Septambcr 2021 to May 2024 Tha hou, lrisc Load Ceneratlon Balanca Repo( (LOBR) was prcpar.d E&er consrderinS $e slale

the.mrl Ben.r,lroD ,hydel powcr plant svsilsbrlity snd cxpcctcd trowth in drtltld .nd qu6ntu! of dclicit was worked out stoo,ld i200lrl,
RTC ,owcr for d. peood b.twc.n Scplcmber 2023 to D.cember 2023 rnd lJ0oMt., MU RTC for th? pcnod be!1yeen -lanulry 2024 m tvlay

2024 Expcctcd demefld for peak hol,rs (5AM to gAM & 6PM to |0PM) was 500MtJ. It wss allo r(ggcitcd thnl any sddrlrorrl po*e. de,icrl

that remain purcharcs through biddmg process, would bc procurcd o, , day to day brsis form rho powea msjkct

A.co.diogly, PCKL lrrd requcsed (04 09 2021) Kan.l*s ElccErcrly Rc8ulrtory Cornmissior (KERC) fo, proco.cmlnt of Equred powc,

.rlief tl:Iout] DEEP Po.{al or ED.rgy Exchalte for thc slrlcd pcflod and quonfum Afl9a detailcd dtscussroas nrd coosldcn[g $e nc.d to

procnrc shorl t rrn porrc. lo m&ta8e tlle giid, KERC approvcd (22 09 202J) tlrc proposal to buy short lcrm po*er of t000 MW RTI ard

2JCL1W bcawc.n 5 ro t hn and 18 {o 22 l,:Is arom SEptemb.r ?0?1 ro May 2024 with prift ca} of rprrovrd Slatc Pow.r hrrclnir rnsr oI
Rs 6 02{91 per un't. &rough DEEP Ponal or Emrty Exch,'Bc subl.ct to condition that KffCL/PCKl. shorld ensure to supply rclable poucr

ln,nrmlze load cunarlrnant avord davrslro[ scfllcmcht chargas &!d oplmr7l lhe Powcr Purchase Cost

Aficr obtau$8 approval fro$ KERC, PCKL insEuctcd (05 I0 2023) Slatc Pre-T.nder Sc.lliny Commrice to lak! fuflhlr llctroll lo rflv(!
t nder for prccffemcol ofpow.r drrough aoBpctitive biddjlg routc llron8h DEEP Poriil or En.r&y Exchalge !s &c Covcmmenl ha5 turdc

nrandalory to ltda(rke lhc Prc-teodcr scrutrny of tic tcn&rs asd cstm6tcs rc8srdilg proculatI€nt o f !ood' tnd scrvic€s rrlcludtng coosUuclion

wo.ks, thc vrluc of whrch exce.ds R!.50 crorc The Strtc Prc.Tcn&. Sc.lliny Committee rcqucstcd (06.10.2023) PCKL to tumrsh

ld.'nini5lratrvc rpproval 6rd lcchnicrl saMion bcforc tBking up the sc.rltitry of the grocuremcnt. Sincc, a&rinistrative lppaovsl war not

obrain d for procurelrlent of sho.t-tcrm paw.r for thc pcnod Octobcr 2023 to M.y 2024, PCKL m&a8ed o Ber adrnini*rarivc ipp.oval by

crrcular rsolutron No 21023 and subtrlittcd to T.ndcr Sc.ulhy Commil(c. or 09.10.2021. Tlrc Slale tYc-Tcndrr S.(tIiny Commi$ee rpprovcd

lhe ,rocur.mcnt subjcct 10 proc.ss th€ (end{ notificatrctr b, adopting thc advisory sod duly follgwtug thc direetions iD paJa 6 (viii) cf{tc CO

fD 522 EXP-12/2021 h was fu'lhcr msEucted to submll a complr8lcc rcpo.t oftic rdvitory bcfoe flortin8 !h. tc.d€. 'l'hc Complia{cc r.p(}n

was subnlrticd (25 l0 2023) to the Commlllec ane. Dcorporsting thc ruggcsliorls oflhc commucc

'Iirder rotrficatioJ-!-l was rssu.d foj pro.u.em.n( oI 1000 MW RTC power md 250N1W peal porecr ilr the penod liom 2t I I ?023 t,)

I 1.0r.2024 on short isrm bes,s In rcsponle to thc (€nde., ltc bidd.rs hnd io!8ht clarific.tion/conigcndum for lira€ly participation in ibc aftd

leodcr 'f hc rcply ol lhe Comp&y wss commulicstcd (04 11.2021) lo $e biddlrs Dw lo thc clarificstion srd srnrttdm.ol.s to tlte RFP, the rc

rvrs limr c\lrnsroo for *h!ch four coa.rgendun was c:ued. As pcr lha founh conig€ndurq the lal date of rubrnissDn of RfP bid \r.j
21 12.2023 On t]lE requesl of thc bldde.r. the la.t drtc ofsubmission was frlrlhcr cxtcnded upro 29.12 2023. tlernwhilc, ir wr.\ ftformed

{ 2 J I 0 1021 ) lo KERC ,rrl a6 dtc prtce drt.ovcrcd undcr Reverse Auc(ion laas mo,e lian lle piae cap o f R-s 6 02413 /" pcr unil, th. bi.li !'" erc

no{ rciitvad by PCKL As fie St ie vrri facinB a F)wcr deficit, th{ POKL requested t}rc Conr$rssion lo rcmoYl thr rricc cap iirr pliri&sltg
poqer thrclgh Lhc e\chalScs utide( rcve.sr suctroo oa DEEP Portal to mc.l tlie p.evsilng siluatroo The Commiriror infonn.d t20.1 , 20:]j
rcKL lo dNcovcr lhc rale throuSh DEEP Ponal f,s per ihe gudaLncs ofMoP lb'ougi tariffbased brdding prorcss and as [rc.lhc duection of$.
Commissloo (22 09 20?3 ) Tbc Comprny orc. atsin rery.5red (28.1 I 2021) thr Commission ro r*.ive rhe ceiling la.iffof Ri.6.02491, pcr unrt

as the m..ket mlcs are more tha, lh. ceiling pric.c The requcst of PCKL .{rs lpprov.d (13 12 2023) with I direction lo discover dte rste

lkorrSh DEEP Poml ss ,<r lh. glidclines ofMoP lkougi arflff bss.d brdding proccls wiurool cciling price. On.e the ralcs sre discovcrcd
PCKL stalt iubm( the bld rtlcs to thc Com$ission for rts spproval Sin.c the Commission rcrnoved the ccilihg price, s co(iScndum 5 dsled
14 12 ?021 w.5 lssucd due to ame[dmcnts in the clausc! u RFp for rhc DEEP tc.&r_

Atlcr all lbese cfforts, only M8nlkarln Power Limitcd hid ,aniclpated in the lerldcr. Thc lourcr ofpoi{er supply ws' Cossla, Encrgel, P(!atc
Lurilcd and Dg Powcr Lmitcd Smcc, !h.ra was ody orc,csponJc, lhc ruatler rl(i placcd (01 01.2024) bafore the $t ndingCortr$ilrrr lbr
dlscussion and dccrstott 'lhc Commrltca. nftaa dallbarahon ord discussion, decided to dechia as technicllly respotsive for $e oproidg o[
Inltral Pncc OtIcnn8 (lPO) on 0J 0l 2024. Furth.r, rt lves dccidcd to s€ck conscnt/dLcclton of KERC aicr lhe opcninS of ihe ll,o
Subscquenlly. PCKI- soughl app.ovll (06 0l 2024) foryrodr.mcnt of powet bcforr opcning of tpo srd lhc Conrrtrislion eccordcd approval



(16 01.2024) lo op.n thc finsncinl bids and submit lhc sam. lo thc Commissron for lpprov.l, ifthc trnffdiscovercd l5 rca.oruble lipon'thr .i,,

,pproval of lhe Commission, llc financlal bid was opcncd on 17.012024 and plrc.d bcforc thc Stafidng Commitrcc (23 0t 2024) r.

evaluston of frnarcial bid for tic procuremcol of l000MW RTC & 250 MW peak powcr for thc p.nod ,anuary 2024 to May 2024 ARer

drscussion. th€ Committee ool.d tlrat oo-ly mcagcr quantum w&s {v€ilablc .gainst lhc rcquisilioncd quantum srd lhc quo(cd pncc wEi on thc

hrSher s,dc coarpaic lo the mdkct .l.arlng pnce in thc exchsnS. ,nd hcncc dccldcd to rcrcct lh. bidt

In lhls back$ouad, tha follor,ving observatrons arc madc,

Though tie aclion plan tryas sugScstcd by ihe SLD('in AuSusl 2023. U|crc qas a dclay rn oblaining approvol (22 09 2021) from KERC

Thcreaflcr, thc Statc Prc-TcnderScrutrnyCommin.ahad lalcn lumc almost r mon(h forcva.luatlon ofRFP brd documcn$ &om 5& October

2023 lo 25d Oclober to 2023. Subs.qu.nrly the tcndcr notrlicntion was assued (2? lO 2023) aod du. to rrme .xtensron, rh€ les( date of
submission oft'id w6s cxtcrded upto 29 12 2023 Fn\ally lhc tcchnrcol brd w&r plac.d (03 0l 2024)before thc SralldinS Comrnillcc As
ahcre w8s a singl. prrticipstioL !n spprovrl was requcstcd (06 0l 2024) 6'om KERC bcforc oFnlDg of IPO Thcac w&s a dclay ln accord

approval ( t6 01.2024) from KERC Thc financial brd was opcned on I ?s January 2024 and plsccd bcforc rhc SrandlnS Commrn c for

evaluatlon Thc SlaDdihg Comminr. .vsluatcd (21 0l2024)thc ftnrtlcisl brd ard rcjcctcd at statmS that thc qucrtum ofpowcr avarlable

wall! Ue g.neralor is maaSac &s rBaust lhc rcqurtrlroncd qu6ni{n irld fic pric. was highrr lhan thc clcanng prica ofthc m6rk.t lt was

'lotic.d 
thst thcre wts del3y in each & cvcry stagc of rpproval 6nd thcrc was laxrty ln progacdlngwtth thc procucmcntofpowcr on short

&rm blsis which irdicstcd liar there was no much deficrl ln ttrc Slatc and rcqulrcment of lia St tc wa! mct by Eldirg l,l Enargy

Erchall8c

ii On discussion it \*0s informrd lh.t SLDC wo*cd ou( qustrturl! oflDwcr rcquEcd for lhc Statc bnscd or prcyious EeDd for thc pe od

Septembc. 2023 lo Mly 2024. As pc, SLDC, thc rcqurcd $rantum of.ncrgy was l200MW fo. ti. month of Scprcmb.r 2023 to

D.c.mb.t 2023 alrd t500MW for raouary 2024 to Mry 2024 Thc lcat hour quantum was asscsscd to thc cxtcnt of J00MW phc,eas

KERC 8!vc approval only for l000Mw lor thc monli of Scptcmbe. 2021 lo May 2024 rnd 250MW for perl hours On r revrcw of
power pu.chascd (hrouth Eoergy Exchas8c rcvcslcd th[l quantrun !,rocur?d dururg th. p€nod asntcd tom 20 72MW (Ja[uary 2024) to

I I 17 46MW (Matc$ 2024) which m&cst.d uffeallrlrc prqcclion by SLDC Thc avcr.tc quotrlum rcquEcd for tlc pcnod Scptcmbc.

2021 to Mry 2024 r{.s lpprovcd by KERC wes only l3E E9MU rgarnsl whlch Srarc procu.ldonly42 t lMuon lvcrstc besls whrch wss

only 30 83% again$ lhc lvcrlgc rcquircd quantum of l3t t9MU trhrch clcsrly rndrcalcr that thc projcctron Ertdc by thc SLDC was

urcorcct

[l Ttrc rcjcclion of lhc tendd on lhc trouDds that thc quantud ofpowct aya ablc lvrth tie Scncralor ls meagrc as lgauDt fic raqul5rtloned

quanturD and ttq pricc wls hi8ha, than (hc cl!6nn3 pncc of thc mlrkct was untcnabla as purchosa al lic ratc offcrcd by thc smgle btddct
would hsvc rcslllcd rn s savog ofRr I 13 42 crorc (Anncxurc) Fu[h.r, tha ratcs in Energy Ex.hanges is fluctusting rnd r ff.atcd by

demand and supply whcrcat llta powcr purchrrcd on short tclm brsis is fixcd for th. p.riod ofcootsact ticreby giving a mora stablc rat.
for th. supply

Thus, dllsy m finalBalior/ooD fmslrsslroh oftcnder foa procuramcnt ofgowcr on short term ba.srs has not only rcsultcd ur purchssa olpowcr rt
hith.r co3t of Rs I11,42 crorc but .lso m ao unfrrrrtful o(p.ndNrc ofRs 2.36,616! lowrrds payDcot of.dveniscmcnt chs.gcs

lllNo PcKLDDP3/ArA5/sT/2023-24/4908 dared 27 l0 2021
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The Senior Deputy Accountant Ceneral / AMG-tl,
Indian Audit and Accounts Department,
O/o. Principal Accountant General {Audit-ll),
Karnataka, Audit Bhavan, A Block,
P.B. No.5398,
Elengaluru-560 O0L

S irl lVIadarn,

povt ER co
(\,

afid)d
ComPanY

Sutr:

Ref:

Compliance Audit of the Power Company of Karnataka
Ltd, Bengaluru for the period 2A2A to 2024 - Reg.
l. Y.O. emaildated 27,08.2024.
2. Audit Observation reference: s I (OtsS 1447572\ dLd

23.08.2024.

With reference to the above, reply for AG audit observations dated

23.08.2024 on Loss of opportunit5r to procure enersr at lesser ratf, due to

non-finalizatir:n of tender for short term power purchase is enclosed

herewith at Annonur€-A.

Yotra t"altiiltrly,

2D)4

PCKL

ssf dra&. f.;J.ri.:,..){r f?d. rodt0 d{$' t.8.dg. codc''ncb-s60 00*

5th !:ioor, (PTCL Buiidinfi" Kavs.i ghav&rl, K G'Aoad, Bengatlru' 560 009



&NrEgSrRr-e

Sub: traea of opportulty to procure eDctglr at lesser rate dnc to aon-fiaali:atiou of teudcr for short
tcrE pot"er purcbara !.drltcd il addltiond burdca to the c-onalD'erg by Rc.l13.42 Crorc.

Ref: Audit Obgewation refereac!: tl {OBS-1447S72) dtd 23,A9.2A24.

Audlt obs€rration PCXL Reply

The Ministry of Power, Goverament
of lndia issued {30.03.2016}
guidelines for short. term
procurement of power by
distribufion licensees through tariJl'-
based bidding process. Based on the
guidelines and after comparing
rainfall trends and demand for
power of the previous years, the
State lrad Despatch Ccntre (SLDC)
made a forecast (25.08.2O23! for the
estimated power purchasc
requirement for t]le state of
Ka.rnatalca betxeen Septembcr 2023
to May 2024 .The hour wise Load
Generation Balance Report (LGBR)
was prepared after considering the
state thermal gcneration, hydel
power plant availability and expected
growth in demaad and quantum of
deficit waa worked out a:round

I f 20OMU F{TC power for the period
between September 2023 to
December 2023 and f SOOMU MU
RTC for the period between Jaluar-v
2024 to May 2024. Expected '

demand for .,r.ak hours '5AM to gAM'

Pactual

I



FC8L ReptyAudlt obaersatloa

& 6PM to loPM) was 500 MU. It was
also suggested t}lat any additional
power deficit that remain purchases
through bidding process, wouid be
procured on a day to day basis form
the power market
Accordingly, PCKL had requestd
(O4.O9.2O231 Kamataka Electricity
Regulatory Commission (KERC) for
procurement of required powcr
either through DEEP Portal or
Enerry Exchange for the stated
period and quantu-m. After detailed
discussions and considering the
need to procure short term power to
manage the grid, KERC approved
122.09.20231 the proposal to buy
short term power of l0O0 MW RTC
and 25OMW between 5 to t hrs and
18 to 22 hrs. from September 2023
to Mav 2024 with price cap of
approved State Power Purchase cost
of Rs.6.02493 per unit, through
DEEP Portal or Enerry 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.

Factua.l

After obtaining approval from KERC,
PCKL instructed (05.10.2023) State
Prc-Tcnder Scrutiny Cornrnittee to

7



take further action to invite tender
for procurement of power through.
competitive bidding route through
DEEP Portal or Enerry Exchange as

i the 0overnment has made
mandatory to undertake tl:e Pre-
teader scrutiny of the tenders and
estimates regarding procurement of
goods and services including
construction works, the value of
which exceeds Rs.50 crore. The
State Pre-Tender Scrutiny
Cornmittee requested (06.10.2O23)
PCKL to furnish administrative
approval and technicel sanction
before taking up the scrutiny of t.l'.e
procurernent. Since, administrative
approva.l was oot obtained for
procurement of short-term power for
the period october 2023 to tvtay
2A24, PCKL managed to get
adminrstrative approval by circular
resolr:tiori No.2 /2O23 and submitted
to Tender Scrutiny Committee on
09.10.2023. The State Fre-Tender
Scnrtiny Committee approved the
procurement subjcct to process the
tendcr $otilication by adopfing the
advisory and duly following the
di-rections in pa:a 6 {viii} <tf the GO

1 Fft 522 DXP-12/2O21. It was fi:rther
, iastructed to submit a compliance
report of the advisnry before floating
the tender The Cornpliance re?ort.

PICKL ltcpXy

Factual



PCI{L RoplyAudlt obewatloa
was submitted (25.1O.2023) to the
Committee after incorporating the

tions of the comnrittee.
Tender notification [] was issued for
procurcmcnt of 1000 MW RTC posrer
and 25OMW peak power for the
period from 20.11.2023 to
3L.O5.2O24 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
Compary was communicated
(O4. 1 1.2023) to the bidders. Due to
the clarification and amendments to
the RFP, there was time extension'for which four corrigendum sras
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 l23.l0.2a2q 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
defrcit, the PCKL requested the
Comrnission to remove the price cap

Factual

\

for purchas olyer the



6.udit obeewatlare FCIIL Reply

exchanges under reverse auction or
DEEP Portal to mect the prevailing
situatron. The Commission iniormed
pa.ll.2$Z3l PCKL to discover the
rate through DEEP Portal as per the
guidelines of MoP through tarilf
based bidding process and as per
the direction of the Comrnission
t22.09.2023\. The Company once
again requesred (28.I 1.2023) the
Comrnission to weive the ceiling
tariff of Rs.6.02a93/- per unit as the
ma.rket rates are more than the
ceiling price. The request of PCKL
was approved 11,3.12.2023]. with a
direction to discover the rate
through DEEP Portal as per the
guidelines of MoP through tariff
ba-sed bidding process wit}out
ceiling price. Oncc the rates are
discovered, PCKL shall submit the
bid rates to the Commission ior its
approvai. Since, tlte Comrnission
removed the ceiling price, a
corrigendum 5 dated 14.12.2423
was issued due to amendments in
the clauses in RFP for the DEEP
tender.

, Rfter all
I Manikaran
;paruclpated
I sor-rce of

these efforts,
Power Limited
ln the tender-

only
had
The

1'!"er su .,.,,1 y"u....!ge:td..,.... .....-.- ...
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Audit obssrvatloa
Energen ftivate Limited and DB
Power Limited. Since, there was only
one response, the matter was placed
(03.01.2024l' before the Standing
Committee for discussion and
decision. The Committee, after
deliberation and discussion, decided
to declare as technically responsive
for the opening of Initial Price
Offering [PO) on A5.01.2024.
Further, it was decided to seek
consent/dlrection of KERC after the
opening of the IID.

Subsequently, PCKL sought approval
(06.01.20241 for procurement of
power before opedng of IPO and the
Commission accorded approval
PCKL Corporate Office (16.OL.2A24]I
to open the financial bids and
submit the same to the Conrmission
for approval, if thc tariff discovered
is reasonable. Upon the approva-l of

I the Commission, the financial bid
was opened on 77.Q1.2O24 and,
placed before the Standing
Comrnittee {23.01.2024]l ior
eveluation of financial bid for tlre
procurement of 100OMW RTC & 250
MW peak power for the period
January 2024 to May 2024. A-fter
discussion, t}le Committee noted
that only meager quantum was

FCEL Repfy

Factual

svailable nst the r uisitioned
tj

I



Aadit obe€rvatiorl
quartum ,jra ttre qrotea price 

-ilail*
on the higher side compare to the 

ImaJket clearing price in the i

exchange and hence decided to
reject the trids.

PCI(L Rcply

The procurement of power on a short-term basis was not delayed by PCKL, as
detailed in the enclosed chronologr of events. PCKL took action based on the
I,GBR report submitted by SLDC on 25.O8.2024.

The lollowing clauses of MoP short term Procurement Guidelines dated
30.03.2016 wherein indicated to obtain appropriate comraission approvals;

4.7 The t+o&re4s) shall procure short term pourer as 1xr thc plan appmved. by
AryrcptiaE Commission or agprgpriate bodg os may haue been @nsat:.tbd.lor
the pwpose bA the Apptopdab Commissian. In sueh case dre Disfr0rlhon
iicsnsees will intimata ahout lh€ raitri.etron of thc proauemelr( proa€ss ,o tle
Awftpriare Commlssirn

4,2 In case proarement ol shon tenn pouar exceeds tie approwd an [ral ston
terrn proanefi.ent plan, lhe proc,.rerils) sh.rll obtain pnor opproval fram the
Appropriote Commrssion or ang appmpriate bodg as mcy hare been
constituted for the puwse by the Apprcpriatz Com"nlssion-

?.1 ?o ensure competitjven ss, the minimum number of Bklders shauld be at leost
tu,o lor each requisi.tion. I the nwnber ol Eidders rcsponding b the EFP Ls iess
than tu.b, and Proanrer sfill u,,ants to can inue with the seleaion ptocess, the
$el€cabn o/ that single Bklder may be dane ,.,,ith the .onsen, of dte Appraprtdte
Commission.

8.1 Aensrallg, ro deviatton shall be alloued from thase Quirtclines. HauEuer, d it
is essenlrol ta huE thc de:r/.ati{.n from tftese Cui,Celines , tlw sanne could be
done uith the prior appruual of the Appropriab Comrnissiozr

Qbgewatlona I

Though the action plan was
suggested by the SLDC in August
2023, tlere was a delay in obteining
approval lt. 22.09.2O231 from KERC.
Thereafter, the State Pre-Tender
Scrutiny Committee had taken time
al:nost a month for evaluation of
RFP bid documcnts from Sth
October 2023 Lo 25th october to
2423. Subsequently the tender
notirication was issued (27 .1O.2O231
and due to time extension, the last
date of submission of bid was
extended upto 29. 12.2023. Finalty,
the technical bid was placed
(O3.O1.2024') before the Standi$g
Committee . As there was a singie
participation, an approval was
requested {06.0 1.2024} from KERC
before opening of IP0. There was a
delay in accord approval
(16.01.20241 from KERC. The

r frnancial bid w*s opened on l Tth
' January 2424 and, placed before the
Sunding Committee for evaluation.



PCEL Reply

ln accordance with the above clauses of short-term procurement guidelines
issued by the Milistry of Power (MoP) approval froa ttte Commission is
requted for both the quaatum of power and the bidding documents. The issue
was discussed at the ESCOM8 and govern$ent level to filalize the quantum of
power to be procured. The proposal was sent to KERC on O4.O9.2O23
consequent to the SLDC projections for the procurement of power through the
DEEP-e-portal or the enerry 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 E>CP-12/2O21,
Bengaluru dated 13.12.2021., provides that 'CouL of Kanztdca is pleased to
undertakc the Pre-Tend.er Scrutiny of tlze bnd,ers and estimates regardhg
Proc-wem.ent of Good.s & *rvies irdttdir',4 Conslrz.tctir,n Works, thc ualue of
ushich erceeds Rg.5O.OO tr.

As per the above state directives, PCKL vide letter dated O5.10.2023 seek
approval from thc State Prc-Tender Scmtiny Committee for inviting tender as
tender value exceeds Rs.50 Cr. The committee's approvd was obtained on
26.10.2023, complying the ciarificatioas and observations made by them.
Although the tender v/as floated on the DEEP-e-portal under KERC's directive
to cap the rates, no bids were received, and the tender had to be erdended six
times. After KERC rcmoved the cap on rates, PCKL received bids, though for a
minimal quaitLlrn and higher cost compsred to power merket rates during the
bid opening period.

PCKL adhered to the conditions, rules, and regulations estab[shed by MoP,
KERC and the Oovernment of Karnataka.

From tle above, lt ls erldeat ihot {1616 s&! D,o delay ia irsvttisg tle
tender ctlled by PCE, for procuremcnt of porer. The deffclt raa EGt
thro-gh Sec6ol-11, BasHrg arrangoneDt, allocation of poset &ou IITFC
gtatloan aad addltloaal dctlclt tras met throsgrt Energz Eacha!8ea as
stated la tLe TABL&1.

Audlt obs€reation

The Standing Cornmittee evaluated
l23.OL .20241 the financial bid and
rejectcd it stating that the guantum
of power available with the generator
is meaSre as against the
requisitioned quantum and the price
was higher than the clearing price of
the market. It was noticed that thcre
was delay in each & every stage of
approval and there was laxit5r in
proceeding with the procurement of
power on short term basis which
indicated that there was no much
deicit in the State and requirement
of the State was met by trading in
Energr Exchange.
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Obsereatiols 2

I On discussion it ura6 informed that
|SLDC worked out quanturn of power

required for the State based on previous
r€nd for the pcriod Septemb€r 2023 to

. May 2024. As per SLDC, the required
quantum of cncr6r was 1200ldW for thc
month of Septcmber 2023 to Dccembcr
2023 and 15O0MW for Jarruary 2024 to
May 2024. The peak hour quaatrrm was
assessed to the extent of SOOMW
whereas KERC gave approva.l only for
1OOoMW for the month of September
2023 to May 2O2a and 25OMW for peak
hours. On a review of powcr purchased
through Energr Exchange revealcd that
quanturn procurcd during the period
ranged from 2O.72MW (January 202a)
to I 1 17.46 MW (March 2024) which
indicated unrealistic projection by
SLDC. The average quantum rcquircd
for tlre period September 2A23 b May

.2024 was approved by KERC was only
138.8qMU against ivhich State procured

'orJy 42.81MU on average basis which
was only 30.830/o against the average
required guantum of 138.89MU which

' clearly indicates that the projcction
made by thc SLDC '&a6 incorrect.

The detailed chronolos/ events related to procurement of power under short- i'
term basis through DEEP Portal is at A[ncr8re.l.

The projection done by SLDC as against the procurement done through energ/
exchange / bankiag / section-l1 / NI"C Power {Farakka unit} is exactly
matches cxcept for the month of Mat-2O24. The comparison of the energr
projectcd by SLDC and energr actua-lly procured is as belorv:
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The projections made by SLDC w€te based on the tacts a-tld circumstances
available at thc time. However, v:rious decisions were takcn to address the
demand crisis caused by the failure of th€ monsoon. Despitc these factors,
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Audit obsonratica

ObaetYetlorae 3

The rejection of the tender on thc
grounds that the quantum of power
availablc with the genera.tor is meagfe
as against the reguisitioncd quantum
and the pricr was higher than the
clearing price of thc markct was
untenablc as purchase at thc retc
offered by the single biddcr wou.ld have
resultcd in a saving of Rs.l 13.42 Crorc
(futnexurc)- Further, tiic rates in Energr

BCIrL Reply

was in Ma-rch 2024, wher: the state's demand remained consistently above
f6,50O MW throughout the month. To meet tlis sustained demand, additional
power was procured from exchanges. F\rther, the state experienced its highest
peak demand on L2.03.2O24, reaching 17,220 Nl\tl i.e. in the month of Mar-
2024.

To 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 kadesh Aom
October 2023 onwards.

b) The imposition of Section 1l of the Eiectricity Aet on 16.10.2023,
requiring generators within Karnataka to supgly power.

c) Allocation of 6rm power by the Ministry of Power (MoP) of up to 3OO MW
from November 2023 to J'une 2024.

In addition to these measures, thc state procured power through exchanges
across all ma-rket segments at rcasonable rates to bridge the remaining deficit.

Froar the above, thc proJectloa aade by the ALDC was cloeely tnatcbes
rlth the actsal dom.and I coaeuaptloa.

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 cha:ges. To
accurately compare costs, the quoted rates should have T-GNA charges
applicable for the respective month addcd to them. A comparison of the quoted
rates and the rates at which pov/er was procr:red through exchanges for
Janua4r, February and May 2024 is provided below:

10
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Audlt obscreetion

Exchanges rs fluctuatung an<i affected by
dcmaad and supply whcreas the power
purchased on short term basi.s is fixed
for the period of contract thereby giving
a more stable rate lbr the supply. Thus,

,delay in {inairzatior / non linalization of
tender for procuremant of power on
short tcrm basis has not only resulted
in purchasc of power at higher cost of
Rs.I 13.42 Crore but a-lso in an
unfruitful elpenditu.e of Rs.2,36,6 16/.
towards pay:nent of advertisement
charges

!dootll
QoetcdEtcr ly tt-{
biddo* hclEdtns I

l atc i.u whleL lrq$cr procnrrd
tlrgugb crcta8scs dqrrDg thc

PCNI, Reply

l
-t

Jan-2024 "8f tE:ryqs
1 t.03

..-_rlr,9!!&.
9.75

Bld
Quultqrs

lo lfu

R.ts
{TGT{A

cbSrA4l
R!/XFh

Eicb&8
ga Rate
Rr/kwl

A.e.ou.tt
R6. irr Cr.

B.tit 96.6s

975 20.20

B.l7

9.23 r03.o1

*-i

ir 36

.a

Feb'2024 8,63 8.17
Ma1, -2024 8.66 9.23

There is no loss to the Consumers cornparing the quantum offered by the
bidders a.nd rate with thc exchange rates in the month of Jan-2O24, Feb-202a
& May-2024, the following tablc gives thc comparison;

13,.1*t.h

Jan.24 (rl l I,UJ

Fcb-24 194.88 8.63

May-24 1 1r.6

i Dllrcrtacc
Rt- h Cr

t59 22 8.96

TI}TA' 5.2G

(rf J8ll-20?a, thc quanturn offered by the bidder at pea.k hours considercd

Bidders offered peak power (5O MW @ Rs. f 3/Unit) for the month of Ma*2A24
and no quantum offered for the month of Aprii-2024

l
I

l

HcEGe requ.sted to drop tLc abovc obccrrntiona u"ade in !.idc Audit Obrereatiott Rcf: f1 (OBS-1rt47572)

dated 23.O8.2O24 on strort ternt procuteaelt.

Alrouat
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