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INTRODUCTION

1, the Chairman, Committee on Public Undertakings (2019-2021) having
been authorised by the Committee to present the Report on its Hehalf, present this
Nmety Eighth Report on Kerala State Electricity Board Limited based on the
Report of the Comptroller and Auditor General of India for the year ended 31st
March, 2013 relating to the Public Sector Undertakings of the State of Kerala,

The aforesaid Report of the Comptroller and Auditor General of India for the
year ended 31st March 2013, was laid on the Table of the House on 10-6-2014.
The consideration of the audit paragraphs inclided in this Report and the
examination of the departmental witness in connection thereto was made by the
Committee on Public Undertakings constituted for the years 2016-2019
at its meeting held on 14-6-2017.

This Report was considered and approved by the Committze (2019 -2021) at
its meeting held on 17-7-2019. '

The Committee places on record 1ts apprematwn for the assistance rendered
to it by the Accountant General (Audit}, Kerala in the examination of the Audit
. paragraphs included in this Report. :

The Committee wishes to express its thanks to the officials of the Power
Department of the Government Secretariat and Kerala State Electricity Board
Limited for placing the materials and information solicited in connection with the
 examination of the subject. The Comnmittee also wishes 1o thank in particular the
Secretaries to Government - Power and Finance Departments aad the officials of
the Kerala State Electricity Board Limited who appeared for evidence and assisted
the Committee by placmg their views before it.

- C. DIVAKARAN,

Thiruvanahthapuram, Chairman,
17th July, 2019, h Committee on Public Undertakings:



REPORT ' ‘
On .
KERALA STATE ELECTRICITY BOARD LIMITED
AUDIT PARAGRAPH 3.1.1 to 3.1.7.12 (2012-13) '
Introduction
3.1.1 Power scenario in Kerala

The consumptibn of domestic sector has been increasing and now it accounts
for approximately 49 per cent of total energy consumed in-the State. As a
consequence, State energy demand corresponds to the domestic consumption
pattern and the demand during peak hours ( 6 pm — 10pm) in the State is about
50 per cent higher than that during off-peak hours, forcing Kerala State Electricity
Board (KSEB) to purchase power. KSEB meets power requirement of the State
through gencration and purchase in the following manner. -

- ¢ Through Hydel Power Plants which contribute 70 per. cent of the total
Installed Capacxty,

= through power allocatmn from CGS as decided by the Ministry of Power
(MoP) in advance;

* purchase from Independent Powe: Producers (IPPs) set up in the State
with whom KSEB has entered into long term Power Purchise Agreements
(PPAs) and

* Emergency purchase from Power Exchange (Indian Energy Exchange
(IEX) and Power Exchange India Limited (PXIL) and various Traders.

KSEB purchased 56,529 Million Units (MU)! at a cost of ¥ 22,098 crore
during the five year period up to 2012-13 through long term agreements, Letters of
Intent (Lol) and on contingency basis. There were 56 fong term agreements of
which 16 pertained to CGS, 37 pertained to small IPPs and three pertained to major
IPPs and detailed in Annexure 11. In addition, KSEB purchased power on short
term basis from various traders through issue of Lols and from power exchanges
on Day Ahead/contingency basis.

1 - Asper Annual Accounts up to 2012-13 (Accounts for 2012-13 are Provisional}

1407/2019.



Power Purchase Management

3.1.2 KSEB proposes its annual demand fdrecast, Hydel/Thermal Generation
plan and Power Purchase plan in the form of Aggregate Revenue Requirement and
- Expected Revenue from Charges (ARR) submitted to Kerala State Electricity

Regulatory Commission (KSERC) for approval. After obtmmng approval for
"ARR, Chief Engineer (Commercial & Tariff) (CE/C&T) manages purchase for
long, medium and short term, Purchase in the nature of contingencies, day ahead
and purchase from Power Exchanges to meet the daily deficits are managed by
~ Chief Engineer (Transmission — System Operation) (CE/T- -50). The power
Position scenario is reviewed on a monthly basis by the Power Position Committee
chaired by the Member (Transmission and Generation Operations). In addition,
. Core Committee constituted (15 January 2010) under the supervision of CE/(C&T)
also reviews the power position of the State on weekly basis and provides creative
' suggestions on power purchase activities.

Scope of Audit

3.1.3 The Performance Audit conducted during May-July 2013 covers the
power purchase transactions of KSEB during April 2008 to March 2013. The
records_ of KSEB relating to planning of purchase of power and payments were
examined with a view to analyse the economy, efficiency and effectiveness of
power phrchase in KSEB. All the Iong term agreements and Lols and Day Ahead
purchase were also examined in andit.

Audit objectives
3.1.4 The objectives of the perfonﬁance audit were to ascertain whether:

* KSEB Planned the purchase of power in accordance with
forecast/demand/availability

* KSEB complied with the legal requirements, procedures and policy
guidelines laid down by the Government, Centra} Electricity Regulatory
Commission (CERC)/Kerala State Electricity Regulatory Commission
(KSERC) regarding purchase of power.
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* The PPAs entered into by KSEB were. in line with the estabﬁsh‘ed
. guidelines; : '

* the pfovisio_ns in the PPAs were in the interest of KSEE;
*  the PPAs were operationalised as per its terms and conditions and ‘

*  there were adequate internal controls to monitor the activities relating to
purchase of power,

Audit Criteria _
3.15 The audit criteria flowing from the following records were adopted:
* The provision of the Electricity Act, 2003;
* National Electricity Policy; ‘
. Elect:ri.c’ Power Survey Report of Central Ele;ctticity Authority (CEA)
* Policy documents of the State Government on IPP projects;
* Regulations and Guidelines issued by MoP, CEA, CERC, KSERC,

Southern Region Load Despatch Centre (SRLDC) relating to purchase
and scheduling of power; o

*  11% and 12" Five Year Plans,Guidelines/Orders issued by KSEB and the
decisions taken by KSEB and -

* Terms and Conditions in the Tender documents and Agreements.
Audit Methodology '

3.1.6 The methodology adopted for attaining audit objectives with reference
to audit criteria consisted of explaining audit objectives to top managernent,
scrutiny of records at Head Office and selected units, interaction with the auditee
personnel, analysis of data with reference to audit criteria, raising of audit queries,
discussion of audit.findings with the Management and issue of Draft Performance
Audit Report to KSEB/Government for comments. ‘The entry conference to
explain the audit objectives was held in May 2013, Subsequently, audit findings

- were reported to KSEB and the State Government (October 2013) and discussed
in an Exit Conference (November 2013). The Exit Conference was attended by,
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representatives of KSEB/State Government. KSEB replied {November 2013) to
audit findings and reply from Government is awaited (January 2014). The replies
have been considered while finalising this Performance Audit Report.
Audit Findings '

3.1.7.1 Peak demand, Generation capacity and purchase of power

Peak Demand, Installed Generation Capacity and Peak Deficit of Power in
the State is depicted in the following chart:

—

Chart 3.1.1: Details of Installed Capacity, Demand and Deficit
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(Saurce: Annual Accounts of KSEB)

Own generation of KSEB from Hydel and Thermal Plants increased from
6440 MU in 2008-09 to 8290 MU in 2011-12 and decreased to 5328 MU in
2012-13. The purchase was mainly to meet the peak demand deficit. There was
peak demand deficit throughout the period ranging from 222 to 528 MW and
KSEB resorted to purchase of power from various sources under
short/medium/long term basis. Purchase of power from various sources such as
CGS, IPPs, Power Exchanges, Unscheduled Interchange (UI) and Traders
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increased from 16,069 MU in 2008-09 to 20,245 MU in 2012-13. The following
factors also led to purchase: ‘

* Insufficient installed capacity to meet peak demand -and failure to
commission new projects for capacity addition and envisaged in five-year
plans. '

* Low availability of water at Hydel Stations due to poor monsoons.

*  The general swrategy followed by KSEB for optimisation of generation
and powef purchase, as disclosed in the ARR 20}1-12, was to conserve
maximum water in the reservoir during monscon season by limiting

' generation and purchasing power from outside sources at cheaper rate.

_ ¢ Failure of CGSs to supply power as agreed upor.

" *  Transmission and Distributioq loss in excess of norms fixed by KSERC.
Planniﬁg ' |
3.1.7.2 Lohg term plans to meet power demand deficit

Based on the approach papers released by the Planning Commission of India,
national objecuves in Power Sector and State Planning Board, KSEB prepared its
approach paper for 11* Plan Period 2007-2012, It consisted of three areas-Generation,
Transmission and Distribution. Generation Plan was evolved based on the
objective to provide electricity to all at an affordable price and to meet the
projected demand during the 11* Plan period by developing Hydro Electric
Projects in the State and ensuring share from upcoming Inter-State Projects.

The Demand Projection made by CEA, as a part of the 17* Electric Power
Survey (EPS) was also considered. while formulating the 11* Five year Plan of
KSEB. With the implementation of the Plan, KSEB expressed to fully meet the
energy demand as projected in the 17" EPS,

The installed capacity existing at the beginning of the plan period was 2650
MW (11,950 MU). The projected demand and energy requirements as per 17" EPS
vis-a-vis capacity addition planned by KSEB to meet the deficit during the five
year period up to 2011-12 was as follows:
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Table 3.1.1: Details of projected demand and energy requirements

Projected demand | 2007-08 |2008-09 |2009-10 | 2010-11 |2011-12 | Total

Peak Demand (MW) | 2856 3004 | 3159 | 3335 | 3528

Total Energy| 15217 | 16096 | 17025 | 18077 | 19230 | -
Requirement (MU)? ’

Capacity Addition Requirement

Demand (MW) 540.39. |185 193.75 |220 241.25 {1380.39

The capacity addition requirement was arrived at by including the installed
capacity deficit as well as the power purchased from IPPs which is much more
costly. .

To Achieve the goal of capacity addition, a Project Monitoring Cell was
"constituted under Chief Engineer (Corporate Plannin_g). KSEB considered the
following Plan for Demand Deficit Management.

*  As the Hydel Power was the only commercially viable source for power
generation within the State, it was proposed to add an installed capacity of
610.15 MW/1640.73 MU through the completion of five® ongoing hydel

- schemes and 25 new schemes

. 'Expansion of Rajiv Gandhi Combined Cycle Power Plant (RGCCPPY and
reducing generation cost of power from existing liquid fuel stations of
KSEB?®, both dependent upon long term avallablhty of LNG in Kerala at
affordable prices.

*  Coal basec Inter-State Projects on long term basis.

Including T&D Losses
128.75 MW/407.27 MU
. 481,40 MW/1233.46 MU :
An IPP owned by NTPC at Kayamkulam, Kerala.
Brahmapuram Diesel Power Plant (BD'PP) and Kozhikode Diesel Power Plant (KDPP),

& oA WN




7

Audit noticed that as against the required capacity addition by 1380.39 MW,
KSEB planned capacity addition of 610.15 MW only during the 11* Plan,
However, actual addition in generation capacity was only 214.20 MW leaving a
total deficit of 1166.19 MW.. Considering the uncertainties in Hydel projects and
price fluctuation in the international crude oil market affecting the cost of power -
‘ purchased from IPPs, KSEB envisaged the necessity for purchasing sufficient
power from Coal based [nter—State Projects on medmm/long term.

Baltaram Coal based Inter-State Project

As per the new Coal Block Allocation Policy of the Government of India,
Ministry of Coal (MoC) alloted (July 2007) the Baitarani West Coal block in
Talcher Coal fields in Orissa to KSEB jointly with Qrissa Hydro Power
Corporation (OHPC) and Gujarat Power Corporation Limited (GPCL) with one
third share for each of the allottees. The estimated reserve of Baitarani was 602
~ Million Metric Tonnes (MMT) and the share of KSEB was 200.67 MMT at an
annual productibn of five MMT which was sufficient to run a plant for 25 to 30
years. - A Joint Venture for setting up a power plant of 2000 MW capacity was
created (April 2008) for this purpose. However, the power plant did not
materialise because of which the said coal mine had been de-allocated.

KSEB replied (November 2013) that the shortfall in capacity addition was
mainly due to the hurdles in implementation of Hydro Projects on account of
Forest and Environmental clegrances, litigation on land acquisition, etc.; which 7
were beyond the contro! of KSEB In the case of Baitarani project, the High Court
of Odisha had stayed the order of de-allocation and invoking of bank guarantee and
it is expected that the coal block would be re-allocated to Kerala. -

Thus, the actions initiated by KSEB for purchase of power on long term basis _
has not materialised so far (January 2014)

3.1.7.3 Medium Term Power Purchase Plan

Since existing capacity was insufficient and long term plans of adding to the
generation capacity were not fructifying KSEB had been procuring power from
CGSs based on allotment fixed by MoP and from IPPs by executing long term
agreements. The average purchase prices of power from CGS and IPPs during the
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period 2008-2013 ranged from ¥ 2 to X 3.13 and ¥ 7.7Z to X 12.62 per unit
respectively. Ewven these arrangements were not sufficient to meet the peak
demand deficit. KSEB had therefore to resort to purchase on emergency/short term
basis through traders and power exchanges. The cost of purchase was even higher,
ranging from X 4.41 to X 7.73 per unit from May 2008 onwards. As the purchase
price of power from short term market was higher, KSERC directed {Aupust 2008)
that procurement of power shall be for longer duration through competitive bidding
process.

" Accordingly, KSEB planned for procuring power for a period of five years on
medium term basis. Board accorded sanction (November 2009) for initiating Case
I route’ bidding process for procuring 300 MW Round the clock (RTC}) power and
100 MW Peak power (6 pm — 10 pm) for a period of five years from January 2012
to December 2016, .ThE: approval of KSERC was received on 5 Cctober 2010 and
CE (C&T) invited ( April 2011} two part bids. As only two offers® were received
(06 July 201i), the Core Committee (18 and 22 July 2011) and Evaluation
Committee (21 July 2011) discussed varicus aspects of bids receivad and expressed
their apprehension over less number of participants. The price bids were not
‘opened as the quantum of power offered on RTC basis was only 240 MW as
against 400 MW tendered. Based on suggestion of the Evaluation/Core
Committees, Board decided (August 2011) to re-tender Case I bidding for which
KSEB filed petition for approval before KSERC on 2 June 2012, after a lapse of
10 months. Approval of KSERC for re-tender was received on |5 October 2012
and revised tender notice for procuring 300 MW RTC power and 100 MW peak
power for three years through Case I bidding was issued on 12 November 2012.
KSEB finalised (22 April 2013) the Case I bidding for procuring 400 MW power
(300 MW RTC power from NTPC Vidyut Vyapar Nigam Limitad at the rate of
% 4.49 per unit and 100 MW RTC power from PTC India Limited at the rate of
¥ 4.45 per unit) for a period of three years from March 2014 to February 2017.

7 Under Case 1 bidding route location of the power station and fuel are not specified.

8 JSW Power Tradir.g Company Limited, New Delhi (offered 200MW) and Vandana Vydyuth
Limited, Raipur {offered 40 Mw) : ‘



Audit observed that: ' e

(1) Process of bidding under Case I for medium term power based on the
decision of the Board (May 2009) initiated in April 2011 could be finalised only in
April 2013 as against the time schedule of four months by August 2011 fixed for
the whole process. A detailed chronology of events indicating undue delay in
processing the bid under Case I is summarised in Annexure 12,

(i) As per existing CERC Regulations®, transmission corridor was available
at a stretch only for a period of three years. lgnoring this fact the Board went
ahead with Case I route bidding for procuring power for a period of five years
which proved to ba unsuccessful and resulted in a retendering process. A mere
amendment of limiting the period of supply to three years in the revised tender
issued in November 2012, led to KSEB receiving proposals from nine bidders and
finalising (22 April 2013) of the Case I bidding for procuring 400 MW, |

(iii) On account of undue delay in arranging power supply on medium term
basis through Case I bidding route, KSEB had to purchase costly power from short
term/day ahead market through power exchanges, traders, etc. The avoidable extra
expenditure even at the weighted avérage rate of both Indian Energy Exchange-
(IEX) (day ahead/term ahead) and UI worked out to ¥ 244.07 crore (Annexure 13)
during the period from January 2012 to March 2013" as compared to Medium
Term Open Access (MTOA) rate, '

'KSEB replied (November 2013) ‘that Lol issued for 3155 MU of power
during the said period did not materialise due to non-availability of corridor, which
was beyond their control. The reply was not acceptable due to the fact that as on
January 2012, corridor was available under MTOA basis which could not be
availed by KSEB due to non-finalisation of the tender in time.

9  CERC (Grant of Connectivity, Long-term Access and Medium-term Open Access in Inter-State
Transmission and related matters} Regulations, 2009, - '

10 KSEB invited first tender for supply of power from January 2012 onwards and loss worked out
. upto the period covered iri audit.

s
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Poor planning leading to emergency purchases -

3.1.7.4 Purchase cost planned by XSEB, approval given by KSERC and
actual purchase cost during the five. year penod 2008-13 is depicted in the
following chart:

* Chart 3.1.2: Details of Planned, Approved and Actual Cost
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(Source: Annual Accounts of KSEB)

In all these years except 2010-11, actual purchase cest exceeded planned and
approved cost.

The high pufchase cost referred to above was mainly due to poor monscon
and consequent reduction in Hydel generation and in case of 2012-13, actual
purchase cost far exceeded the planned and approved cost as there was supply
curtailment by CGS. However, Audit noticed that poor planning also contributed
to-the high purchase cost as described belcw:
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As per annual accounts, KSEB purchased 56,529 MU at a cost of % 22,098
crore during the period from 2008-09 to 2012-13. Details of power purchased as
per plan by the CE (C & T) and the contingency purchase made by CE (T-S0} are
- shown in table below:

Table 3.1.2: Details of power purchased as per plan and contingency purchase.

Year |Purchase by CE (C & T) Purchase by CE (T-50) Total .
Long ; Short | Total I % | Power Unschg Total | % | POWer
Term | Term | (ML) Exchan | eduled | (MU_) ‘ Purchise
(IPP+C | (MU) ges Interch | i (MU)
GS(MU) (MU} | ange ! '
' (M)

2008-09{ 8662 166 | 8828 |94 267 305 572 16 9400

2009-10| 8855 230 | 9085 . 52| 394 371 | 765 | 8 9850

2010-11] 8229 661 | 8890 | 88 392 756 | 1188 112| 10078

2011-12 8594 862 | 9456 1 88| 811 | 533 | 1344 ;12| 10800

2012-13| 10483 | 1761 |12245|84 | 1316 | 958 | 2274 ;16| 14519 -
Total | 44823 3680 | 48504 3180 | 2963 6143: | 54647

As seen from the above Table, purchase made by CE (C & T) decreased from,
94 per cent in 2008-09 to 84 per cent Iin 2012-13 with corresponding increase in
costly Day Ahead purchase by CE (T-SO) from six per cent to 51xteen per cent
within the five years ended 2012-13.

3.1.7.5 Swapping of power by deviating from Power Purchase Plan for 2011-12

As per system in vogue, KSEB resorts to swap mechanism to supply power
when there is a comfortable position of power and enough transmission
arrangements for return of power, KSEB, however, in 2011-12 swapped power
when there was deficit and without ensuring availability of corridor for
return of power.

11  Figures are as per Monthly Power Purchase statement of CE (C&T).
" The difference of 1882 MU was stated to be due to External Transmission loss (PGCIL loss).
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The Generation and Power Purchase Plan of KSEB for 2011-12 projecting
the annual energy requirement at 18,534.53 MU and peak demand at 3280 MW
against which ahticipated avail'ability-of energy from Hydel stations and CGS was
15,418.61 MU was submitted to KSERC in February 2011. In order to meet the
balance requirement of 3115.92 MU, KSEB proposed to schedule 181996 MU
from RGCCPP of NTPC, other liquid fuel stations and small IPPS and remaining
deficit of 1295.96 MU to be purchased from short term market. The month wise
deficit in energy and peak demand anticipated by KSEB was as follows:

Table 3.1.3: Details of month-wise deficit in energy and peak demand

2011-12 | Apr | May ! Jun| Jul | Aug| Sep | Oct | Nov | Dec | Jan | Feb | Mar{ Total

Energy
91.5) 154. | 69. | 78.5|97.5176.8{709, 111.6 | 120.6 | 136.2 | 154.7 ! 132
Deficit 12595.96
) 2 68 | 19{ 7 7 5 5 9 2 8 3 99
{in MU} ,

Peak
Demand . - )
1240 | 291 1207|102 | 104§ 163 [ 155 | 34 105 157 | 188 | 43 -
Deficit _ '

(in MW)

The anticipated shortage increased from 129596 MU to 2210.96 MU as
KSEB came to know that there would be delay in commissioning of new CGS
stations and expected consequent reduction in availability of power during the first
half of 2011-2012 by 915 MU. KSEB therefore sought permission of KSERC in

May 2011 to purchase the additional quantity of 915 MU also from short term
markets. '

While the Power Purchase Plan with anticipated deficit in energy was
pending approval of KSERC™, an offer for swapping 100 MW RTC power in the
month of July 2011 and 30 MW RTC power in the month of August 2011 from a
Trader - GMR Energy Trading Limited (GMRETL) was received in March 2011.

12 Approval was received on 1 June 2011.
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The Full Time Members (FTM) accorded sanction® for banking (swapping) of
power based on the recommendation of CE (C & T) without inviting tenders. The
Full Board ratified (12 May 2011) the swapping of 100 MW RTC power through
GMRETL to a Northem Region Utility (NRU) for supply in July and 30 MW in
August 2011 subject to following conditions:

*  NRU shall return 105 per cent of the quantity supphed by KSEB in the
month of February and March 2012 respectively.

* NRU and GMRETL shall execute a tripartite agreernent with KSEB to
ensure return of power.

Accordingly, a tripartite agreement among KSEB, GMRETL ‘and BSES
Rajadhani Power Limited (BRPL), a NRU, was executed on-23 May 2011 -
mcorporatmg the above conditions,

- On receipt of another offer (3 May 2011) from GMRETL for swapping of
power in May and June 2011 the CE (C & T) invited (18 May 2011) tender to swap
100-200 MW off peak power in June 2011 to be returned during Peak/RTC in
March 2012. Against this, three offers including GMRETL were received. The )
offer of GMRETL was accepted and a tripartite agreement executed on 26 May
2011 for swapping 100 MW firm power through GMRETL to BRPL for supply in
. the month of June 2011 subject to condition that BRPL shall return 101 per cent of
the quantity supplied by KSEB in March 2012 and GMRETL shail pay at the rate
of X 8.60 per unit for any shortfall of retun POWET.

Thus, KSEB had made swap arrangement with BRPL for about 230 MW of
power (100 MW in June, 100 MW in July and 30 MW in August 2011) in total
under above two Power Swap Agreements (PSA) with return of power during
February and March 2012. Against the quantity of 121.94 MU supplied, 126.96
MU was to be received. However, quantity returned was only 41.54 MU leaving a
shortfall of 85.42MU.

Audit observed following lapses in execution and monitoring swap
agreements: o

13 Vide Board Order (FM) No. 1146/2011 (Comml/SWAP/2011-12) dated 7-5-2011.
14 Ratification of the Full Beard was obtained only on 30 May 2011
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*  KSEB decided (May 2011) to swap power during the months June, July
and August 2011 wherein it anticipated peak-deficit of 69.19 MU, 78.87
MU and 57.57 MU respectively. Further, KSEB's decision to swap while
the power plan was pending approval would vitiate the KSERC's tariff
fixation. ' - .

*  During the period from- June to August 2011, 121.94 MU of power was
given .on swap through GMRETL. However, there was no surplus power
to offer on swap. This was therefore arranged from purchased power and
the cost of power given on swap worked out to T 43.29 crore. It is
pertinent to note that the CE (T-SO) had foreseen the situation of
‘non-availability of surplus power but this was ignored.

* Actal swap return by NRU was. only 41.54 MU leaving a shortage of
85.42 MU (64.96 MU in February and 20.46 MU in March 2012) due to
non availability of sufficient corridor. As sufficient corridor was not
avatlable during February and March 2012, GMRETL requested the
permission of CE (C & T) for participating in the e-bidding for access of
corridor.  KSEB, however, did not give permission t¢ the Trader for
participating in e-bidding for obtaining corridor.

* Due to non receipt of agreed quantity of power, KSEB was forced to
purchase costly power from short term market at ¥ 7.27 per unit in
February and ¥ 6.87 per unit in March 2012. The extrs expenditure on
this account worked out to ¥ 30.95 crore (64.96 MU at the rate of T 3.72
per unit and 20.46 MU at the rate of ¥ 3.32'® per unit).

KSEB replied (November 2013) that there was no energy deficit when
swapping. was done. The reply was not acceptable as KSEB had anticipated
purchase of high cost power from IPPs and Traders to the extent of 88 MW,
313 MW and 113 MW during June, July and August 2011 respectively to make |
good and deficit in peak demand. Even after considering purctase; there were
deficits in peak demand during June (230 MW), July (157 MW) and August 2011
(393 Mw), '

Thus, the imprudent decision 1o swap power during June to August 2011
ignoring the actual power position and without ascertaining the availability of the:
corridor resulted in extra expenditure of ¥ 30.95 crore.

15 Short term rate of X7.27 less cost of power given on swap @ X3.55
16 Short term rate of ¥ 6.87 less cost of power givenonswap @ ¥ 3.55
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Finalization and signing of PPA
3.1.7.6 Power Purchase Agreemems with Private IPPs

KSEB executed long term PPAs with following two private IPPs'in Kerala
in order to mitigate the power crisis in the State, The installed capacity, date of
agreement, etc., are given below:

Table 3.1.4: Details of private IPPs

i D i
Date of . Installed capacity . a:::: i
mime
Name of IPP | agreement | f co emlal
l and expiry In MW In MU of commerc
5 o operation
Kasargod
Power 20-8-1998 & 185.52 per :
21,178 14-5-2001
Corporation 31-3-2016 ! annum 0 _
Ltd. (KPCL) '
| BSES Kerala . ‘
' -5-1999 & 7
Power Limited | > > 1503 © 157 1387per b 12001
. ' 31-10-2015 annum I
(BKPL) : ! ]

As per the agreement, KSEB was bound to pay monthly fixed charges to the
[PPs even if there was no purchase of power till the expiry of agreements. Since
the production of power by above IPPs was based on petroleum products” the cost
per unit was higher compared to Hydel Power and power from CGS. Hence,
purchase of power from IPPs was restricted to minimum quantity.

Meanwhile, two Power Exchanges, Indian Energy Exchange (IEX), Power
Exchange India Limited (PXIL) came into existence in June 2008 and October
2008 respectively. As the purchase price of power from above Exchanges was
lower, KSEB purchased more power from them and reduced the purchase from two
1PPs to the considerable extent as shown below:

17 High Speed Diesel 0il, Low Su'!phur Heavy Stock and Naphtha.
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Table 3.1.5: Details of average purchase cost per unit from IPPs

. Va
Year Unit in MUs c::'::s riable : To-tal cost A‘:::iengm
(T in crore) ch.arges (X in crore) (X in crore) |
(X in crore)
KPCL .
2008-09 57.28 8.72 108.01 | 11673 12.00 -
2009-10 75.06 9.76 50.67 60.43 8.05
2010-11 27.06 7.58 21.44 29.02 10.72
2011-12 10.05 6.79 11.25 18.04 18.00
2012-13 2.60 3.25 3.24 6.49 24.90
BKPL ' '
2008-09 B47.25 89.35 552.97 542.32 7.58
2009-10 576.70 -88.41 369.19 458.00 7.93
2010-11 222.96 86.43 189.46 275.89 12.37
2011-12 45.44 59.05 44.32 103.37 22.75
2012-13 131.34 88.33 148.51 236.84 18.03

From the above Table it could be seen that purchase from KPCL drastically
reduced from 97.281 MU in 2008-09 to 2.60 MU in 2012-13 due to which average
unit cost of power stood at X 24.90 per unit in 2012-13 as against ¥ 12 per unit in
2008-09. Similarly, purchase from BKPL incréased from 847.25 MU to 131.34
MU during the five years ended 2012-13 and average cost per unit stood at X 18.03
per umit in 2012-13. At the same time, purchase of power from Exchanges
increased steeply from 267.11 to 1315.99 MU as the average cost of power from
Exchanges was much lower than that of the IPPs which ranged from ¥ 3.98 to

X 7.47 per unit.

In the above circumstance, renewal of PPAs with KPCL and BKPL after
validity period may be reviewed considering high cost and availability of power
from other sources at lower prices.
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KSEB replied (November 2013) that renewal of PPAs would be done after
detailed discussions at “various levels and observmg statutory regulations for -
purchase of power.

Provisions in the PPA

~ 3.1.7.7 IPPs are power plants within. the State of Kerala with whom KSEB
has entered into long term PPA. As on March 2013 there are three major IPPs
using non-renewable energy resources and 37 small IPPs using renewable energy
resources of which 33 are wmd power projects. '

Non Compliance of renewable energy purchase norms

Electricity Act, 2003'" mandates KSERC to promote co-generation and
generation of electricity from renewable sources by providing suitable measures
for connectivity with the grid and sale of electricity. It also requires that specified
percentage of total consumption of electricity in the area of a Distribution Licensee
should be from such sources. Accordingly, KSERC fixed (June 2006) norms for
purchase of renewable energy vide Power Procurement from Renewable Sources
by Distribution Licensee Regulations, 2006 whereby each Distribution Licensee
shall purchase a quantum of five per cent of its total consumption of energy from
renewable sources. Out of five per cent, two per cent shall be from Small Hydro
Projects, two per cent from Wind and one per cent from all other sources. Audit
noticed that KSEB could not achieve the norms fixed for wind energy for the years
2008-09 and 2009-10 as detailed below:

Table 3.1.6: Details of wind energy consumption vis a vis norms

Year Total Consumption | Wind Energy | Percentage of Actual
(Purchase & purchased/gene | norm fixed - percentage
generation) by KSEB | rated (MU) achieved
(M) )
2008-09 1545135 - |  33.68 2 0.22
200910 | . 17094.76 . 69.45 2 0.41

KSEB replied (November 2013) that though targets for purchasing renewable
energy were prescribed by the KSERC, it did not compel KSEB to fulfill

18 - Secuun 86 (1) (e)
1407{19
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the Renewable Purchase Obligation (RPO) nor was any penal action initiated for
the non-compliance. KSEB further stated that it has been taking effons to meet the
RPO targets stipulated by KSERC.,

However, the fact remains that KSEB as State utility should have complied
with Regulations of KSERC issued from time to time in this regard. -

Non-availing of Carbon Credit

The United Nations Framework Convention on Climate Change had
introduced Clean Development Mechanism (CDM) as part of Kyoto Protocol
which came into effect from 2005, The CDM, defined in Article 12 of the
Protocol, allows a country with an emission-reduction or emission-limitation
~ commitment under the Kyoto Protocol to implement an emission-reduction project
. -in developing countries. Such projects can earn saleable Certified Emission
Reduction (CER) credits, each equivalent to one tonne of Carbon Dioxide, which
can be counted towards meeting Kyoto targets. In India, National Clean
De'velopment Mechanism  Authority (NCDMA), under the Ministry of
Environment and Forests, receives projects for evaluation and approval as per the
guidelines and general criteria laid done in the relevant rules and modalities
penalmng to CDM. '

" The KSERC in its Tariff Order for the ‘year 2007-08 directed (November
2007) KSEB to ‘explore the opportunity to earn Carbon Credits derived from
reduction in emissions of green house gases achieved through renewable sources in
its proposed hydrqe‘lectric and wind power projects. As per CERCV (Terms and
Conditions for Tariff determination from Renewable Energy Sources) Regulations,
2012 issued by Central Electricity Regulatory Commission, the benefits of CDM
may be shared between the generator and the buyer as follows:

(i) 100 per cent of the gross proceeds on account of CDM benefit to be
retained by project developer in the first year after the date of commercial
operation of the generatmg stanon

(ii) In the second year the share of the beneﬂcnar1Es shall be 10 per cent
which shall be progressively increased by 10 per cent every year till it reaches
S0 per cent, whereafter the proceeds shall be shared in equal proportion, by the
generating Lompany and the beneﬁcmnes
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Audit noticed that NCDMA had approved folldwin_g projects of .the-IP?5 in
Kerala with whom KSEB had entered into PPAs, and had issued CER credits as-
detailed below: ’

Table 3.1.7: Details of Certified Emission Reduction credits

Na e of tPP Source of No. of CERs issued

am Power (upto December 2012)
Energy  Development . Company| Small Hydro 51514
Limited (Ullunkal Hydro Power Project)
Viyyat Power Private Limited| Small Hydro 50955
(Irattukanam Small Hydro Electric
Project, Kerala) . : _
Zenith Energy Services (P) Limited Wind 85052

- Total 187521

Source: Website of NCDMA

Audit cbserved that eventhough, KSEB purchased power to the tune of

585 MU from renewable sources during the period 2008-09 to 2012-13, CDM

benefits availed by the IPPs were not shared with KSEB so far (March 2013). On

being pointed out about non-sharing of benefits accruing out of carbon credit for

 the project, KSEB replied (November 2013) that action was being taken to collect
the CDM benefits from Wind as well as Small Hydro IPPs. N

" Monitoring Mechanism
3.1.7.8 Short supply of phwer by Central Generating Stations _

State of Kerala was getting power from Central Generating Stations (CGS)
which is comparatively cheaper and average cost per unit ranged btween 2 and
3.13 during the period 2008-03 to 2012-13. The: power aliocation from CGSs is
decided by the MoP in advance with the approval of CERC. MoP makes periodical
revisions in the share of power allotted to States and accordingly CGSs finalise the
share (Drawal Schedule) for each State, Based on this Schedule, KSEB assesses
the demand deficit and plans purchase of power from Traders/IPPs/Exchanges, etc.
During the period from July 2012 to March 2013, there was shortfall in receipt of
852,96 MU (15 per cent) power from CGSs. As against scheduled quantum of

6644.70 MU (net entitlement'® of 5831.45 MU), KSEB received only 4978.49 MU.

19 - Scheduled quantum after Transmission Loss, Auxiliary and Plant Load Factor.
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In this connection it was noticed in audit that the CE (T-SO) had admitted
(August 2012) the Member Secretary, Southern Region Power Committee (SRPC),
Bangalore the concern over forced outages of CGSs units from July 2012, The CE
(T-SO) requested (Septemebr 2012) the Member (Transmission and Generation
Operations) to take up the matter at appropriate level as short supply of power by -
CGSs caused huge financial burden to KSEB due to purchase of. costly power
coupled with scarce hydro reserve.

In order to make good the shostfall, KSEB had fo purchase high cost power
by fhcurring an extra expenditure of 163.96 crore reckoned at the purchase rate -
from traders (Annexure 14) from July 2012 to March 2013. Moreover, KSEB had
to impose power restrictions through load shedding durmg the period from
15 chember 2012 to 31 May 2013.

KSEB, however, has not initiated any action against CGSs under Clause
‘Settlement of Disputes’ of the PPAs to get compensation for the loss sustained due
to shortfall in supply of allocated/entitled quantity.

KSEB replied that the shortfall in receipt of 852.96 MU of power from CGS
was a result of policy decision of the Gol/MoP. Hence, the issue did not come
under the purview of the Settlement of Disputes of the PPA.

Reply was not acceptable as the MoP decides only the entitled quantity
(allocation) for each State and the shortfall of 852.96 MU referred to was the
difference between allocated quantity (net entitlement) by MoP and actual quantity
suppliéd by CGSs to KSEB. Since, the shortage was not due to review of allocation
by MoP/Gol, the issue comes under the purview of Settlement Dispute Clause of
the PPAs and KSEB should have initiated action to make good the extra
expenditure of X 163.96 crore.

3.1.7.9 Eicess Transmission 'and Distribution Losses

KSEB could not achieve the norms fixed by KSERC restlting in excess T&D
losses of 451.88 MU amounting to X 172 crore during the period 2008-09 to
2012-13.

KSEB stated (November 2013) that KSERC had been fixing ambitious
but unrealistic loss reduction targets without any scientific study or considering the
ground realities of size and complexities of the system and investment
requirements. It was stated that loss reduction depends not only on controllable
_ factors such as faulty meter replacement, installation of transformer, etc., but also
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_ have a strong footing on the energy sales, line loadings, etc., and consequently
there is always mismatch between the loss reduction approved by KSERC and the
same achieved by KSEB.

- The reply of KSEB was not acceptable as they were aware that KSERC while
approving the ARR for the year 2013-14 had observed that in the absence of
reliable supporting materials on the T&D loss level, KSERC was not in a position
to arrive at more reasonable estimates on the loss reduction or loss. level, KSEB
failed to provide supporting materials of the T&D loss to determine the actual
power requirement. Therefore KSEB had to make up excess loss by procuring
additional power at higher cost on short term basis.

Internal Audit

3.1.7.10 As per the Manual on Commercial Accounting System, Volume X
(auditing) for Internal Audit in KSEB, various aspects of all purchases, including
trade/cash discounts given are properly availed, whether emergency purchases are
really needed or not, budgetary control, etc., are to be checked.

- It was seen in audit that total expenditure on purchase of power ranged from
X 3384.52 crore (2009-10) to X 7199.61 crore (2012- 13) during the five years upto
2012-13, which constituted about 57 per cent of total expenditure on an average.
However, Internal Audit did not conduct pre/post audit of invoices and vouchers of
power purchase with reference to agreement conditions defeating the very purpose
envisaged in setting up of Infernal Audit wing. Thus deficiencies in internal audit
led to following lapses:

* KSEB executed (12 August 1998) a Power Purchase Agreement {(PPA)
with Karsargod Power Corporation Limited (KPCL) for construction and
operation of a-power plant with net generating capacity of 21.178 MW.
Plant started commercial operation on 14 May 2001 and was supplying
power to KSEB since then. As per the PPA, there was a foreign loan
{Dutch Guilder) component of X 35 crore with an interest rate of 10 per cent
per annum and the exchange rate agreed in the PPA was ¥ 19.15 per
Dutch Guilder. As per Clause 7.2(i) of the PPA, KPCL was eligible to
recover the variation on exchange rate for the actual foreign debt service
payment made by KPCL by producing documentary evidence. KPCL,
however, claimed X 11.69 crore upto March 2008 towards the exchange
rate variation en the loan component of X 35 crore without producing any
documentary evidence. '

*. In the meantime, KPCL admitted before KSERC that they had not availed
any foreign loan and hence could not produce the foreign loan payment
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details. Ccnsequent to this disclosure, KSEB had been retaining 10 per cent of
the admitted fixed charges from December 2006 onwards and retained
¥ 5.79 crore upte Yebruary 2013. Further, an amount of ¥ 5.90 crore was
receivable from KPCL on this account (March 2013). It indicated
inadequacy of internal andit.

*  Draft agreements relating to power purchase/trading transactions and
other related activities were not being vetted by Internal Audit wing
before execulion of agreement to ensure that financial interest of KSEB is
fully secured. -

KSEB replied (November 2013) that due to time constraints and urgency of
work, pre-audit of power purchase bills for payment was not practical. Reply
further stated that vetting of draft PPAs by internal audit wing would be brought to
the notice of Board for consideration.

-Impact
3.1.7.11 Revenue realisation from purchased power

The per unit cost of power purchased from each category during 2008-09 to
2012-13 is given in the followmg Table:

Table 3.1.8: Details of per unit cost of power purchased

{Amount in X)

Period | CGS | IPPs | UI {Purchase from| Sale® Consolidate | Average
# # # Traders / - through | d Purchase | Reali-

" Exchanges # | Traders/ Cost * sation *

Exchanges

2008-09( 2.00 | 7.72 | 523 7.73 | 10.08 3.55 3.59
2009-10( 2.12 | .30 | 259 441 8.51 -3.32 3.35
2010-11| 2.50 | 8.80 | 1.53 466 | 1120 3.54 3.48
2011-12) 3.02 | 1262 | 2.50 5.07 10.83 3.88 346
2012-13 3.13 | 1244 | 3.36 617 | 1289 1 4.83 4.29

#Source: Monthly power purchase statement of CE (Commercial & Tariff)
*Source: Annual Accounts.of KSEB '

20 KSEB had sold power at higher Tates as and when surplus power was available and the same was
deducted from purchase cost for workmg out consohdated purchase cost.
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Thus, the net realisation of revenue from purchased power, which ranged
from 58 to 74 per cent of total supply was hardly sutficient to bridge the revenue
gap pf KSEB. Further, from 2010-11 onwards, the average realisation of revenue
from purchased power was less than the cost adversely affecting the financial

position of KSEB, ‘

3.1.7.12 KSEB met 58 to 74 per cent of power requirement through purchase
from various sources during the period 2008-09 to 2012-13 and had to spend about
53 to 62 per cent of the total revenue for power purchase as shown below:

Table 3.1.9: Total revenue vis a vis expenditure on power purchase

2008-69 | 2009-10 2010-11 2011-12 -‘ 2012-13
Total Revenue | 6098.99 | 6411.38 | 6925.06 7978.05 | 1165810
(X in crore)
Expenditure on. | 3417.23 3384.52 3721.59 4375.31 | 7199.61
Power Purchase
(X in crore) -
Percentage 56 53 " 54 55 62

(Source: Annual Accounts of KSEB)

Since the purchase cost per unit was increasing the margin from supnly of
purchased power had decreased over the years leading to a loss of ¥ 1272.84 crore
for the five year period 2012-13 as shown below:

Table 3.1.10: Me"arg_in frem supply of purchased power

Period

Consolidate | Average |Marginper! Energy Profit/(-)
d Purchase | Realisation unit Purchased | = Loss
‘Cost per per unit* (T)‘ : " (MU) A{Xin
unit* (X) 6y : : Crore)
2008-09 3.55 3.59 0.04 9628.98 38.51
2009-10 332 3.35 ‘ d.OB 10199.96 30.60
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2010-11 3.54 3.48 (-)0.06 | 1051229 | (-)63.07

2011-12 3.88 3.46 (-)0.42 | 1127071 | (-}473.37

2012-13 4.83 4.29 (054 | 1491679 | (-)805.51
Total ' (-) 1272.84

*Source: Annual Accounts of KSEB

In addition, Audit has found deﬁciehcieslh'regulaﬂties causing extra
expenditure/loss amounting to X 610,98 crore as detailed in earlier paragraphs.

Conclusion

KSEB failed to manage its power deficit well which led to purchase of costly
.power from IPPs and short term markets. As it did not plan well, it led to delays in
execution of projects and imprudent swapping of power decisions leading to extra
* expenditure. KSEB also could not adhere to norms of actual T&D loss reduction
and renewable energy norms nor could take up cases of short supply by Suppliers
m time.

(Audit Paragraph 3.1.1 to 3.1.7.12 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31* March 2013)

Notes furnished by Government on audit paragraph is given in Appendix II.
Audit Paragraph 3.2.1 to 3.2.7.19 (2012-13)
3.2.1 Introduction

 The Govemment of India (Gol) notified (March 2005) Rajiv Gandhi
Grameen Vidyutikaran Yojana (RGGVY), 'a Scheme for rural electricity
infrastructure development and household electrification in the country within a
period of five years. Ministry of Power (MoP), Gol framed the guidelines for the
implementation of the Scheme and appointed Rural Electrification Corporation
(REC) as the nodal agency. The Scheme envisaged overall rural electrification by
creating distribution network in each village which would be adequate to provide
access to electricity to all Rural Households (RHHSs) and cater to requu'ement of
other sectors of village.
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The Scheme envisaged electricity connections of 40/60 watts only Be
provided free of cost to BPL households. Households above poverty line would
have to pay for their connections at prescribed connection charges. The Scheme
contemplated to provide electric connections to unelectrified public places like -
schools, Panchayath offices, community/Government health centres/dispensaries,
etc. To si.lpport these connections, the Scheme also provided for creation of
infrastructural facilities viz Rural Electricity Distribution Backbone {REDB),
Village Electrification Infrastructure (VED) and Decentralised Distributed -
Generation (DDG) and supply for ransmission and distribution of electricity. The
Scheme was to be implemented by the electricity utility through tumkey
contractors and the management of rural distribution was to be done through
franchisees. . - ‘

Kerala Stite Electricity Board (KSEB) targeted (April 2005) to electrify
X 4.68 lakh RHHs with a projected cost of X 438,36 crore. The farget was reduced
to cover 0.91 lakh BPL households with a revised project cost of ¥ 224.35 crore 2"

3.2.2 Structure for implementation of the Scheme

KSEB being the sole utility for generation, transmission and distribution of
power in the State, was designated as the Project Implementing Agency (PIA) of
the Scheme in the State. The Chief Engineers (Corporate Planning,' Distribution-
North/South/Central) and the Deputy Chief Engineers of Circle Offices were
entrusted with the responsibility of implementation of the Scheme. ' '

3.2.3 Scope of Audit -

The present performance-audit conducted from July 2012 to December 2012
and from April 2013 to June 2013 covers implementation of RGGVY during the
period 2008-09 to 2012-13. 'The records of KSEB maintained with Chief Engineers
(Corporate Planning, Distribution-North/Central), Circle Offices and Section
Offices were examined with a view to 'analyse the economy, efficiency and
effectiveness in implementation of the Scheme. :

21 1dikid: 19.95 crore, six Northerm districts 11457 crore and seven Southen districts - 89.83
" crore, .

47 fig
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3.2.4 Audit Objectives

The objectives of the performance audit were to ascertain whether:

Detailed Project Reparts (DPRs) were prepared on the basis of model
DPR and included all parameters necessary to achieve the objectives of
the Scheme; -

the execution of RGGVY works including procurement and award of

turnkey conmracts were managed economically, effectively and efficiently

in a timely manner and in compliance with guidelines and

‘there was an adequate and effective mechanism for monitoring and

evaluation of implementation of the Scheme.

3.2.5'Audit Criteria

The following audit criteria, flowing from the fo]lowmg records were
adopted:

: Rural Elecmflcauun Policy 2006;

Scheme Guidelines issued by Ministry of Power and additional guidelines

" issued by REC regarding Quality Control and Procurement of Goods and

" Services etc.;

* Tripartite/Quadripartite agreeinents among REC, State Government, State
_ Power Utilities; ‘

Board Minutes and Agenda Notes of KSEB;
Sanction for payment of capital subsidy of MoP and

Detailed Project Reports,

3.2.6 Audit Methodology

The methodology adopted for attaining audit objectives with reference to

audlt criteria consisted of explaining audit objectives to top management, scrutiny
of records at Head Office and seleeted units, interaction with the auditee personnel,

analysis of data with reference to audit criteria, raising of audit queries, discussion
of audit findings with the Management and issue of Draft Report to
KSEB/Government for comments. :
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-3.2.7 Audit Findings . S ‘

¢

We explained the audit objectives to the Management of KSEB during and
Entry Conference(August 2012) and audit findings were discussed in an Exit
Conference (January 2013). The Entry meeting was attended by the Additional
Secretary (Power Department), Government of Kerala(GoK) and representatives of
KSEB. The Exit Conference was attended by‘representatives of KSEB. KSEB
replied(January 2014) to audit findings and same have been considered while
finalising ‘this Performance Audit Report. The audit findings are discussed in
subsequent paragraphs.

Component-mse Physu:al progress

3.2.7.1 Based on implementation, 14 projects in the 14 districts of the State
were grouped i into three phases i.e., Phase-I (Idukki district), Phase II (six northern
districts) and phase III (seven southern districts) and progress of implementation of
four components is shown below:

Details of progress of implementation

Component - Phasel - PhaseII Phase IH Per
(fdukki District) {6 Northern (7 Southern . Total centage |
Districts) Districts)

| Target | Achieve Targer | Achieve | Target | Achiev | Target | Achieve

ment ment ement ment-

L.REDE¥ Nil Nii 3 Nil 1 | Ni 4 Nil -

2.VEI Works:
(LT Single | 25835 | 368,69 {21313.39; 71095 | 41957 ; NU | 279131 | 107964 | 29
Phase (KMs) i

LT 3 Phase
62.14 63.51 3568.57 | 13632 | 269.67 Nil 650.38 199.83 29
(KMs) '
" 11KV Line ) )
350.90 24994 | 99516 | 44282 | 79652 Nil | 214258 | 692.76 32

“ (KMs)

22 Targeted for four districts — Malappuram, Wayanad, Emakulam and Palalckad,
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(d) Transfarmer . '
3068 275 1050 356 1159 Nil 2517 641 25
MNos.) ‘ ' ) - ,
-3, Electrification i
. 16097 17238 55965 | 37904 18839 Nil. - §. 90501 55142 61
of HouseHolds : . )
4.DDG N | N Nl | NI N | N2 | M@ Nil

The Scheme scheduled for implementation during the period of five years
from April 2005 to March 2010 could not be completed till date(Marcly 2013) due
to ‘delays in planning and execution in an extremely lackadaisical manner.
Moreover, the focus of KSEB was cnly on providing VEI (component 2) and
household connections (component 3); while the development of infrastructure
throngh REDB and DDG necessary to support electrification of the households
was grossly neglected. The overall physical progress of implementation of the
various components in the State even after eight years averaged 31 per cent in
respect of creation of infrastructure and 61 per cent in respect of electrification of
BPL households. The electrification of unelectrified public places like schools,
Panchayath offices, Government health centers, etc., was totally ignored.
Mlshandlmg at various stages of the pro]ect is explained in subsequent paragraphs

‘ Financial Progress .

3.2.7.2 As per the guidelines issued, REC had to release Capital Subsidy in
four iristalments as follows:

* ~ First instalment — 30 pér cent of sanctioned project cost within 15 days
from the date of execution of loan documents and fulfillment of all
requirements,

*  Second instalment — 30 per cent within 15 days from submittmg the
expenditure details to REC by implementing agency after obtaining
necessary cancurrence of State Government for 80 per cent of expenditure
of first instalment.

*  Third instalment — 30 per cent ﬁf the sanctioned project cost within 15 dayS
from submitting the expenditure details to REC by implementing agency
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after obtaining necessary concurrence of State Government for 80 per cent
of expenditure of first and second instalments,

¢ Fourth and final instalment : 10 per cent of the sanctioned project cost

" within 30 days from submitting the expenditure details and completion

“details - to REC by State Power Utility after obtaining necessary
concurrence of State Government and after final monitoring by REC.

KSEB could obtain enly X 104.33 crore (47 per cent) against total project cost of
T 224.35 crore from REC due to slow progress in implementation. Further, the
actual utilisation for the last eight years was only ¥ 66.57 crore (64 per cent) as
shown below:

Table 3.2.2: Fund receipt from REC and its utilisation (X in crore)

Year Opening | Fund Received Total Fund Utilised | Unspend fund
Balance from REC : at the end of
‘ the year
200506 o 0 0 ) 0
2006-07 0 5.02 5.02 150 352
2007-08 3.52 0.10 362 199 163
2008-09 1.63 " 084 247 8.18 571
2009-10 -s.7i' | 0 4.88 733 245
2010-11 245 | 3189 24 | 1 | 279
2011-12 2798 | - ¢ 27.99 2167 6.32
201213 | 6.32 55.89 62.21 | 2445 37.76
. Total : 10433 ' 66.57

Source : Details furnished By Chief Engineer (Corporate Planning), KSEB
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As per the Scheme, 90-per cent of the total implementation cost would be
financed by Cui as capital subsidy through REC and the remaining 10 per cent was
to be contributed by the respective State Governments. As GoK did not contribute
its share of 10 per cent of the project cost, KSEB had to arrange the same by way
of loan from REC which rasulted in financial burden of f 7.56 crore.

Audit noticed that the delay in unplementanon of the Scheme was due to -
" the following factars:

*  Submission of DPRs not in accordance with RGGVY guidelines;

* delay in getting sanction from REC and 'No Objection Certificate' from
the Forest Department and

*  delay in tendering, awarding and execution of works in northemn districts.
3.2.7.3 Loss of central assistance due to deficient DPRs

Deficient DPRs and delays in implementation at various stages further
reduced the coverage and benefits of the Scheme by providing electricity
connection only to 0.55 lakh RHHs. Because of this there was reduced Central
assistance under RGCVY as shown below: '

Table 3.2.3: Details of redﬁction in coverage

, Impact in coverage
Proposal Households Qutlay Period
{X In crore)

Original proposal - '4,68 lakh 438,36 . 5 years

for 14 districts | (including 2,09
(April 2005) lakh BPL)

Revised proposal 1.66 lakh 224.35 8 years but only 31
for 14 districts | (including 0.91 per cent completed
{April 2005 to - lakh BPL)

_ December 2012)

Loss of benefit to 3.02 lakh not 214.01

the State electrified :
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KSEB replied that revised DPRs were prepared based on actual survey and
number of BPL service connections as per actual survey was lesser than that
proposed earlier. REC has rejected 24 numbers of substations proposed under
REDB in the DPR and hence the sanctioned amount was lesser than the proposed
amount. The reply does not hold good as reduction in Central assistance was
mainly due to delay in the implementation of the Scheme ard in the meantime
various works were executed by KSEB utilising its funds.

Planning ,
Deputy Chief Engineers (Dy. CEs) of Circle Offices were entrusted to
prepare the DPRs for all the 14 districts. Audit noticed that the DPRs prepared by

the Dy.CEs were not as per REC guidelines®, had technical flaws and did not
target all the BPL households as envisaged in the scheme. '

3.2.7.4 Delays in preparation and submission of DPRs

Audit noticed that when the Scheme envisaged to complete the project within
a period of five years from April 2005, KSEB took eight years (April 2005- March
2013) for submitting several proposals to REC as the DPRs submitted by KSEB
had several deficiencies. The latest proposal for DDG was submitted only in
March 2013, :

3.2.7.5 Deficiencies in the DPRs

Out of the DPRs for the 14 districts submitted by KSEB at the
commencement of the scheme, REC sanctioned (August 2005) DPRs for only
seven-districts and rejected (October 2005) DPRs of the remaining seven districts
due to deviations from REC guidelines as indicated below: '

* In the DPRs of the five southern districts® rejected by REC, KSEB had
submitted two DPRs per district, instead of single DPR as envisaged in
the guidelines. : :

*  Inrespect of other districts®, REC requested to submit justification for the
number of distribution transformers and habitations included in the DPR.

23 As per para 4.1(a) of RGGVY guidelines, the jurisdiction of the profect should normatly be
co-terminus with an administrative district with block wise identification of infrastnicture to
provide access to electricity to all rural households in all the villages. Thus the project shall
contain district wise list of villages which shall include tribal villages as well as dalit bastis
together with correct information and data as per censvs 2001 regarding populatior, number of
household, BPL household and the revenue villages.

24 -Thimvananﬂxapmarg, Kollam, Kottayam, Ernakulam, Thrissur.

25  Pathanamthitta and Alappuzha
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KSEB resubmitted the DPRs for seven southern districts in October 2005.
REC did not consider the revised DPRs submitted by KSEB upto 2008 and then
it was shifted (June 2008) to second phase of the XI Plan. This delay in getting
the projects approved by REC at the first instance in August 2005 was the most
important factor that led to the delays in implementation of the scheme.
There were further delays in the submission of DPRs, Chronology of events
is given in Annexure 15,

KSEB's unsuccessful attempt to entrust the work of revision of DPRs to
NTPC Electric Supply Company Limited (NESCL) (September 2006-September 2009)
was another source of delay as NESCL withdrew due to its preoccupation with
ongoing RGGVY projects of various States. During this period (2005-2009),
KSEB executed some of the works proposed earlier under the Scheme in the
six northern districts. Hence fresh DPRs had to be submitted for these six northern
.districts between September and October 2009 which was sanctioned in
March 2010 at a total project cost of X 114.57 crore. Similarly, in respect of seven’
southern districts, revised proposals were submiite_d (between September 2010 and
May 2011) after a gap of five years from the original proposal (2005). REC
approved the revised DPRs in December 2011 and February 2012 at a project cost
of T 89.83 crore.

Though the Scheme stipulated four components, KSEB mainly focused on 7
two components (VEI and household electrification) ignoring the remaining two
components (REDB and DDG). ' -

KSEB replied (January 2014) that there was no specific direction in the
guidelines regarding preparation of district wise scheme It was also stated that the
delay was due to the reasons beyond the control of KSEB. After consultations with

'REC, the final proposal under DDG package was submitted during March 2013.
The reply was not acceptable as there were specific directions to prepare DPR
district wise. Further, KSEB preparéd DPRs that were not in accordance with
guidelines and submitted DPRs for DDG belatedly Wthh had resulted in delay in
implementation of the Scheme.

26 REDB, VEI, DDG and Househald electrification

E
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Audit test checked three northern districts {Kozhikode, Maleppuram afid
Wayanad) where REC had approved the projects in March 2010. Audit noticed
that Dy. CEs failed to conduct the detailed ‘survey, as envisaged in the REC

 guidelines. Instead, they opted for the easy way of compiling information collected
from various Section Offices under them. As a result, the actual infrastructore
requirement was much more in some 'karas® than what was projected in the DPRs.

- KSEB replied that as some of the works proposed earlier had been executed
under other Scheme like Normal development, Voltage Improvement Scheme, etc.,
re-survey has been conducted to find out new households to be electrified which
necessitated additional infrastructure in some Karas, The reply does not hold good
as requirement of increased quantum of materials for infrastructure indicated
absence of proper survey at the time of preparing original DPRs.

3.2.7.6 Inadequate coverage of beneficiaries

As against 12.40 lakh unelectrified households which existed® (2005) in the
14 districts in the State, KSEB proposed electrification of 4.68 lakh (38 per cent)
~ households only under the Scheme which shows that 62 per cent households would
remain without power connection, :

In respect of the seven districts in phase I and I, electrification was proposed
for 2.27 lakh households only as against 5.05 lakh households identified. Thus,
KSEB had targeted only about 50 per cent of the target group. To justify the
inadequate coverage in these districts, Chairman, KSEB informed (August 2006)
- REC that the remaining households would be electrified in futme. '

KSEB justified (January 2014) inadequate coverage stating that the proposal
. ‘'was restricted so as to adhere to the REC stipulations viz,

«  VEIwas for electrification of 100 household per village and

*  the benchmark cost fixed for VEI was T four lakh in normal terrain and
X six to eight lakh in hilly terrain. :

The reply was not acceptable as KSEB failed to consider all unelectrified
RHHs in the proposal submitted to REC. Further, all the projects in Kerala were
sanctioned above the bench marked limits. : '

27 Asmallareaina village is referred as "Kara' :
28 ° As per the report of Accelerated Rural Electrification praject — 2005.

LT
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3.2.7.7. Exclusion of Scheduled Tribe beneficiaries

Audit noticed that KSEB omitted 91 beneficiaries in four Scheduled
Tribe(ST) Colonies® in Malappuram dlStl'lCt in the revised DPR submitted to the
REC, the estimated cost of which worked out to 50.30 lakh.

KSEB replied (January 2014} that the four ST colonies were included in the
sanctioned scheme, Further, some of the beneficiaries had already remitted the
OYEC charge™ and service connections were effected to these beneficiaries. The
reply does not hold good as KSEB omitted these beneficiaries in the revised DPRs
and from the reply it is evident that some beneficiaries were forced to remit

connection charges to get electricity due to non-inclusion of these beneﬁc1ar1es
under Scheme,

Delay in Tendering and awarding of works

3.2.7.8 Due to various delays/issues in the tendering process, KSEB took 16
months to award the work in Phase I and 66 months to award the works in Phase I,
- which were approved by REC in August 2005. REC permitted KSEB for direct
execution for the Phase Il in September 2012. Audit noticed delays in every stage
of tendermg and award of contract as shown in Annexure 16.

F0r the prolects in the six northemn districts (Phase II} approved by REC in
March 2010 at a total project cost of ¥ 114.57 crore, the Full Board immediately
accorded (March 2010) sanction for implementation of the Scheme and to invite
turnkey tenders for the six northern districts. Accordingly, the Chief Engineer (TC
& M) invited (April 2010 to August 2010) turnkey tenders. Lowest quoted rates
for the component VEI works ranged from 1.64 per cent to 15.59 per cent below
Probable Amount of Contract (PAC)

Though the Chief Engineer (TC & M) issued work orders between August
2010 and March 2011 {Annexure 17), none of the works under the VEI component
were completed within the stipulated period. The average progress (March 2013)
was 38 per cent in respect of infrastructure creation and 68 per cent in respect of
electrification of households. :

29 Kodumpuzha, Nelliyayi, Kureeri and Mankulam.
30 Own your electric connection.
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KSEB replied that the delay was due to reasons beyond their contrdt
and executions of work are expected to be completed on 31 January 2014,
However, the fact remains that the Scheme could not be implemented within the
stipulated time, '

Execution of work

3.2.7.9 Audit éxamined the component-wise execution of the Scheme in
Phase I, 11 and IIT and it was observed that there was abnormal delay and the work
was completed in one district only after a delay of more than three years. Though
the electrification of 1274 villages was targeted, 37 villages in Idukki district
alone were electrified during the period 2007-2010. The component-wise audit
findings in respect of the three phases are given below:

3.2.7.10 Rural Electricity Distribution Backbone

REDB component of the Scheme was intended for establishment of
new/augmentation of existing 33/11 KV {or 66/11 KV ) substations of adequate
capacity and lines to strengthen the electricity supply backbone in blocks where
these facilities did not exist. KSEB's original proposal (2005) for construction of
25 substations of both capacities in 10 districts was rejected by REC as the
proposals were for constructing new substations in blocks where these facilities -
already existed. Later, KSEB submitted the revised proposal (September 2009 to
May 2011) for construction of only four substations in four districts under
component 1 and REC sanctioned the same for X 16.45 crore. This was very
negligible (7 per cent) compared to the total sanctioned cost (X 224.35 crore) of
the project. Thus, the State lost an opportunity to develop a robust electrical
transmission backbone for rural areas at the cost of Gol. Among the four projects
sanctioned® for construction of 66/11 KV Substations/enhancement of 33 KV
Substations, only one project (Malappuram) has been started and even this project
is badly delayed. : '

. KSEB replied that REC sanctioned only three REDB works and the other
. projects were rejected by REC as the substations were proposed in the Block where
the facility already existed. REDB work at Wayanad, Palakkad, Malappuram and

31 Malappuram, Wayanad, Palakkad and Ernakulam.



36

Ernakulam are expected to be completed before 31 March 2014, The reply was not
acceptable as KSEB did not explore the chances to include more number of blocks
where there were no substations in the REDB pfoposals by analysing proper block
wise requirement of substations. Further on a test check, Audit observed that
KSEB omitted to include two substations™ proposals which were eligible for

~caplta] subsidy under the Scheme as brought cut in subsequent paragraph
(32.7.19). '

Progress of the Malappuram REDB Project

The sanctioned cost for Malappuram was X7.16 crore. The work was
awarded {August 2011} to the lone bidder, Aster Pvt. Ltd., Hyderabad at the quoted
rate of ¥ 8.27 crore and scheduled for completion within 12 months i.e. by August 2012.
Even after a lapse of 19 months from the date of award, the land deveiopment has
" not been completed {December 2013). Dy. CE, Transmission Circle, Malappuram
who was responsible for the implementation of the project failed to take suitable
action for ensuring timely completion of the work.

KSEB replied that it had proposed construction of 66/11 KV substation and
66 KV DC line in the DPR. During the Load Flow Study at the period of sanction
it wésfq’und that the Substation and Line with 110 KV parameter was viable at that
area. _Hence, Board requested REC to issue approval for the construction of
Substation and Line with 110 KV parameter. After obtaining sanction from REC,
turnkey tenders were invited and work was awarded. This process had taken time
and consequently the project got delayed. The reply was not tenable as KSEB
cannot escapa the responsibility of preparing a faulty DPR.

3.2.7.11 Village E]ectnflcatum Infrastructure

Village Electrification Infrastructure (VEI) component of the Scheme was
intended for constructing 11 KV lines and single and three phase lines with
provision of disaibution transformers of appropriate capacity to support
electrification of unelectrified villages and habitations. The requirement of
Distribution Transformer was to be fixed as per the ground requirements and
keeping voltage regulations within the permissible limits. Audit noticed the
following issues in the implementation of VEI component.

32 Thodannur Block and Tamur Block
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Phase 1 - Idukki district

KSEB awarded (January 2007) the work of VEI in Idukki district to ICSA
India Ltd., Hyderabad on turnkey basis for X 17.65 crore (19.45 per cent above
PAC-of ¥ 14.78 crore). The LoA stipulated that the execution of work shall be
done in such a manner so as to complete the erection, testing and commissioning of
the entire work within 18 months from the date of issue of LoA, Thus, the entire
work was to be completed by June 2008. The work was, however, completed after
a delay of 24 months in June 2010 at a cost of X 20.41 crore.

Audit observed that while preparmg the initial DPR, KSEE limited the length
of LT line to be drawn under the Scheme to one kilo meter per kara, whereas there
was no such condition stipulated in the Scheme guidelines. During execution,
KSEB noticed that the length proposed in the DPR was not sufficient for
electrification of all the scattered BPL households in the district. Hence KSEB had
to draw LT lines beyond one kilometer which necessitated revision of DPR
enhancing the cost to Y19.95 crore.  This resulted in delay of two years from the
stipulated date in completion of the project.

KSEB admitted (January 2014) that there was no such mandatory condition
in the guidelines. The lack of proper study while preparing DPR led to the delay
and cost overrun.

Phase I - Six northern districts
Technical flaws in project formulation

KSEB has been following the standard practice of using Aluminium
Conductor Steel Reinforced (ACSR) Raccoon conductor for 11 KV line works. In
the RGGVY works, however, ACSR Rabbit conductors were used for 11 KV line
works (except for Kasargode District). The cost of Raccoon and Rabbit conductors
per km was ¥ 58,500 and X 39,600 respectively. As the network created under the
Scheme was to be ultimately interlinked to KSEB network, usage of Rabbit
conductors would result in higher distribution losses and compatibility issues as
pointed by the Chief Engineer (North). Hence, the segment of 11 KV lines drawn
.~ with Rabbit conductor will have to be repl_aced with Raccoon conductor which may

_result in additional financial burden on KSEB. A test check of three districts®
revealed that KSEB erected (March 2013) 514.80 kms of rabbit conductors in
11 KV lines.

33 Kozhikode, Malappixram and Wayanad
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KSEB replied tﬁat selection of conductors depended on the ‘prevailing load
conditions. However, in Kasargode District ACSR Raccoon conductors for 11 KV
line works were usecl by KSEB in similar condmons

Phase III Seven southern districts

In respect of the seven southemn districts, REC approved (during December
2011/February 2012) the DPRs for a broject cost of X72.89 croré and permitted
(September 2012) KSEB to execute the works departmentally fixing one year time
for completion, REC released (January/February 2013) X25.62 crore towards first
instalment. KSEB had not completed the works till date (January 2014)

3.2.7.12 Decentralised Distributed Generation and supply

DDG (Coinponent 4) intended supply of energy from non- conventional
sources for villages where grid connectivity was either not feasible or not cost
effective. But KSEB did not propose any such projects. Thus there were no DDG
projects in Kerala.

Later, KSEB identified such areas and submitted proposals for 17 DDG
projects in Palakkad and Wayanad districts targeting 870 beneficiaries with a
project cost of X 24.25 crore during December 2012 to March 2013 to REC.
Approval of these projects was awaited (March 2013).

In Idukki District, KSEB could not electify two villages under VEI

- component due to forest clearance issues. KSEB could have proposed these two

villages under DDG component of the scheme in order to achieve the objectives of
the scheme.

KSEB replied that steps were taken for subinitting proposal under DDG
* packages. After investigation and analysis, it was found that only Special Purpose
Vehicle (SPV) projects are viable in the identified remote areas far away from the
grid connectivity. As per the guidelines for DDG projects, area having population
more than 100 could be considered for the proposal. ‘After consultation with REC,
the final proposal has been submitted to REC during March 2013. Reply was not
acceptable as KSEB should have done this study in advance in a time bound
manner,
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3.2.7.13 Household connections

The Scheme envisaged electrification of unelectrified BPL Households in all
rural habitations with 100 per cent capital subsidy. Households above poverty line
would pay for their connections at prescribed connection charges. On completion
of the project (June 2010) 17238 service connections were provided in Idukki
district (Phase I). Audit, however, noticed that 2821 BPL households still remain
to be electrified. In the six northern districts (Phase 1I) KSEB provided 37904
service connections as of March 2013 against the target of 55965 households.

KSEB replied that electrification of unelectrified BPL households in Idukki
 district will be proposed in the second phase of the scheme. The six northern
district schemes have execution period upto 31 March 2014 and all the targeted
BPL connections will be effected within this period.

Management of Rural distribution system

3.2.7.14 - As per the Scheme guidelines and tripartite agreement executed
among KSEB, GoK and REC, KSEB had to deploy non-Governmental
Organisations (NGOs)}, Users association, Panchayath institutions, co-operatives
or individual entrepreneurs as franchisee for the management of rural distribution
to make the system revenue sustainable by reducing the Aggregate Technical and
Commercial losses (AT &C losses). It envisages Bulk Supply of power to the
franchisee relieving KSEB of ‘the 'responsibilities of feeder maintenance, meter
reading, billing, revenue collection, etc. KSEB, diluting the above provisions,
engaged “kudumbasree units,”* self-help groups, as franchisee for meter reading

work alone in Idukki district, while ignoring all other aspects of the management.

Even this did not materialise as the Hon'ble High Court of Kerala directed
(June 2011} that qualified” persons be engaged for the work. KSEB, however,
failed to deploy franchisees so far (March 2013) which would entail conversion of
the project subsidy of ¥16.37* crore into loan.

‘34  Kudumbasree is one of the largest women empowerment projects in the state of Kerala,
- Kudumbasree units undertakes collective works such as micre enterprises, lease and farming,
cleaning of public places, collection of garbage etc, through concerned community action under

the leadership of Local Self Governments.

35 90% of T18.19 crore (Idukki district).
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In the Full Time Members meeting iield in February 2013, KSEB decided to
- take up the matter with GoK to exempt the introduction of franchisee system.

KSEB replied that as per the existing distribution system, deployment of
franchisee was not viable and the matter had been taken up with Government of
India and REC, '

3.2.7.15 Project Monitoring

GoK constituted (June 2008) District Level Co-ordination Committee
(DLCC) and (December 2008) State Level Co-ordination Committee {(SL.CC) for
monitoring and ensuring the smooth execution of the Scheme. The above
Committees were to meet once in every month to resolve the bottlenecks and
constraints such as delay in receipts of forest clearance, identification of
beneficiaries etc. Audit noticed that SLCC held only three meetings during entire
period of the Scheme. As regards DLCC, meetings held ranged between one and
eleven™ in selected district. Thus the Committees failed to meet regularly to
resolve the bottlenecks. ‘ :

The failure to conduct regular meetings of the Committees to sort out issues
regarding forest clearance, etc., contributed to non-electrification of some colonies
in Idukki, Wayanad and Malappuram districts for want of forest clearance. KSEB
replied that SLCC was headed by the Chief Secretary and not under KSEB's
Control. The reply. was not acceptable as KSEB failed to convene regular meetings
of various Commiztees for monitoring and smooth implementation of the Scheme.
Further, in respect of SLCC, KSEB could have requested the Chief Secretary to
convene regular meetings for the effective implementation of the Scheme.

General Deficiencies in Project Implementation

3.2.7.16 Failure to levy liquidated damages in Wayanad District
‘The Deputy Chief Engineer, Electrical Circle, Kalpetta did not recover
liquidated damages™ of ¥ 51.36 lakh from the contractor™ of Wayanad district
. though the works were not completed within the stipulated time. On this being
pointed out by Audit in December 2012, X 13.40 lakh was recovered from
the contractor and the balance amount was- stated to be recovered from his
subsequent bills. o :

36 Kasargode-8, Kannur-11, Kozhikode-4, Malappuram-1, Palakkad-5 and Wayanad-d,

37 Liquidated damages — a sum of 0.5 per cent of the contract price for each calendar week of de!éy
or part thereof subject to a maxirum of 5 per cent of the contract value,

38  Aravalli Infra Power Limited, New Delhi.
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KSEB replied that REC had extended the execution period up to September
2013. Hence KSEB also extended the executica period accordingly and penalty
recovered was refunded. The reply was not acceptable as the extended time
allowed by the REC to KSEB should not have related with ccatract conditions.
Refund of liquidated damages to the Contr actor in spite of poor implementation of
the project lacked justification.

3.2.7.17 Failure to recover Labour Welfare Cess® from the Contractor

As per section 3(1) of the Building and Other Construction Workers Welfare
Cess Act 1996, labour welfare cess at the rate of one per cent of the cost of works
from the contractor's bill'was to be recovered by the employer. In Idukki district,
Dy. CE, Electrical Circle, Thodupuzha failed to recover ¥ 0.16 crnre while
releasing payments of ¥ 16.21 crore to the contractor.

KSEB replied (Tanuary 2014) that recovery of Bmldmg and other
Construction ‘Workers Weifare Cess was not applicable as there was no new
consuruction of building. In Keraiy, there was only intensive electrification in the
existing electrified villages, which envisaged extensien of existing muastructure_
and not the creation of new distribution network. The reply was not accepiable as
recovery of the cess from the contractor's bill was mardatory and the same was
* recovered i in Wayanad district.

Impact . .
3.2.7.18 Inadequate coverage of the target group and not covering public places

As against 12.40 lakh unelectrified households existed (2005) in the State,
the original proposal was to cover only 4,68 lakh households. There was no
proposal for electrifying public places though envisaged in the Scheme.

While accepting the audit observations, KSEB replied that the DPRs were
prepared in consultation with the local authorities. Infrastructure required would be
provided to those public places as per their request. However, the facts remain
that capital subsidy for these works would not be available as those works are not
part of the DPR and public places like schools, Panchayath offices, Government
~ healih centres, etc., remain unelectrified.

39 Lahour welfare cess @ 1 per cent of the cost of works frem the contractor's bill.

140219
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3.2.7.19 Lass of capital subsidy .

Failure of KSEB to include all the requirements for setting up infrastructure
in the original DPRs and execution of works from KSER's own funds in
anticipation of sanction from REC resulted in loss of capital subsidy of
X 46.30 crore as shown below:

Table 3.2.4: Details of reasons for loss of capital subsidy (X in crore)

Loss of capit.al subsidy due to: Amount |

1

1 | Departmental execution of works and exclusion of substations in the DPR® | 14.45

2 | Failure to include VEI works in the DPRs of six northern districts 29.85

Rejection of increase in cost due to additional quantities (Idukki district) 2.00

Total , 4630

Detailed audit observations are as under :

* _As the implementation of the Scheme was delayed, KSEB had to execute
(2006-07 to 2005-10) many of the works under normal developmental works
during the period between the earlier sanction and preparation of revised DPR in
anticipation of sanction from REC. KSEB incurred ¥ 11.69 crore on this account
during 2006-07 thereby losing capital subsidy of ¥ 10.52*! crore.

* KSEB proposed the work of augmentation of a Sub Station at Thodannur
Block and construction of one Sub Station at Tanur Block costing ¥ 4.37 crore
with its own funds, Failure of KSEB in identifying and including these works
under RGGVY resulted in forgoing of capital subsidy of ¥ 3.93% crore.

* KSEB awarded (August 2010 to March 2011) the VEI works in six
northern districts on turnkey basis at a total 'contfact price of ¥ 82.09 crore.

40 Due to execation of work under its own fund as normal development works- ¥ 10.52 +% 3.93,
augmentation/construction of Sub Station at Thodannur and Tanur,

41 90 per cent of T11.69 crore
42 90 per cent of 4.37 crore
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Subsequently, based on joint survey with the contractor, KSEB enhanced
the contract price from ¥ 82.09 crore to X 115.26 crore and submitted (July 20'1_2)
the same to REC for approval. REC, however, did not approve the revised
estimate stating that no quantity variation would be allowed as per the Scheme.
Full Board of KSEB decided (March 2013) to bear the additional cost of ¥ 33.17
crore which resulted in loss of subsidy of X 29.85 crore®. V

* KSEB incurred an expenditure of X20.41 crore for implementing the
Scheme in Idukki district. Out of this, £2.22 crore, was on account of rate revision
granted for extra quantities and was rejected by REC. As a result a capital subsidy
of ¥ two™ crore (90 per cent) was lost.

KSEB stated (January 2013} that (a) the implemehtation of the Scheme was
delayed as Gol had neither accorded sanction for execution of the projects at the
quoted rates not permitted execution of the works departmentally. They had
therefore to be got finally executed departmentally; (b) for augmentation/
construction of substations, REC would not sanction proposal for substation in the
Revenue Block where substation already exists; {¢) enhancement in contract price
was necessitated due to the peculiar terrain  conditions and scattered households .
and (d) rate revision in Idukki scheme was necessitated as estimates were prepared
during April 2005 based on then existing rate and rate revision was warranted due.
to increase in cost of material.

The reply of KSEB that REC would not sanction proposal for substation
where it already exists was factually incorrect as both the revenue blocks had no .
sub stations at the time of proposal. Similarly, enhancement of contract price for -
VEI works in six northern districts and rate revision in Idukki scheme could have
been avoided had the estimates were properly prepared. .

Conclusion

* RGGVY, launched in April 2005 had envisaged providing electric
connections to all RHHs and to BPL households free of charge within a
period of five years. However, the Scheme could be implemented only in

- 43 90 per cent of ¥ 33.17 crore.
44 . 90 per cent of T 2.22 crore,
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Idukki district till date (March 20].3j. The deficiencies in DPRs
contributed to delay in implementation. '

*  There was a loss of capital subsidy of ¥46.30 crore due to departmental
execution of work, exclusion of substations in the' DPRs and rejection of
increase in cost due to additional quantities.

»  Electrificagon of public places as envxsaged in the Scheme was not taken
up in the Siate and they were deprived of the benefits of the Scheme.

+ There was delay in identifying villages for supply of enefgy from non-
" conventional sources where grid connectivity was not feasible.

*  Lackadaisical manner in execution led to poor coverage of villages under
- the Scheme.

[Audit Paragraph 3.2.1 10 3.2.7.19 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31¥ March 2013]

Notes furnished by Government on audit paragraph is given in Appendix-II.
. Discussion and Findings of the Committee

.With regard to undue delay in finalization of the process of bidding under
case I for purchase of power on medium term basis and failure to follow CERC
Regulations by KSEBL which resulied in extra expenditure of X 244.07 crore, the
Committee expressed dissatisfaciion over the reply furnished by the Power
Depariment that no intentional delay occurred in the finalization of the tender.

The witness -replied that even though the bidding guidelines were issued by
State Electricity Regulatory Commission in 2005 and KSEBL started bidding
process; due 1o amendments in standard bidding guidelines effected by Ministry of
Power in 2010, KSEBL was able to invite tenders only ir 2011 and finalize it
in 2013.

The Committee noted that the Bidding Guidelines were enforced in 2005 and
amended in 2010, KSEBL came to this process years after and criticized - that
officials of KSEBL were unaware of these matters. The Committee observed that
lack of dmely action from the part of KSEBL resulted in the delay in finalization of
the tender, ' ‘
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The Committee demanded an explanation regarding the violation of CERC
guidelines for bidding in 2005 which led to an exira expenditure of X 244.07 crore,

The KSEB Ofﬁcial_ explained that, as per established norms of CERC,
medium term tenders were invited for 5 year period and first preference was given
for tenders of longer perfods. Moreover for longer terms of power procurement,
rates tended to be cheaper, The witness further added that KSEBL faced a dearth of
ransmission corridors for power transmission at that time ard hence the Board
decided to opt for 5 year tender in order to obrain allocation of transmission
corridors. ' ‘ -

The witness explained fusther that even though adequate power was
available, powér corridor was an important factor and as it was not available at that
time the Board was compelled to purchase power from exchange at a higher rate.
It was also a major hindrance that the major portion of the power transmitted to
- the state through power corridors of Tamil Nadu were procured by them.

The Cominittee enquired whether KSEBL had not booked power corridors in
advance. The witness clarified that power corridors could be bocked in advance
- but only through short-term tenders,

The Committee in this connection sought to be informed about the possibility
of disturbances in the éxist'mg- power corridors. The witness explained that in
2009-10, several private companies had set up gas-based plants in the Himagiri-
Vijayawada Sector leading to congestion in that corridor and difficulties in
transmission of power. This .congestion in the power cortidors led to delay in
getting tenders and the Board had to purchase electricity at Ligh rates of ¥ 7 to
X 10 for single unit from Kayamkulam Thermal Power Plant. Further the Board
was able to avoid load-shedding-only because electricity was purchaéed from
outside sources. ‘

The Committee enquired whether there were instances when the non-
'availa'bility of power corridors led to non-receipt of CGS (Central Government
Shares) by the Board. The witness replied in the negative. The witness further
explained that KSEBL was unable tc finalize the tender as it received only
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2 bids and so it was decided also to retender as the stipulated minimum number of
tender had to be 3 in case of finalization of power purchase. Likewise when
TANGEDCO of Tamil Nadu invited tendars for five years they had received only
single bid. Consequently, TANGEDCO executed power purchase agfeement with
the single bid at a tariff of T 4.84 per KWL.

The Committee enquired about’ the system that prevails for peak hour
purchase and the witness revealed that as such there was no particular system for
peak hour purchase and it is being carried out as per the guidelines mcorporated in
Section 61, 62 and 63 of The Electrlcuy Act, 2003.

The Committee noted that even though the Board opted for a long term
tender it did not derive any economic benefit from it. The Committee enquired
why the Board went for re-tender to get 3 bids despite receiving 2 bids in the first
tender. '

The witness stated that KSEBL was able to finalize the second tender only at
rates of X 4.49 and X 4.45 which were lower compared to the rates at which
TANGEDCO executed Power Purchase Agreement with single bid. Taking this
into account the tender process was viewed as profitable to the Board. The KSEBL
official explained alongwith that 3 years specification was for Medium Term Open
Access (MTOA) but tender can be invited for 5 or 7 years and it is not limited to 3
years. The KSEBL official also stated that the observations of AG were on account
of the erroneous assumption that the 3 year limitation was applicable to invite
tender also in addition to Medium Term Open Access.

The AG official present informed the Committee that the reply being given at
the moment was not submitted by the Board at the time of audit finalization, It
was further stated that Open Access was available in 2012 and CERC norms came
into existence in 2009 and were effective from 2010 onwards. He also pointed out
that KSEBL invited tender only in April 2011 and when in the audit observation it
was pointed out that KSEBL should have limited the term of tender to 3 years
instead of 5 years they had not done so and further they had gone ahead with
retender also, and was able to finalize it only in 2013. As a result power had to be
purchased at a higher rate and there existed a difference in the rate of power
purchased through the second tender and on the rate on open access. All these led
10 an extra expendini}'e of X 244.07 crore. ‘
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The Committee did not view favourably the Government reply that getting
open aceess to southern region was not an issue until August, 2011 and criticised
the Board for not taking sufficient action to obtain open access during 2009-2011
leading to purchase of power at higher rate. The witness replied that there was a
shortage of power corridors at that time and the Government of India allocated
power corridors on a first come first serve basis to transmit power through the
existing corridors and has to submit the details of power required by the State,
Priority was also given to those who opt for longer periods of demand. KSEB was

unable to’satisfy these conditions.

The Committee sought explanation for KSEBL's non-utilisation of the
Baitarani West Coal Block in Talcher Coal fields in Orissa allotted to the Board by
the Government of India for electricity production within the state. The Committee
also sought explanation for not taking decision on the mining process even after
obtaining license for coal mining. '

The KSEB official replied that the Baitarani Coal Block was jointly allocated
to Gujarat, Odisha & Kerala in 2007. In 2014, Government of India de-allocated
the Coal Block as the Monitoring Committee noticed that there was only a scant
progress in mining and establishing a power plant. As a result, Kerala lost the .
allotted coal block. The witness also explained that the Board has been taking
eamest efforts to reallocate the block and requested the Central Government in this
regard. He added that if the Coal Block is re-allocated to the Board it has two
options before it. The first option is to make use of the existing power génerator by
providing coal and avail electricity. on payment basis and the second option is to set
up a new generator at the coal mine area in Odisha and produce and transmit the
generated electricity to the state.

The Committee enquired about the plan of KSEBL to set up a coal based
thermal power plant with minimum environment pollution by using modern
technology at Cheemeni in Kasaragod. The witness replied that the project has not
been dropped. The Committee noted that eventhough availability of land was
higher'in Cheemeni, agitation from the side of the local people caused hindrance.
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The Committee also discussed about the Kayamkulam and Koodamkulam
Thermal powe: plants and also about how KSEB hoped to cope up with the crisis
of peak deficit of power in future. The witness replied that NTPC has raised the
rate of fixed charge for power from T 207 crore to ¥ 299 crore and the Board has
" to pay this even if power is not procured from Kayamkulam Power Plant.
The witness also pointed out that as energy has been converted for LNG terminal
and if state govemment‘ accepts the Power Purchase Agreement at higher rate
GAIL is willing to extend their pipeline in the state. The witness also. assured that
KSEBL is putting all its efforts to provide power at lower rate.

Observations/Recommendations

1. The Comimittee criticises KSEBL: for non materialisation of the power
plant in Baitarani West Coal Bleck in Talcher coal fields in Odisha.
The Cummittee wants t© know the measures taken by KSEBL to
re-allocate the Coal Block to Kerala.

2. The Committee wants a report on the present condition of the coal based
Thermal power plant project proposed at Cheemeni, Kasargod and the
reason for this project not materialising till date.

3. Considering > congestion in the power corridors, the Committee '
recommends that KSEBL should take necessary steps to satisfy the
conditions of the Central Government for availing power corridors during -

" highly power consuming months.

4. The Commniilve recomimends that the Board should implement long term
power plaas within the state and coal based Inter state Projects and that
this should be done in a time bound manner.

5. The Committee expresses its strong displeasure over the undue delay in
finalisation of tender for medium term power and criticises the action of
KSEBL in violating the CERC norms in the Power Purchase Plan, which
necessitated rtetendering and further incurred an avoidable extra
expenditure of ¥ 244.07 crore during the period from January 2012 to
‘March 2013. The Committee opines that KSEB should avoid delay in
processing bids for power purchases and urges to finalise tenders in time.
1t also recommends to abide by existing Regulations and Guidelines
issued by MoP/CERC/KSERC during power purchases.
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" 6. The Committee observes that actual purchase cost exceeded planned cdst
during 2008-2013 due to lack of proper planning. The Committee
recommends that proper planning should be done by the Board for power
purchase so as to ensure that the purchase cost of power never exceeds the
planned cost. The Board should give priority to purchase power as per
plan rather than through costly contingencies / Day Ahead Purchases.

7. The Committee criticises KSEBL, for swapping power in 2011-12 when -
there was power deficit and without ensuring availability of comidor to
return it. The Committee demands that the Board should resort to swap
mechanism to supply power only after ascertaining the actual power
position ‘and the availability of sufficient power corridors for feturn of
power in future, '

8. The Committee wants a detailed report regarding KSEBL's long term
Power Purchase Agreement (PPA) with the private firms KPCL and BKPL
which resulted in purchase of power at comparatively high cost and the
present position regarding renewal of this PPA.

9. The Commlttee recommends that KSEBL should take measures to collect
CDM (C]ean Development Mechanism) benefits accruing out of Carbon
"Credit from the Wind and Small Hydro Independent Power Producers,
The Committee wants to be furnished with the details of action taken in
this regard.

10. The Committee demands a detailed explanation on the extra expenditure
of X 163.96 crore incurred as a result of purchase of high cost power
from traders by KSEBL during the period from July 2012 to March 2013
due to shortfall in supply of power from Central Generating Stations and
consequent power restrictions through load shedding.

11. The Committee recommends that KSEBL should conduct scientific -

studies o determine optim'ﬁm transmission and distribution loss targets so

@ to avoid mismatch in excess Transmission.and Distribution losses
- between KSERC and KSEBL.

1407/2019.
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The Committee criticizes inadequacy of the Internal Audit wing of the
Board for not conducting pre/post audit of power purchases which led to
serious lapses such as pajment towards the exchange rate variation on the
loan component of X 35 crore without producing any documentary
evidence with KPCL and wants to know whether the remaining T 5.90
crore receivable from Kasargod Power Corporation Ltd (KPCL) on
account of claiming the exchange rate variation on the foreign loan
component has been received. The Committee demands to furnish the

s details of action taken in this regard within one month.

The Committee recommends that the Internal Audit wing of KSEBL
should conduct pre-audit of power purchase bills for payment and vetting
of Draft Power Purchase Agreements (PPAs) so as to ensure that the
financial interests of the Board are fully satisfied.

The Committee vehemently'critiCises.KSEBL officials for deficient DPRs

“which were not in accordance with RGGVY/REC guidelines and points

- out that the extremely lethargic attitude of KSEBL in planning and

15,

16.

- execution of projects led to inordinate delay in the implementation of

RGGVY Scheme in the state.

The Committee recommends to fix responsibility and take stringent -
disciplinary action against the officers of KSEBL respon51ble for
preparing deficient DPRs, delay in planning and implementation of the

Rajiv Gandhi Grameen Vidyuthikaran. YOJana (RGGVY) ‘envisaged for

electrification of all rural households and BPL households free of charges
within a period of five years from Apnl 2005. The Committee also wants
to be furnished w1th the present position of implementation of
the Scheme.

The Committee criticises the lethargic attitude of KSEBL officials for the
inadequate coverage of the beneficiaries of RGGVY and for non-inclusion

-of beneficiaries of four Scheduled Tribe colonies of Kodumpuzha,

Nelliyayi, Kureeri and Mankulam in Malappuram District who were
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18.

19.

20.

21
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forced to remit connection charges for electricity eventhough they were
included in the RGGVY Scheme. The Committee demands an explanation
in this regard,

The - Committee wants to be furnished with a detailed explanation
regarding the delay and related cost overn of X 5.63 crore
(X 20.41 crore - X 14.78 crore= X 5.63 crore) that had occurred in the
works related to Village Electrification Infrastructure (VEI) component of
RGGVY Scheme in Idukki District and non implementation of the same
within the stipulated period in other districts of the State.

The Committee wants to be furnished with the details of completion of
electrification of unelectrified BPL house holds in rural habitations under
the RGGVY Scheme in Idukki and in six northern districts. '

The Committee criticises KSEBL for not levying liquidated damages of
X51.36 lakh from the contractor, Wayanad District for not completing the
work under the RGGVY Scheme within the. stipulated time. The
Committee demands an explanation on the refund of-the penalty

recovered .for the liquidated damages to the said contractor. The

Commitee recommends to effect the recovery of the penalty from the.
coniractor at the earliest. :

The Committee observes from the reply furnished by Government that
ignorance of KSEBL officials about the provisions of the Building and :
other Construction Workers Welfare Cess Act, 1996 had led to failure in
recovering Labour Welfare Cess from the contractor in Idukki District.
The Committee wants to be informed of the details of legal opinion
sought in this matter. The Committee also recommends to realize the
Labour Welfare Cess from the contractor's bill.

The Committee demands explanation from KSEBL for not including the
proposal for electrification of unelectrified public places like schools,
panchayath offices, Government Health Centers, etc. in the DPR although
it was envisaged in the RGGVY Stheme for elecmfu:atlon of
unelectrified public places.
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22, The Committee observes that due to non-compliance of RGGVY
guidelines the prpjects were delayed/implemented under departmental
execution works, which resulted in loss of central subsidy amounting to
Y 46.30 crore. The Committee strongly recommends that guidelines of
centrally sponsored schemes should be strictly followed by KSEBL.

C. DIVAKARAN,
Thiruvananthapuram, Chairman,
17th July, 2018 Committee on Public Undertakings.
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APPENDIX 1

SUMMARY OF MAIN CONCLUSIONS/RECOMMENDATIONS

sl.

No. f

Para
No.

Department

- concerned

Conclusions / Recommendations

2

3 .

4

1

Power

The Committee criticises KSEBL for non
materialisation of the power plant in Baitarani West
Coal "Block in Talcher coal fields in OQdisha.
The Committee wants to know the measures taken by
KSEBL to re-allocate the Coal Block to Kerala.

Power

The Committee wants a report on the present condition
of the coal based Thermal power plant project proposed
at Cheemeni, Kasargod and the reason for this pro]ect
not materialising till date.

Power

Considering the congestion in the power corridors, the
Committee recommends that KSEBL should take
necessary steps to satisfy the conditions of the Central

' - | Government for availing power corridors during highly

power consuming months.,

Power

The Committee recommends that the Board should
implement long term power plans within the state and
coai based Inter State Projects and that this should be
done in a time bound manner.

Power

The Committee expresses its strong displeasure over
the undue delay in finalisation of tender for medium
term power and criticises the action of KSEBL in
violating the CERC norms in the Power Purchase Plan,
which necessitated retendering and further incurred an
avoidable exira expenditure of X 244.07 crore during
the period from January 2012 to March 2013.
The Committee opines that KSEB should avoid delay




54

4 .

|existing Regulations “and Guidelines issued by
'+ MoP/CERC/KSERC during power purchases.

in processing bids for power purchases and urges to
finalise tenders in time. It also recommends to abide by

" Power

The Committee observes that actual purchase cost
exceeded planned cost during 2008-2013 due to lack of
proper planning. The Committee recommends that
proper planning should be done by the Board for power
purchase so as to ensure that the purchase cost of power
never exceeds the planned cost. The Board should give
priority to purchase power as per plan rather than
through costly ~ontingencies/ Day Ahead Purchases.

Power

The Committee criticises KSEBL for swapping power
in 2011-12 when there was power deficit and withont
ensuring availability of cormridor to return it. The
Committee demands that the Board should resort to
swap mechanism to supply power only after
aséertaining the actual power position and the
availability of sufficient power corridors for return of
power in future. . : '

Power

|The Committee ‘wants a detailed report regarding

KSEBL's long term Power Purchase Agreement (PPA); .
with the private firrns KPCL and BKPL which resulted
in purchase of power at comparatively high cost and
the present position regarding renewal of this PPA.

Power

The Committee recommends that KSEBL should take
measures to -collect CDM (Clean Development
Mechanism) benefits accruing out of Carbon Credit
from the Wind and Small Hydro Independent Power
Producers. The Committee wants to be furnished with

the details of action taken in this regard.
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4

10

10

Power

The Committee demands a detailed explanation on the
extra expenditure of ¥ 163.96 crore incurred as a result
of purchase of high cost power from traders by KSEBL
during the period from July 2012 to March 2013 due to
shortfall in supply of power from Central Generating
Stations and consequent power restrictions through
load shedding. '

1

11

“Power

The Committee recommends that KSEBL should
conduct scientific studies -to determine optimum
transmission and distribution loss targets so as to avoid
mismatch in excess Transmission and . Distribution
losses between KSERC and KSEBL.,

12

12

Power

The Committee criticizes inadequacy of the Internal

Audit wing of the Board for not conducting pre/post
audit of power purchases which led to serious lapses
such as payment towards the excharige rate variation on
the loan component of ¥ 35 crore without. producing
any documentary evidence with KPCL and wants to
know whether the remaining ¥ 5.90 crore receivable
from . Kasargod Power Corporation Ltd. (KPCL) on
account of claiming the exchange rate variation on the
foreign loan component has been received.
The Committee demands to furnish the details of action
taken in this regard within one month,

13

13

Power

The Committee recommends that the Internal Audit
wing of KSEBL should conduct pre-audit of power
purchase bills for payment and vetting of Draft Power
Purchase Agreements (PPAs) so as to ensure that the
financial interests of the Board are fully satisfied.
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4

14

14

Power

The Committee vehemently criticises KSEBL officials
for deficient DPRs which were not in accordance with
RGGVY/REC guidelines and points out that the
extremely lethargic attitude of KSEBL in planning and
execution of projects led to ‘inordinate delay in the
implementation of RGGVY Scheme in the state.

15

15

Power

| The Committee recommends to fix responsibility and

take stringent disciplinary action against the officers of
KSEBL responsible for preparing deficient DPRs,
delay in planning and implementation of the Rajiv
Gandhi Grameen Vidyuthikaran Yojana (RGGVY)
envisaged for electrification of all rural households and

| BPL households free of charges within a period of five

years from April 2005. The Commitiee also wants to
be furnished with the present position of
implementation of the Scheme. :

16

16

Power

The Committee criticises the lethargic attitude of
KSEBL officials for the inadequate coverage of the
beneficiaries of RGGVY and for non-inclusion of
beneficiaries of four Scheduled Tribe colonies of
Kodumpuzha, Nelliyayi, Kureeri and Mankulam in
Malappuram District who were forced to remit
connection charges for electricity eventhough they were
included in the RGGVY Scheme. The Committee
demands an explanation in this regard.

17

17

Power

The Committee wants to be furnished with a detailed
explanaton regarding the delay and related cost
overrun of ¥ 5.63 crore (¥ 20.41 crore-¥ 14.78 crores=
¥ 5.63 crore) that had occurred in the works related to
Village Electrification Infrastructure (VEI) component
of RGGVY Scheme in Idukki District and non
implementation of the same within the st1pulated permd

in other districts of the State.
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4

18

18

.Power

The Comuiittee wants to be furnished with the details
of completion of electrification of unelectrified BPL
house holds in rural habitations under the RGGVY
Scheme in Idukki and in six northern districts.

19

19

Power

The Comunittee criticises KSEBL for not levying
liquidated damages of ¥ 51,36 lakh from the contractor,
Wayanad District for not compleﬁng the work under the
RGGVY Scheme within the stipulated time. The
Committee demands an explanation on the refund of

|the penalty recovered for the liquidated damages to the

said contractor. The Commitee recommends to effect
the recovery of the penalty from the contractor at the

20

20

Power -

earliest.

The Committee observes from the.telily fumnished by
Government that ignorance of KSEBL officials about
the provisions of the Building and other Construction
Workers Welfare Cess Act, 1996 had led to failure in
recovering Labour Welfare Cess from the contractor in
Idukki Disirict. The Committee wants to be informed
of the details of legal opinion sought in this matter. The
Committee also recommends to realize the Labour
Welfare Cess from the contractor's bill.

21

21

Power

The Committee demands explanation from KSEBL for
not including the proposal for electrification of

|unelectrified public places like schools, panchayath

offices, Government Health Centers, etc., in the DPR
although it was envisaged in the RGGVY Scheme for
electrification of unelectrified public places.

x02/ig
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4

22

22

Power

The Committee observes that due to non-compliance of
RGGVY guidelines the projects were delayed/
implemented under departmental execution. works,
which resulted in loss of central subsidy amounting to
¥ 46.30 crore. The Committee strongly recommends
that guidelines of : centrally sponsored schemes should
be strictly followed by KSEBL.




APPENDIX-II

NOTES FURNISHED BY GOVERNMENT ON THE AUDIT PARAGRAPHS

PARA.

NO.

OBSERVATIONS

ACTION TAKEN BY GOVERNMENT

3.1,

3.1.2,
313
3.1.4,

3.15,
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It may be noted that the",ﬁgures mentioned by the Audit viz,, 16,069 MU




7 2008-09 and 20,265 MU in 2012-13 are not the quantum of power
purchased from various Sources such as CIGS, IPPs, Power Exchanges,
Unscheduled. Interchange (UI) ‘and Traders. It refers to the total

rchase from various sources.

t.ls admitted that KSEB could not add sufficlent installed capacity as
nned to meet the peak demand. It may be noled that eventhough
had planned to establish hydro’ projects such as Sient Valley,
anarithavady, Pooyamkutty, Athirapally, Pathrakadavy etc., it could not
materialised due to severe environmental Issues,. fand: acquisition

pacity could not take place. Also setting up of a coal based or nuclear

plant in the thickly populated State Is difficult. The year 2012-13

as declared as drought year, since the State received the worst rain fall,

t was planned by schedule about 7000 MU hydel power during the year

the actual generation was only 4800 MU, Availability of coal in

Sy severe congestion in transmission corridor to Southemn Region and

e scheduled and unscheduled plant shutdowns contributed to short
ipply of power from Centrat Generating Stations. -

us the faflure of monscon, which s further compounded by the

estion In southern transmission corridor and outages In OGS made it

difficult for KSEB to meet the system demand duwring the period,

ich in turn forced KSEB to purchase power from various sources such

S 1PPs, Power Exchanges, Unscheduled Tnterchange (UI) and Traders. It
kindly be noted that these factors are beyond the control of KSEB

mption during the petiod which includes KSEB's own generation and )

5, forest clearance and hence the expected addition in instafled

19
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“As pointed out earlier, KSEB could not add sufficient installed capacity of

hydel generating stations as planned due to the severe environmental

issues, land acquisition problems, forest clearance etc. The hydef projects
at Silent Valley, Mananthavady, Pooyamkutty, Athirapally and
Pathrakadavu are some of them. The increase in price of crude oil in
international markets jed to increase In cost of power from existing liquid
fuel stations. Laying of pipeline from Kochi to Kayamkulam has not
materialised even now which acts a5 a bottleneck in the conversion of
fue! at Rajiv Gandhi Combined Cycle Power Plant {RGCCPP). These
factors are beyond the control of KSEB.

The statement in the Audit Report that the Baitami coal block was
deallocated since the power plant did not materialise s not correct. The

" coal block was allocated jointly to Kerala, Odisha and Gujarat, of which

the lead role was played by Odisha. Since the Empowered Committee
constituted for monitoring the development works of coal biock noticed
that the development of mine was not progressing as expected, the coal
block was de-allocated, It may be noted that the delay in land acquisition
process of the coal mirte area by the Govemment of Odisha has led to the
de-atlocation of coal block: It may also be noted that KSEB is still trying to

a9



get the coal block re-allocated and is puttlng in earnest effoﬂ.s to set up a
coal based power plant in the 1000 acres of land avallable at Cheeseni i
Kasargod. But due - various reasons like local protest it is not yet
commenced, KSEBIsaIsotrymgtotieupmthNT'Pcmsetupapower
plant outside the State if local protest continues. :

£9
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Electricity Act, 2003 came into force in June 2003 repealing the Electricity

{Supply) Act, 1948, Indian Eléctricity act, 1910 and Electricity Regufatory.
Commissions Act, 1998. According to Section 63 of the Act, Ministry of

Power, Government of India had issued Guldelines Tor the long term and

medium term procurement of Power by Distribution Licensees through

Bldding Process on 19" January 2005. Based on the guldetines, Standard

Bidding Documents for the medium term and long term power

procurement were published on 27" March 2009, which were further

amended on 22™ July 2010, As power procurement through competitive

bidding process (Case t bidding process) was a new methodology
formulated by MoP, distribution utilibies induding KSEB were not having

suffigient expertise / experience in the procedures.

KSEB and TANGEDCO proceeded for power procurement for fnedlqm
term (5 years) in line with the MoP guidelines. KSEB had invited tender
for procurement of 400 MW (300 MW RTC and 100 MW peak power) on
11-04-2011 for which only two bids were received for a total quantunyof
240 MW. Subsequently, Board decided to retender due to the dearth of
competitive bids. At the same time TANGEDCO (Tamil Nadu) invited
tender for 450 MW RTC power on 10-06-2011, for which enly a single
bidder turned up with offer to supply 100 MW only at a levellised tariff of
Rs. 4.8841 per kWh. Unlike KSEB, TANGEDCO decided to execute PPA
with the lone bidder for 100 MW, Though they applied for Medium Term
Open Access (MTOA) during January 2012, March 2012 and May 2012,
they got MTOA only with effect from June 2013, ’

From these facts, It is evident that lack of response from generators was
_not due to fixation of period of power procurement as five years, but
might be due to the non availability of sufficient generation capacity in
the power market. It is also clear that comridor for MTOA during the




“peiiod from January 2012 to May 2013 was already exhausted as the
entire Avallable Transfer. Capacity (ATC) was ‘allocated prior to January
2012, . ] -

1. Since 2009, many projects Jike Cheemeni (2400 MW), ENG Patronet
(1200 MW) and Brahmapuram gas plant (1026 MW) were under active
cansideration of KSEB for capactty addition, which wyild reflect Tn the
Load Generation Baiance, bid conskderation period: §id quantum. It was
| anticipated that these projects would be materialized by 2017-18 and
after that there would not be any further requirement for purchasing
power. Hence the period of procurement of power was fixed as Syears. .

| 2, KSEB was fully aware that the maximum period for which MTOA can be

applied as per open access regulation is three years. Still KSEB specified .

five ygars as the period of power urement in the bid document since

as per MoP guidelines dated 19% January 2005, medium term power
purchase can be done upto seven years. Also it was anticipated that there

will -not be any deficit in the power availability with the completion of

pmjed:statedabave.Mqreover,forbqgertennofpowerpmcurement,;

the:rates will be better,

3, Even though as per GERC regulations the maximum period for which

MTOA can be applied‘is: 3 years, it can be renewed up ta 5 years by
giving fresh application aftér the expiry of 3 years MTOA or STOA can be
applied for the balance period. This was clarified to the bidders during the
pre bid méetings, :

4. Due to the deiay in comenissianing the CGS stations and other IPPs and
UMPPs  in  Southem Region Ike Koodamkulam, Simhadri,
Krishnapattanam, Vallur etc, and intef regional / Interstate transmission
lines by CTU, severe corridor congestion had started since 2012, As per
CEA repoits It was that Southem Region would be power
surplus by 2011 with the commissioning of the above CGS Stations and
UMPPs. Non.materializaion of capacity additions In Southemn Region and

delay. In cofnmissioningg the inter regional / transmission. lines by CTU
were beyond the controlof KSEB, .. .. o o
. : . that Um_e_'wa.-_s because of. th_t!_"'constra'lﬁﬁ

pse

140772018,

99



6 Asregardsﬂieddayhfnallsatm of bid, it may be noted that KSEB

hadfﬂadpembnhdqe-meKSERcfmappmvaiofaselb:m-

document on 17-12-20p9. In the meantime, Ministry of Power. (MoP)
issued ‘revised Standafd ‘Bidding Docuthents on 22-07-2010, which

neoessrtabed KSEB to Incorporate amendments In the tender documents -

and submilt for the approval of the Re%ulatory Commissian. The appqul
of the Commission was granted on 4" October 2010. The delay caused
for getting the bid documents approved Is beyond the control of KSEB
Ltd. There occourred some delay in submitting - the revised bidding
procedure before KSERC as the entire bidding docurnents were required
_to be redrafted based on the discussions at varigus: Jevels so as to make
the document foolproof in every respect. As a Fesult, KSEB could invite
tender and finalise the entire. process within ﬁvetihonths

Thus it s clear that no Intentional delay was accurred in the finallzation -
of tender Invited for purchase of power on medium term basas under case-

lbiddmg

99
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Audit has pointed out-that.power purchased by Chief Engineer (Commercial
& Tariff} has* decreased ‘from 94% In 2008-09.to -84% In 2012-13 with
cormesponding increase In"procurement from contingency market. It appears
{ that Audit came to this conclusion, considering thg energy received from
sources ke IPPs, CGS, Short Term Contracts,” Power Exchanges and
Unscheduled Interchange. It may be noted that KSEB had contracted
sufficient power for meeting fts requirement In advance, but open access
was not granted for the same which is beyond the control of KSEB.

| Getting Open Access to Southern Region was not an Jssue until August 2011,
: Most of the applications for Open Access received till that period were
! cleared without any curtallment. But the situation changed dramatically in

September 2011. The generation ‘projects in Southem Region were not
! commissioned as per schedule. The coal shortage in existing thermat
. Stations and drastic reduction in gas avalfabiiity at KG basin worsered the

T situation. This overturned -the whole system, In short, from 2011-12 |

. onwards, Open Access was granted only for a marginal portion of the
" contracted power and this might have leag te the Audit Observation.

‘It may please be noted that léSEB has po control over grant of Open A&:ess,
or any of the reasons leaging toit,

It can be seen that KSEB had anticipated demand to a reasonable level of
accuracy and contracted power to meet this requirement. In fact, KSEB had
contracted more: quantum, since the allocation will be only on prorata basis,
But since there was comridor congestion, CTU / SRLDC did not grant open

- from contingency market, " - : P

' . : -

L9



‘s pointed out: earlier, shortage of coaf availability and scheduled. and

_ unscheduled outages in CGS; severe congestion in transmission coridar for
.evacuation of power to Scuthern Reglon in spite of tying up sufficient power
and the faiiive of monsoon kad to the decrease in purchases made by Chief
Engineer (C&T) and increase In-purchases made by CE {Tr. & SO). It may
kindly be noted that all these factors are beyond the control of KSEE. '
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Auidit has considered me;pradldims made in ARR & ERC filed for'2011-12

which was prepared based on.avallable-data as early as November 2010,
Power System Planning isa dynamic activity.. lnltial forecast on Bemand and
Availablity is made baseg.on available dats: ( ort of the Electric Power
Survey Commitiee constituted by Central E N Authority, historic data
on demand and availabfiity, ‘anticipated genaraﬁon addition etc). A large
number of factors affect these predictinns (e.g. delay in commissioning of a
power plant or transmission line project in some other part of the country,
early or delayed onset of monsoon / summer, unprecedented climate, or
even a popular program being telecagted in television can, make a
considerable impdct). Any variation froi these predictions can and will
severely upset the system and thus require dynamic correction to be made
in original plan -

Subsequently India Metaorologncal Departrnent — IMD " predicted  betrer
rainfall during June to August 2011, Kerala Power System s highly

-dependent of hydrogeneration. Inflow during South - West monsoon plays
an Important rofe in Power System Planring. This arapect was not considered

in the atdit.

"The main observations in Ehe Audit Para are analysed in detail below:

KSEB had swapped power during the months June, July and Aug 2011,

when there was peak deﬁdt deviating from Power Purchase Plan for.

2011-12

. The cbservation of-‘the Audit that KSEB had sw_apped -peak
- power durihg the June 2011 is factually incorrect. KSEB had
exported ofily non-peak power during Jupe 2011 vide Power

’ SWAP agrégrment No. 7/2011-12 dated 26-05-2011.

. of ‘the Audit that there was peak defict
_during Julyjand August 2011 is also incorrect. Though Round
the Clock (RTC) power was exported during these months,
the actual’ *availabliity (after export) was more than the
demani. Lia Réstriction was not necessitated during these
mionths. In other words, power swap had’ not adversely
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- affected thé system management.

+ - Observation that KSEB had swapped power deviating from |
“initia) Power Purchase Plan for 2011-12 is correct; but the
“earller plan was revised by the Board based on subséquent

developments.

As per the. earuer predictions (based on historig 1 data) a totaf inflow of
3443.77 MU only was expected during June to August; 2011 (1% monsoon).
But subsequently India Nleteorobgical Department {IMD) predicted better
rainfall and cotrections were made actordingly on power system plan. As per
the revised prediction many stations (having total capacity 800 MW) were
expected under MUST RUN status In order to minimise the spifl. Fower
demand (MW) during the night hours in thése months will be usually very
fow (1000 to 1500 MW), out of which 850 to 900 MW was met by the share
- i from Central Generating Stations. 80 to, 85% of contracted power was.

-required to be scheduled for avoiding payment of compensation. KSEB had
o find market for the excess power available during tow demarid- period
(June to August), either by way of sale or banking (swap). Since Kerala
.required additioral power during summer months, the best option to
manage excess power during low demand period was swap.

Ex post facto analysis shows that the commection made in power system
planning based on revised prediction {excess inflow during June - August)
was correct. We could reduce the power generation from costly liquid fuel.
stations to the maximum and at the same time bark additionai generation
for summer use. ’

Thonth | Tflow (MU} ] Fydro Gen | 1PP Liqud Fuel | KSEB  Liquid | Swap

: M) (MU} Fued (M) -Exp
Predic | Actual { Predic § Actual | Predic | Actual | Predic | Actual | (MU)
. tion Shon : ton ton
Jun 7053 | 1236. {4821 {6311 | 1101 | 6287 | 4500 [ 2086 | 27.00
0:1 8 19 A 6§ |6

|_J_u_| 1563. | 1318 ?503.0 6234 | 6277 | 6.28 4650 | 949 7392 |
3 4 : .

2001 |07 ]
Aug 1175. | 1654, L5228 | 649.7 [ 6277 | 0.74° | 46.5¢ | B.48 2102
4 .

01 I3 19 - {2 _
Varia (+1765.27 | (+)396.35 | {-)166.26. T(99.14 | 12194

on

Even by optimising hyd;o generation, there, wais splll of 30.70 MU 45.70 MU
and ‘173.15 Mu respactwely in-June, July and August 2011. Minimum

0L



1417 MW (Aug). If the aaard had not revised the strategy and Increased

hydro generation to U\G‘ﬂptlmum level it -would:- have resulhed in addttiona!_
_splllage {121, 94 ML,

KSEB was expecting acute power shoﬂage dunng.ﬁummer and the cost of
power in short term market was expected to héﬁ;prohiblﬂvely high during
that period. North and éastern states of India usually. have a high demand
from June to August, Banking of surplus power during monsoon and
retrieving the same during summer was the best avaflable option and KSEB
was significantly beneﬁtted by this strategy. )

2. Imprudent decislon of swap during June to August 2011 resulted In
" | extra expenditure of Rs. 30.95 Cr.

w . Remark of the Audit that swapping of power during June to.
. Aug 2011 resulted in exira expenditure of Rs. 30.95 Cr.
during Feb 2012 is misieading. .

By swapping KSEB was utilising the hydre potential from excess inflow from
the South-West monsoon during June to August to the maximum. 1f left
unutilised it would have resutted only in spilling of reserveir. By ensuring
maximurn generation and banking the same, KSEB has not only saved the
rational resources, but also ensured that & would benefit the State’ of Kerala
in future period, hopefully during the summer of 2012.

it is true that due to certain force majeure situations, corridor was ' not
available for returning the power as per the original schedule. But finding of
 the Audit that KSEB whs forced to purchase costly power during summer of
‘| 2012 due to swap aq‘)aars to be unfunded. It may please be noted that
none of the stakehorsers (viz. KSEB, ERPL or GMPRETL) were responsible for
the unforeseen development and all parties are eager to conclude the
mnh'act.Pumhaseofcosuy power form short term market could be
minimised with the epergy returned as part of banking arrangement. All
‘parties are willing o transfer the balance quantum. KSEB will be able to
back down costly fiquid fuel. station or similar costly power when the return
quantum is scheduied ‘

Observaﬁon of the: Audit that Decision for swapplng power
was |fnprudent is-alsobot correct.

When India Meteorokigicai Department (IMD) revised their earlier pledlctlon
and forecasted w_ms reviewed ‘its . power _management
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“strategy. Many of is’ hydmstadons were expecued under MUST RUN status '

in order to minimise the :5pHl, Demand (MW) during the night hours was_
expected in the range 1000 to 1500 MW only. BOO MW was expected from
MUST -RUN hydro statiohs in Kerala and 850 to 900 MW from Central
Generating Stations. Bomss%ofoontracted power also was requtired to, be
scheduled for avoiding payment: of tompensation. KSEB had to find market
for the emoss power avallable during low demand period during June o
August, . .

ltmaypleasebémtedmat, unltrateofpowerduﬁngnmsoonls
comparatively low and during summer is very high. Table below shows
monthily rates (Rs./kWh) during the financlal year 2010-11 and 2011-12.

Rate of power from Short Term Market

) Month | 2010-11 (Rsskwh) fgi.}iﬁm_
April Rz 6.51
May 702 4.91 ]
June R 421 "~ 1425 B
July 442 1 4,07
Aug 4.43 4.43
B Sep 35 473
o | 434 6.00
Nov 3.72 5.02
Dec 340 . s
Jan o3 495
Feb - 4.74 7.27
Mar 6.68 657

BydeddingtoSWAPpmver,KSEBanmedtouhhzeﬂ‘lesurplusand lowoost ]

power available duringthe monsoon and get the banked power back during
summer at which the: demand and raﬁe of | power would be comparatively
high. —

L



3.1.7.6

' ConsHeﬂng the ohservaﬂons of the Audlt team; it. has been decided not to

‘ ’zmzms Moreover, BSES -power plant has the added advantage of

renew the PPA with KPCL which lsduehoexpireonal*my 2016. Since it'is
bemrtohuvesmndbvaltemaﬂvslnkmlammwmepowerakkh
case of a major outage of Central Generating 5 or non-avatlability of
b'ansmisslon corridor to Southern Region, Board + ‘taken up with the State
iGovernment for Extension / Renewal of PPA of BSES Kerala Power Lid for
fmyearsunsupplvofpowqrwbughmebngtennconh'actsls
Iqudonaiise_d -Accordingly. Government have examined the matter in detal!
and - aceorded -In-principle”"aind conditidnal sanction” for extending. PPA
|between KSEB Limited dnd M/s. BKPL for the combined cyce powes piant at
[Kochi for two more years, as per G. O (Ms) No. 3/2015/PD dated:

Mviusltuatedattheloadcentreitself whlchreduoestheu'ammhslonand
dlsl:rlbution losses to a great ¢ extent.

1407/2019.
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In meparagraphBl??aftheaudltremehasbeenstatedmatKSEB could not achieve
the noms fixed for wind enerpy for the years 2008-09 and 2009-10 vide KSERC (Power
procurement from Ranewable Sources by Distribution Licensee) Reguiations, 2006. I has been

+ résnarked that IEEBasasnmuﬂﬂtystu‘dhavemmpliedwiﬁrRegulaumofKSERCisam

from time to time in this régard.
The following

L

remaﬂzsnoﬁuedmuismgnd
In sccordance with mssm(e)ofmemzwa KSERC way back in 2006 had

- Issued KSERC (Power procurement from Renewable Sources by Distribwition Licensee)
Reguiations, l .

Renewable Sources by Distribution ) L

Consideiing the limited avaitabliity of renewabie Sources i the State and the

difficulty faced by the obligated entiies in the State to mest the higher- Renewable

Purchase stiputated In KSERC from

Scurces by Distribution Licensee) Requlations, 2006, KSERC in 2010, issued new
namely KSERC (Renewable Purchase and its

protured from generation based on solar as ranewable energy source
Subsequently, KSERC. vide the order dated 4th Aprl-2013 orderedﬁ;at.RPOforsolar
shall be reckoned ©40.25% . from u-leyeuznla-um'lyandlhereamuitshalbe
ncreased annually at 10%.
xseahasbemmmwmmmmwmmwxssaumammm»e
Ouigaﬂonmdlt;tompllanue) Reguiations, 2010 issued by KSERC.
The actual

* energy detats ang the Renewable Purchase Obligation
ad'deved by KSEBL for the years 2010-11, 2011-12, 2012-13 and 2013-14 is detsifed
nuwaue‘wgysmrcs Gme-aum(m)
i‘o 11 2010-11 | 200312 | 2012-13 - | 201314
NEER 378.24 T32272| 30019 | 4384
1 4 — -
2 KSEBWind 1.51 . .203 176227 -
3 | IPPs -SHPs ! 3.5 4129 3382 | 63.85
4| TPPswind 63.04 67.49 68.34 | 65.80
5 mﬂaﬁn L | 3407 37 33.55 | 57.74
“Maniar Captive- SHF {not o
6 | claimed RE) . o l40se - [ - "3e1] . 21494023

vi



Y] 7] rom . . lssose so5.61 | 4s0.5 | 833
Net energy consumption by '
KSEB as o distribution bisheee | 14006.80 | 1550844 | 16337.48 | 16930.89
Renewable enetgy as a
percentage: of total energy :
digtributed 3 91% s za% 2.81%
.3.03% [ 330% | 3.58% SEE

- 8. As detailed above, mmmmmmmmsp&mgwhmm)
of the RPO Regiilation, 2010 for'the years 2010-12, 2011-12 and 2013-14, Howaver, for the
m!olzu.&uemaﬂnﬁdnmmhummmmehfaﬂmnf
umsmndmngmevearzounmmsdndhmhmwaﬂmmw
- Hydel and Wind Energy Projects Ii the State, Against this small shortfal -of 79.98 MU in 2012-
. 13, KSEB had procured 163.24 MU, ssmnumszmmmmauewhme
years 2010-11, 2011-12 and 2013-14 respectively.
9. The matter was promptly néported. to the CumrrﬂssmnbyIGEBvidefetterdated 11-07-2013
and KSEB had also Med a petition before KSERC requesting to allow the carry forward in
shortfal in RPO to subsaquent years.
10. KSEBhasmanngwmmwm}tsmmrgetwenﬂmmh ‘there are several
mummmmmmmmmnmmwma
,uu-muuuuw
iSmanHydrnlsmemjorrefmbIeewgvmavaﬂauemmesm Theenerw
mtauﬁtrﬁomsnmnstbmmvagmasof

mmlng

13. mmumm:msnasnmmmmmwm

namely- KSERC (Power : procurement from Renewable Sources by Distribution Licensee)
mmmmmm;m&m&nm

vaﬂlhmﬁmm
wodﬂnmmmwm(wmmmmmn
aNl 1PPs were requested the KSEB to transfer the share of the COM benefit raceived by them
mmwuedcmmmmmmwmmwmelmwsnm
Consultancy and Engineering Services Lid has intimated that they have availed the CDM
benefit. Accordingly M/s. MITCON was requested to transfer the share of CDM benefit availed
wmammmmmmumusuy-mmurmmsu
Thousand Eight Hundrey and Forty Three only) to actouht on 11-07-2015. But, majority
oflhelPPshmnlrlhmpdmmmmlrm mdmmwmmofm

KSEB,

SL



/s Zenith Energy : Private Limited vide thelr leiter dated 20-01-2015 had intimated
that there &5 nd in sale of CERS after the profiect got registered as CDM project due to
no demand and low mmmmmlwmmummmuem
them 1o piss over to the KSEB
lnnmwmﬁ:mmmmm,umkmmwmu
Cllhﬂl . \. i —

mmmmm fru'ﬂWs EDCi,hthisregardwldaﬁe

ﬂenwmmmgdcoﬂbeneﬂtsmngmofnmmaﬁnlswm pusuec
wmmmm
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mmws‘mmmmzmu&mmﬂ,mﬂsmumwon
me(lﬁ)mmmﬁmuwmmm-ofMJW(nu
_umumuseauw;mmmmm;mu. R

mu\sm'umw,mbemmmmlmmlofmm
q:supasapc_mmu'pm.mmmzmmmnks_szi.ssnumas

mmummmmmwhmﬁwm
CG5 Energy drawal detalls 2012-13 Pl
Month - Energy drawn by KSEB at | Energy drawn by KSEBL
KSEBL end kWh. = [.at
Y ator end kWh
July 658660836 1
Aug 573430480 - | 598038297
Sep 17 - 92099232 613559252
Oct 12 TSAAE5301 - 785011463
. Nov 12 __ 688406115 | 72062321
. Dec i - 752569915 762640832
Jan 13 - __B10572167 831071688
Feb 13 - : 709059863 7145019454
Marild JNT703 745171496
Total energy drawn 6261471612 6521554319 -
by KSEBL from July -
12 to March 13 .
mmmammmwmuwwmmd

costs incurred are ‘pass thvough' and the ressonablaness of cost is assessed on normative
basis. As per the CERC raguiations for the period 2009-

13-14 (mmu»mmz-n),
the normativé Tactor to be attained by the various OGS are as foflows: . -
} : Normative Plant .
t Avaliability fector .
o . o be sttnined as per
' .| CERC Requiations
85%
75%
5%
. 1 80%:

- The dmmmmwmnmmum
and unscheduled Shist downs for mainbenance. purios In case of Thermal plants, as per
mmmmmuﬂu‘wm«mwmmm“
applicable for lesser avalabiity. The 100% Mwed charge recovery is aiso based at 85% of the

il



%
Imﬂmmmum:%sMhMHmmmm
shutdowns, T it exceeds: this Kmit, the feed charge
the avaliabitity of the plant and the variable charge is paid only for the

“The actual plant availability factor of these stations during 12-13 is as foows.

: Avallabitity factor to be | Factor during
attained 2 par CERC 2012-13
| S Regulations " . .
NTPCATalcher ) §2% A £2.4%
RTPC- 85% T |esam
NLE TPS I Stage | 5% 86.5% .
NECTPS Il Staged 75% %
HNLE TPS T Expansion B80% ) 90%

) mmammmwmmmmmmmﬁs
based on the availabiity declared by the OGS stations. It can be seen that aimost 100%
scheduling Is done by KSEB as per avaliability dedared by various CGS stations,

It 15 also pertinent to note that there was domestic coal shortage during the period,
which affected the availability of coal based OGS , which contributes the major portion of CGS
alocation, 1t is mentioned in the audit para thit ag per the clause for the settiement of disputes
in the agreement, any mmwuddmmmmummmw
_ which: are falling under the provisions of the Electricity Act 2003 has to be daalt in accordancé
mmmmnspummoauuamwmm the Centrl Commission shall
adjudicate upon disputes involving generating companies and to refer aoy dispute for
arbitration. It may please bé noted that in the CERC regulations, only fixed charge is linked with
avallability of the plant ( inceniive is given for genevators if availabllity is more than normative
avallability and fixed charge will be reduced proportionatety for avallability less than normative
value) and there Is no provision to penalize the genegator for reduction in generation due to
short supply of coal. Herce this kssue of shortage of coal was taken up by utittles indluding
KSEBL in verious forums like inter ministerial sub group meeting under the aegis of 15 (LA)
Minlstry of Coal, Soumemkeolunalmer(:ommlrhee meetings, MoP etc.

Hence it can be concuded that X

1. The entitiement of power from CGS Is the upper Hmit up to which power can be avalled by &
utitity based on installed capadity and allocation of power. Within the fimit of entitlement, the
availabliity of power to each utility would be deciared by the CGS on a day ahead basls and the
utilities woukd be altowed to schedule power based on the avallability. '
meofpowuubasedmwmwdmofcesmmdmtbmdm
entitfement.

3. The Laiff of CGS siations is issued by CERC and penally and Incentive elc can be
implemented based ordy'on CERC orders.
4. mmmmdﬂmwmsmmmumsmm

the normative , pro rata rediction in fixed charge can be apphed.
5. CGS stations aiso mmheavallablemmdmumpower to get maximum fixed cost as
schaduling above plarummmlyfam-(mmmmmmmm

Capacity charges.
6. msmmmmmuaﬁmmmmmmm
;wwmmmmmmwmmmmwm

mumbeseenlhaaudtobsuvaﬂmmmpumfmmcﬁsfumt
stpﬂyhgpmeraspaenﬁdsmﬁlsﬂhnﬂmm procedures followed in
purchase of power from CGS,

8L
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 During the period between 2001-02 ahd 2013-14, the TBD (653 In the Kerala Power system

i premier
mhmmwmsmwummmmmmmnmmgmmm_
country. The CEA while preparing the pawer requitement of the States in s 16™ electrc power
survey report has estimated the TAD loss in all the States based on the transmission network
epansion plan as well as the upcoming -generstion in different parts of the country. The
methodology arrtved by CEA in the 18™ EPS report to assess the TAD loss forecast for the 12*
plan and -13* plan period has been worked cut after taking into acogpt the fkely effect of
steps being taken and programme envisaged for strengthening of 8D system, effective
metéring 25 well as based on the pest trend In TBD lossés for each/state, As per the 18" EPS
fapott,theallIndaT&kaeujemdbvmeendofnelT"plmisexpeﬁedtobeis.M%.
The TAD ks of the state is well within the target set by CEA.

has been reduced from 30.76% to 14.96%, a recuttion of 15.80% during the fast 12 years as

detalled below in the table. o
- Exfent of reductions of TAD Losses
Year _TD Loss within Extent of reduction (%)

. KSEB systam (%) Yearly . Cumulative
2001-02 30.76 ) R
200203 29.08 1.68 1.68
2003-04 7.4 1.64 EX v}

2004-05 24.95 248 ©SBI
2005-06 296 - 199 _ 780
200607 2i47 1.49 1 9.29
2007-08 2002 145 10.74
2008-09 18.83 159 11.93
2009-10 Coozn 112 13.05
2010-11 16.09 1.62 1467
201412 1565 ° 0.44 15.11
W1213 - 15.30 635 15.46
201314 1496 0.34 15.80
 comparisan of the TAD loss estimated Dy CEA for the years 2009-10 16 2013-14 and that

: Year ; T&D Loss assessed by TA&D Loss achiaved by

) E CEA (%) system (%)
009107 - 19.59 7
201011 1000 C 1608
2011-12 - 1840 - 1565
01243 - 178 - o 1530 o
01244 ¢ v T 149 ‘

6L



The savings in generation and powée purchitié coft WA the TAD loss adhieved by KSEB Lid
SUpassing the targets sét by CEA s in the tatée below. -

astimate within sles Generatia [ Savings in Power
Yex KSEB nh purchase cost)*
dby CEA within
%) System the State Power | (Rs.Cr) .
(%) oy | Purchase |
. : T
W1 1ese | w71 | 1397109 | 39695 13853
z‘ﬁ"‘ I 1 1608 | wse79 | 62267 | 21800
BT 1ge | ases | 1599053 | 63648 [ 22347
M- rs | o153 {1ee2¢ | s0as2 {262
2‘{?‘ 172 1496 | 1745004 | 55525 13434
*Ectimated considering power purchase cost as Rs. J..Wpermﬂ‘
The comments of the Audit appear to be without taking into ¢ jeration the achi t of

T&D bss redudtion and the savings in generations and power purchzse cost, It is submitted
mnmwltmmmwfmmmmmmmwmmmm

.

08
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3L7.11

It may be nalcd !hat conmdérmg time consu'amls and urgencies, pre-audit of Power
‘Purchase bills before paymenit wids not practical and hénce such pre-audii was nor
envitaged in ihc_audrt plans of internal audit. However, internal audit now focuses
on posi-audit of power purchase {ransactions on a concurrsnt basis to snsure that the
lapses as pointed ont by audit will not be repeated,

Draft uore-mems.m!ned to power purchasefrading n'ansactlons and other 1clated
dctivities are duly vetted by the Legal Department of K. S‘E;E Limited teaded by
the legal Adviser & Disciptinary Enquiry Officer (LA §s DEQ)Y whe is a Diswrict
Judge on depu‘.atlon from the Judicial Service, which will definitcly teke care of
legal and ali other aspects of PPA to protect the interest of KSEBL,

3

lnpzﬂaudltteamv‘depaali17lidmmmkmmmm&ﬂm58m
74 percent of pOwe: through purchese from verious sowrces durig the period
2008-09:02012 uandhadtospendabwlsswszmurmemlmenueforpuwer

Durchase, It has been stated that the net realization from purchased power was less than the
" cost adversely affecting the finandial position of KSEB.

C. Itis admitted thit the' average cost of supply of KSEB is more thon the 2veraae

maﬂuﬂmmmuﬂﬂmdhemsdwmhemmunhrhqedrewgapmsmgfmm

2008-09. mmman&nwmsmw power nurchase expenses, KSTB has

Mmmm*“mmemmwmuﬂMWmmmwmwwNmmmu
soastnmﬂ\emm Supply.

,”ﬂmmmmum-mammmmmmmugmammmw

. ;-

1407/2019.
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: pun:haa through the foﬂowil’&g

R Sd\edl.rmgmegmer mupumshieﬂybmdmmltorder
" Proguting powes mammumsmma-
u—a}fm'atnmstwwmuve

; mnmmmdmsmumstomemm.

from renewables.
Mmlg initiatives For meeﬂng the emerging power
aenuenbelow
Into PPA with M]sTATAMAITHQN fof procwing 300
MWatCE&Cappmvedta-lffforSﬁyearsme ateratelsahoutllsQZO
’ per unit. : S
(b) - KSEBL had enicred into PPA with Mfs DVC for. procing 100 MW at CERC
approved rate for' 30 years from Medla Plant and S0MW from
plant. The apifoximate indicative rate of DVC power s als0 about Rs 4,20 per
wnit.

&  KSEBL s the pmuﬂhtyhthecmmwmmlhacﬂnaimimeﬁdcﬁng

. process as the bidding guideimes DBFOO notified by the Certral

Yy Government oonforming with section 63 of the Blactricity Act-2003.

Accordingly, KSEBL had éntered Intd FPA forpmcmngsGSMWmDBFoobasls
fnrapeﬂod 25yearsasdetalledbdw

Tauezsomwsofy_vewngmg r_mmmwmm
- Quant Tanf? as on | Period.of
;lo' Name of Hrm power in Mu\:’ commenceme
' (Rs.fkwn) nt
1| Jindal Power Limited 200 3.60 2016 for
- 2| Jhabua Power Limited us 415 .| 25 years®
Bharat Aluminium Cpmpany .
3 | Umited _ - 100 4.29
4 | Jndal India Therma! Power Limited | 150 4.29 From Qctober-
. 2007 for
S__| Jhabua Power IerFed ] 100 4.29 { 25 years :
& | Jindat Power Umitdd 100 4.29 - i
7 Er_\erm anaue Limited 100 4.25
Total 865

: Asdetaued?abwe,dmﬂ\elasttwoyears,xsmhadmtuedmthPAwm\
vatious generators for procuring 1265MW power on long term basis For 25 years at the mast
mmmmamwwﬁmn4nwmmmm
achmuent.meeiedﬁdlyreqmruwﬂo(mestatecanbemettoagfeaterexhentatmosx
| competiiiva cost of supply]
Furﬂml’ornmﬂngthebalmceenargv qui t after accoursting the hydel, CGS
mmmmmmmmmumwmmmmm
. powver from medium-term basi
.1 KSEB.hadmwedIntuPPAwlthMISNWNforpmcunngM{]MWandM!sPTCfor
procuring IOOMW]uﬂ'mperlodfrom March!OldtoFebZDl?atalevellsed tariff of
aboutRs‘ISDpergﬂt
L KSEBLhasbeenmemmerexmangsasandwhenﬂtsams

available at compefitive rates.

8
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mmuummmmwmsmmmgnsmwmm
ﬂvegapbetwemmagecnstofs.wlvmiawmﬂzaﬂmsﬂemt This gap <an. be
bridged oniy through tafie . revls:on measures which are o be decided and determined
by KSERC:-

mwvmmmwmmmmmmmwmehw
generation, purchase of power. However, KSEB is putting In earmest efforts
mmmpmatremble!anﬁhmvanuussoumestommmndemand

L}
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“Introductory parl. Hence no remarks.




3.2.6

327

3271

3

in [l
I

! Rajiv Gandhii ‘Grameen Vydyuthikaran Yojana was launched by
¢ Ministry of Power, Govt. of India during April 2005, KSEB had
 prepared _Projo;:t Report as per REC guide lin¢ for RGGVY and in
. consultation with local representatives within the very short period
! allowed by MJs REC and submitted during April 2005 itself. Hence
realistic field survey could vot be conducted at many. locations for the

preparation of Projéct Report and excess over the projected duantity




was included “in ‘the DPR 10..avoid - deficit. of fund during actual -
cxecution. Among the 14 schemes submitted, M/s REC ‘issued
sanction for 7 districts viz. Kasargod, Kannur, Kozhikode, Wayanad,
Palakkad, Malappuram and Idukki for an amount of Rs. 221.75 Cr on
05.08.2005. Even though KSEB Lid had taken 1geE steps in time
for implementation of these séven schemes, otify one scheme (Idukki
district) could be started and completed under Xth plan. The reason
for non implementation of other 6 schemes was beyond the control of
KSEB Ltd and du¢ to the reasons such as frequent revision in DIR,
awaiting decision from M/s REC etc. M/s REC has shified sanctioning
of other 13 district schemes to XIth plan, Ongoing 6 schemes (phase
I) were sanctioned only on 10.03.2010 and other 7 schemes {phase

i) on 19.12.2011 and 14.02.2012. As per REC: instructions the |*

.| completion period for Phase 1l project was 31-03-2015. Closure
proposal for Kasargod, Kannur, Kozhikode, Wayanad, Palakkad and
Malappuram have been submitted to REC. Completion period of
phase IT project is 30-09-2015 and closure ‘ proposal for Kollam,

Pathanamthitta and Alappuzha have been submitted to REC,

The Audit considered the schemes period for Phase II and Phase IIT
Projects from 2005, but actually it was from 2010 for phase II and
from 2012 for Phase 111 projécts, . ' ‘ :

KSEB Ltd had originally submitted proposals for construction
of 7-numbers of 66/11 KV substations and 18 numbers of

33/11 KV substations along with electrification of
tural househoids in all the districts. But REC sanctioned only
one substation in Malappuram scheme on 05.08.2005. The Board
had proposed eniancement of existing 33/11 KV substation in
the revised DFR prepared for Wayanad and Palakkad -
districts. REC had sanctioned these two REDB works along
with REDB work for Malappuram district.on 10.03.2010.

KSEB hiad not n{Fglectcd REDB companent while preparing .
the scheme. ! . . ]
KSEB Ltd had already taken steps for subinitting proposal under

DDG packages. pfter investigation and analysis it is found that J
only SPV-projedfs are viable in the identified remote areas far
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away.from the grid connegtivity. As per the guideline for DDG —
projects; ‘area having population of ‘more than 100 could be
congidered for .the proposal. After cohsultation’ with REC, the
propysal under PDG packisge was submitted and sanctioned by
REC. Gut of the 15 colonies, tendering’ of ‘5 colonies. were

_ completed and work onder issued on 03-06-2013,.The remaining. |
10 colonies were tendered and PQ bid opened. . - : :

Juatest Progress of RGGVY is as shown below:

Teml e 1 Phasene ’:;f"'
B Mool B OB S ;“""."")‘ Southem Toud
. : latricts] districty)
i [Targ | Abe ] Tar wg | Ahc Ahe
Lol vmp i) ger | Ahowmt L7 | oy f Tamet | O
sl s |2 U A I P P PP
% ' —
T [ |2 e |8
vt A ER P U nle | 3
113 )
ar 2
624 | B3 7w fsorsm | o g RET b
o | - 7 :

Lid

. 619. | 19622 | 176
RIS il Reand o1 46| e a9

TEaE

114 1} 8 156

308 215 5 '997 P A8 | 2652 o
rifica '
L . i8 s
tion | 1609 | 1723 | 388 291 .
of 1 FERt) 63660 8.: 7 73453 97
BPL -
HH .

HE

the table it is. clear that KSEB Ltd bad effected service
cofnections to BPL house holds more than the target. Even though
achiievement of $ome of the works was less than the target, aim of the
ie, electrification of rural households, was achieved. With the
abdve infrastructinie, service connections were effected in the villages,

The REDB works-in Wayanad; Palaickad and Malappuram have now
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been completed.,
Fund. receipt from: REC nnd ih utiliz-ﬂon as on 31-03-2615 is
Fiven below: (Ru es in la_kla)

. Fund Toust - -
Year | OB | received | ™™ | Fund
. ) T - | from REC nvnillhl wtilised
3272 : . | | 200806 ole 0 )
200507 0 | 502.279 501170 | i45AT
300708 - .352.408 | 192506 | 362.658 | 198.89;
200809 | 164.068 | £3.51 US| 817587
2009-10 | -570.01 [-10586 488.594 | 732,981
2000-41 | -244.39 ] 318948 294500 | 144.507
201112 | 280029 |0 2000.29 | 2i67.16
2012-13 | 635.i31 | 558080 . | €222.71 | 244466
101314 | 3778.86 | 2327.04 610509 | s814.19
200415 | 290906 | 171457 0547 | 471018 | 27E3T
] Totsi 144753 | ;mo.oz

Please nute that 100% fund has been received for Phase I project, 90%
for Phase 1 and 60% for Phase 111 pmjcm
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Anamoum ofRs. 10 Crore was received as state shm under the head
of aceount ZUQI-SO-IOI -90(P) fot completion of ongoing works under
RGGVY scheine wde G 0. (Rt} No, 203/20!4/ PD dated 23. 07 14, -

Even though KSEB ‘Ltd had originally sublmtled proposals for an
amount of Rsj 438.36 Cr for electrification of rural households in al}
the 14 distric oflﬁerala,REC issued sanction first for'lpm;ectsvxz

1407/2019.

}(asamgode, ayamd Kmmur, Kozhikode, Malappuram, Pa!akknd,
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Idukki districts for an amount of 221.75 Crore on 05.08.2005. As per
the guideline Turnkey tenders were invited on 27.09.2005. But
nobody quoted the tender. The Board ihen. requested REC for
sanction for departmental execution. As per the direction of REC, the
work was re-tendered on 25.05.2006 and the firms quoted bids at |
| ekorbitant rates, which Wwere not financially vj le. .
Agsin KSEB Ltd requestsd sanction for d ental execution to
REC. REC then directed to-award the work in Idukki district to the
lowest bidder M/s ICSA (India) Ltd., Hyderabad, who quoted 19.45%
above the estimate rate and to entrust the work in Kasaragode,
Wayanad, Kannur, Kozhikode, Malappuram and-Palakkad districts to |
M/s NTPC Electricity Supply Company Ltd (NESCL). .
The DPRs prepared by NESCL for Palakkad and Wayanad districts
were submitted to REC Project office on-01.01.2008. REC intimated
on 02.06.2008 that the DPRs for Palakkad and Wayanad districts
would be kept “on hold” and considered only in the 2™ Phase of 11"
plan and submission of DPRs for remaining districts were withheld
till the receipt.of guidelines for projects under 2™ phase of 11" Plan.
After the meeting with Union Minister for Power on 23.06. 2009 &
04.08.2009, the then Hon bie ‘Minisicr for Power, Acl&ia had directed
to submit revised DPR to REC. .
KSE Board requested NESCL to prepare revised DPR for submission
to REC on 10.08.2009. M/s NESCL informed on 03.09.2009 that due
to precccupation with the ongeing RGGVY projects of other states
under execution by them, they were not in a position to undertake the
assignment of revision of DPRs and suggested to prepare the DPRs
for these 6 districts by Board. '
"The revised DPR for Kasargod, Kannur, Kozhikode, Wayanad,
Palakkad and Malappuram, were submitted to REC on 06.10.2009.
- Sanction was received from REC on 10.03.2010. Notice Inviting
‘Tender (NIT) issued on 21.04.2010 and aw'arding of work started on -
31.08.2011.
The 14 Nos of DPRs first submntted to REC were prepared during
2005. The revised DPR for 6 Northetn- districts, sanctioned on

10.03,2010 were prepared during 2009 and for 7 Southern districts -




3.2.7.4

sanctioned on 19,12.2011 and 14022012wm'eprepueddunng 2010.

Thus it may be.noted that the delay has Been occurred due to reasons
beyond the control of KSE Board.

Within the period from 2005 to 2007/2010, as per the direction of
Govt. of Kerala, total elecwification had to be implemented in the
Constitugncies by using MLA fund. Thus $of the works included
in the R_GGVY scheme were executed. under total electrification
scheme, This is the reason for reduction in rural households in the
revised DPR from Rs. 4.68 Lakh to 1.66 Lakh.

While preparing the DPR for implementation of RGGVY, &e works
were included by anticipating  the number of connections to be
effected. EventhoughtiwDPRwempreparedonactual survey, the

-condition of effecting service connection would be varled during

execution. From the Census data 2001 and 2011 it can be seen that the
rural households have negative growth. Moreover on actual.
implementation of the scheme, altogether, 124881 rural households
were there to be electrified against the target of 166000.  As such the
Audit finding that the number of rural households which. is not
electrified (3.02 Lakhs) and loss of benefit to the State is not true.

As already explained, the DPRs were prepared by antlclpatms the
work to be executed during the scheme period. The scheme prepared
was accepted and approved by REC. Even though the number of BPL
households proposed under the revised DPR was 91000, service
conneclions effected under the scheme were more than the sanctioned

quantity (73453 Nos) for which Ministry of Power will release fund as

g ; |
KSEB L had prepared the DPR (from 2005) as per the REC Guide
Lines. Two Officers from REC, New Delhi conducted workshop for

preparation of DPR for 3 days. Within-these periods the concerned

)

_field officials prepared Draft DPRs which were vetted by these

16



officials. - o -

32.7.5

' Based on the number of consumers, some dlsmcts have 2 Electncal

| District wise Scheme. As per the common practice in KSEB Ltd, the

: _havebeennarratedmdetallmreplytoPara3273hemmabove

substation.| °
. 1

The DPRs ‘were prepared by the concerned Dy. Chief Engineer of
Electrical, Circles. The Dy. Chief” Engineers arc the authority for
implemenitation of the work under their Electrical Circle. The DPRs;
wete prepared in the format provided by collecting details for.
electrification of inbabitations .of each Vlﬂage from concemned’
‘Electrical Sectlon Offices. : e

Circle. Ofﬁoes and there was no specific guideline for preparation of

Circle wise DPRs were prépared for districts having two Electrical
Circles. But-as per the direction of REC, revised district wme DPRs
were submitted.

In the DPR, the requlrement of Distribution Transformers were,
calculated ' according to Load demand to cater RGGVY rural’
rhousgholds -In the case of DPR for Pathanamthitta and Alapuzha '
requirement ‘of Transformers were more due to increased load{
demand for effecting (he pioposed number of Servicc Comiootions
The reasons which lead to the delay in submission of DPRs to REL'

Schemes upder REDB were proposed based on the load due'to VEL.

Even though the Board has proposed construction of 25 Nos of |.

substations at various Blocks, REC has sanctioned only one

"mvestlga n and analysns it was found that only Solar Photovollmc
(SPV) prdject is viable in the identified remote areas far away from
the grid ectivity. As per the guideline area having population of

more MIM could be considered for the proposal. Thus among the
identified ‘schemes from Paiakknd & Wayanad- districts, REC has
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3.2.7.6

.| may also notedthat,onceﬂwmﬁasuuctmdcveloped,wecmuse

issued sanction for work at'15 Colonies in Palakkad district.
Even though ‘the DPR were prepared based on the field sunvey, more
householdls were added in that area by the time of execution and in
order to achieve the main goal of RGGVY scheme, for effecting these
addlt!ondhouseholdsmoreworkshadmbeexeeuted,wluchmtum

increased the quantum of material. K
'—?

Even thoygh there were 12.40 lakh un-electrified households, as per
REC guide line infrastructure can be developed only for electrification
of BPL Houscholds. The electrification of APL households can be
effected with the infrastructure developed for BPL households Hence
e connection for APL proposed in the DFR could be
effected with the infrastructure developed for BPL houscholds only. It

it for sub

uent household electriffcation, whether it is APL or BPL. -
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These additional service connections were approved by REC against
the closure proposals submitted by KSEBL. Hence K.S.E.Board
proposed only. 468 Lakh rural houscholds for which service
connection’could be effected with the infrastructure developed for
BPL connection.

As explaied in Para 3.2.7.3, during the _pmod from 2005 to
2007/2010, some of the karas  (habitations) were elecirified under
total electrification (100% electrification) and SC-ST development
schemes. Also, as per the guideline of REC,.the karas (habitations)
having population more than 100 could be proposed for electrification,
Also REC earmiarked cost per village. Since the DPRs were prepared
based-on thése guidelines, number of BPL connections proposed was
less.

As stated in the earlier para, the DPRs were pmpared considering
anticipated number of un-electrified rural households. Hence there
was variation in number of rural households proposed for
electrification. The DPR estimates were prepared based on the then
cost data of KSEB and the bench mark rate of KSEB is less than the
cost data. Subsequently, REC issued sanction, considering the special
_geographical condition and temain of Kerala.

The work under RGGVY-VEI in Malappuram district was awarded to
M/s East Coast Construction & Industries Lid. Chennai on
29.03.2011. Due to slow progress of the work, show cause notice was
given but the company did not properly reply on it and they did not
take any steps to start the work. Finally the contract was terminated on

22.04.2013 and it was decided to complete the work departmentally.
Within this period the families in the ST colony of Kodumpuzha,
Nelliyai, Kyreeri and Mankulam in Vettilappara Village of Areakode
Block unde{‘ Electrical Circle Manjeri requested that they were ready
to remit the! OYEC charge for effecting the service connections at the
earliest. Evén though this work was proposed under RGGVY, service
connections were effected by collecting OYEC charges. Since- the

work has not been donc based on the original DPR, the question of

- omitting 91 beneficiaries in the revised DPR is immaterial.

6



3.2.7.8

3.2.7.9

3.2.7.10

"REC issued sanction for implementation of RGGVY in Kasaragod,

Kannus, Kozhikode, Wayanad, Palakkad, Malappuiam and Idukki on
5.08.2005 for an amount of 221.75 crore and issued in principle
approval for implementation of Scheme in Tvpm, Koliam,
Pathanamthitta, Kottayam, Alappuzha, Emakulam and Thrissur for an
amount of Rs.99.25 Crore on 11.052007. Among the 1 phase
sanction, Scheme was implemented only in Idukki district. The
reasons for the delay has already been explained in detail in Para
3.2.73. :

As per the direction of REC, revised DPR was submitted. Sanction
received, fot Kasaragod, Kannur, Kozhikode, Wayanad, Palakkad and
Malappuram on 10.03.10 and Kollam, Pathanamthitta, Kottayam,
Alappuzha and Thrissur on 19.12.11 and Trivandrum & Emeakulam on
14.02.12. Six  Northemm Schemes were completed on 31.12.14.
Kollarn, Pathanamthitta and Alappuzha schemes were completed on
31.03.15 Trivandrum, Ernakulam, Kottayam and Thrissur schemes
were completed ap 30,08.15.

Even ﬂlougil the. funding is done by Govt. of India, substations can be

constructed. based on availability of land and load flow study- etc,

G6



Hence it is not feasible to propose substation in every block.

Among 25 substations propesed, REC has issued sanction for
construction of 66/11KV Substation in Malappuram, Augmentation of
existing 33/11KV Substation by adding one 5 MVA Transformer in

Wayanad and Palakkad, and one Substation in Erfiakulam. Substation

works - in Malappuram, Wayanad, Palakkad’ have already been

completed and charged. ‘ -

Regarding the 2 substations, substations at Kalpakanchery in Tanur |

Block, Matappuram district was not proposed due to the reason that
land was not available at the time of submission of proposal. REC
had specifically directed that the Substation where land was available
. only shall'be included in the pr . ‘
‘Augmentation of 33/11 KV Substation at Thiruvallur in Thodanur .
Black, Kozhikode district was not included, since the load due to the
Scheme can be met with the existing substation. o
As per that guide line, Substation work shall be proposed only when
the load due to the scheme could not be met with existing Substation.
During execution of work under Rural Electrification Distribution
Backbone (REDB), at Mankadu, due to hard rock, more time had to
be spent to remove it for earthing purpose. : )
Due o non availability of land, the substation proposed in Emakufam
district (Irumalapady) was dropped and enhancement work in 4
existiig substations in Emakulam for withstanding the losd " due to
VEI work of RGGVY was proposed. The delay in Substation in
Malappurain district is mainly due to the terrain’ condition. Due to
hard rock more time was taken to remove it for carthing purpose.
KSEB has/prepared the schemes based on the requirement of field at
that time, I?mpamion of 100% actual DPR for a future work based on
field reqm{ement is not possible. During preparation of DPR, only
| 66/11 KV substation was found sufficient. But during the tendering
time it was found substation with 110 KV parameter is required which
will not b permitted in RGGVY. This is not due to preparation of
faulty DPR. - o - ‘
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Phase I: - ’
REC issued sanction for unplanemanon of RGGVY in Kasargod,
Kannur, Kozhikode, Wayanad, Palakkad, Malappuram and Idukki

| with a total outlay of Rs. 221.75 crore on 05.08.2005. The work under

the schemé in Idukk district was started in 2007. REC issued in-

principle,  approval for implemientation of "the scheme .in

Thiruvananthapuram, Kollam, Pathansmthitta,

Kottayam, Alapuzha, |,
Emakulam and Thrissur districts with total outlay of Rs. 99.25 crore

on 11.05.2007. In the sanction letier, length of LT line sanctioned was
less then that proposed in the DPR. REC considered 0.5 KM LT line
per kara. The information received from REC on this LT line limit per
kara was nsidered for Idukki -district scheme. During the visit for
& work in Idukki district by Sri. Guptha from REC Zonal
it was cleared that there was no such conditions

and eouldﬁd nstruct the required LT lines. Thus rovised DPR was |

on field requirement to cﬂect semee connections 10 all

1407/2019.
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BPL houscholds. -

Phase II: w ' i
M/s REC insisted ACSR Rabbit conductor for 11 KV Lite. But in
Kesargod district, during the survey it was noticed that line extension
would be required after the completion of the project. Hence Raccoon
conductor was proposed. But in other districts, line extension was not
required in the proposed arca and hence Rabbit conductor was

. i | _ .

Phase III: C )
During the time period from submission of proposal to REC and
sanction for departmental execution by REC

» some of the works proposed have been completed under total
electrification scheme, and SC/ST development scheme. Hence, more
time was taken to complete the work to .achieve the sanctioned
| Quantum of work. Now all the schemes under Phase HI-(Seven
Southern District Scheme) have been completed. .
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As per the guide line of REC for DDG paikage, 17 schemes have
been submitted to REC (Palakkad-15 & Wayanad-2) and REC has
samtionpd 15 schemes in Palakkad district. Work Order was issued
for execntmg the work in 5 Colonies. For the remmmng 10 Colonies,
work was tendered and PQ Bid opened. L

During DPR preparation and execution penﬁd Board expected to
complete the work in these areas and tried to obtain forest clearance.
Due to the objection from Forest Department, the two villages in
Idukki district could not be considered for electrification. Hence
electrification of these villags are not included in the DDG projects.

About 1 Lakh houscholds were electrified under RGGVY in 13
. districts. DPR for electrification of 4052 BPL households in [dukki
, district under RGGVY ~Xlth plan has been submitted to REC for
. approval. 17238 BPL households were electrified in Idukki district
" under Xth plan RGGVY scheine,
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32.7.15

The mandatory condition of..ﬁ'mchisé: set up was waived, as. per
communication dated 13-09-2013 from REC, a copy of which is
attached as Anriexure-1. T o .

.&;

Apert from DLCC meeting, K.S.E.Board Lid; had regular interaction
with all | DLCC members during monthly District  Advisory
Committee, meeting convensd by District Collector and would

.| discuss all the related issues pertaining to RGGVY projects for

smooth execution of the projeots. Some colonies in Idukki, Wayanad
and Malagpuram district proposed under RGGVY scheme could zot

| be electriffed due to-non availability of forest clearance. The Forest

_Department insisted that the clearance would be issued if UG cable

- 00T



3.2.7.16

32.7.17

‘was laid instead of overhead lines. But UG Cable iaying is not allowed -

under RGGVY scheme. Hence those colonies could not be electrified,
Even though regular meeting was not conducted by the Chief
Secretary, intervention was made as and when necessary. Also
frequent monitoring was conducted at Board's top management level,

4

Some of the works awarded to the turnkey contractor had  already
been executed before the commencement of the work. Hence field
survey conducted by the contractor took more time and the work could
not be completed within the stipulated time. As per the audit point, the
liquidated damage was recovered from the’ contract bill since time
extension was not issued by REC at that time, However, considering
the request of the turnkey contractor as a geriuine case, subsequently
REC extended the time extension with the view that the balance work
can be completed only with the requested additional time so as to
provide- service connection to the poor people, which was the main
goal of the scheme.

As mentioned in the Audit Report, it is admitted that some of the
Accounts Rendering Units (ARUs) of the Boerd failed to recover
Building :and other Construction Workers Welfare Cess from the
contmclo?’s bills on the contention that the same is applicable only in
the case of new construction works and therefore not applicable for

ROGVY;works where there is no construction of new dighibution |

network. However, Board after scrutiny of the relevant provisions of

10T
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the Building and other Construction Workers Welfare Cess Act
(BE&OCWWC) Act 1996 and reviewing the audit commients jssued a
circuler directing all its ARUs to recover the applicable cess on all
works related to Generation, Transmission and Distribution of power
as stipulated in Building and other ConstructionWorkers (Regulation
of Employment and condition of Service) Act™— 1996, in future. The
copy of the Circular no, CIA/'WAD/VIIK(GIY2014-15 dated 19-11-
2014 is enclosed as Annexure II. .

The default occurred on the part of field officers due- to
misinterpretation of the law may kindly be excused considering the
fact that Board has taken necessary steps to avoid such instances in

with local authorities. As per the guide line for RGGVY, the kara
having population more than 100 can be proposed for electrification.
Accordingly, selected karas have 4.68 iakh house holds to be
electrified. At the time of preparation of DPR, no proposal for
electrification of public places was reported from local bodies/ public
! representatives. But during execution time, with the infrastructure
+ created under scheme, some public places were electrified,

The DPR were prepared based on the field survey and consultation.

01



3.2.7.19

the DPR ) : L
Even though REC has issued sanction for implementation of the
scheme during 2005, execution of work could not be done ‘except

rate quoted by the turnkey contactor was indre thai 20%, it was
reported to M/s.REC and requested departmental execution with the
positive intention of executing the work for attaining the goal of the
scheme. )

" 2, Failure to juclude Tanur and -nn bstations w

. The substation at Tanur Block (Kalpakanchery Substation) was not
proposed, due to the fact that, land was not available at the time of

_ having land shall be proposed for the scheme.

 Bince the load due to the scheme at Thodannur Block is not thuch high
. and can withstand with the existing substation, the augmentation. of
substation (Thiruvalloor) was not proposed. As per the guide line, the
works under REDB can be proposed only if the load due fo the
' scheme could not be met from the existing substations in the Block..

‘ .3 ilure._ lude Vil cation In;
work in'the DPRs of six northern districts

;
!

| KSE Board has been implementing schemes funded by M/s. REC for

| the past 15 vears. The cost data for the scheme were prepared

’ according to REC norms. Due to the terrdin conditions in some places
of Kerala, more. number of poles and stays were required in excess
than the sanctioned cost data. With this excess quantity, Board has
adopted average quantum of materials (poles & stays) and prepared an
estimate for the excess amgunt. Payments were made to Tum Key
Contractors only for the materials actually’ consumed. Now all the

schemes in Northern districts were completed and it was seen that

idukki district due 1o tlie reasons explained in Para 3.2.7.3. Since the

submission of DPR. As per the guide line of RGGVY Substation

€01
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there was no much difference in the actual quantum of material used
thai the sanctioned. Hence additional expenditure is very nominal as
eompmed with the amount calculated (33.17Crare). The works under
RGGVY in 6 northern districts were awarded to tumkey contractors.
_Cost Data (per unit rate for each work) for the scheme were prepared
as per REC norms. While execution of the pmjoct, due to peculiar
natitre of the terrain it was found that moreé 116 of poles and stays were
required than that in the sanctioned cost data, As per the request from
the turnkey contractors, board has calculated new cost data (per unit
ratz) with more no of Poles and Stay. With this unit rate and the total
quantum of works, the Board prepared estimate for excess amount
| over and above the sanctioned amount which comes around 33.17 Cr.
I All the 6 northern schemes were completed, and it is found during
preparanon of the closure proposal that there was no much difference
in the actual quantum of material used than the sanctioned quantum of
material. Even though Board has decided to bear the additional cost
of Rs. 33.17Cr due to additional quantum of work and additional
quantum of material used, there was no such excess amount due to
ditional quantum of maxcnals used. :

4. Rejection of increase in cost due to additional gnanfities (Jdulkki
dstrict o _

Rate revision was granted for the extra quantum of work over and
above the quantum of work for which agreement was executed at the
time of commencement of the Scheme. During the revised DPR
preparation, some works were in excess than the quantities, The
simct.ion' for the revised DPR was received on 01.08.2009, where as
the first sanction received on 05.08.2005. Duwring this period the
material cost increased and to avoid the delay in execution and also to
nchlevc the goal of the schieme, rate revision was glven

v0T
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RURAL ELECTRIFICATION CORPORATION I.JMITED‘.' \

(T BT &7 IZaH AGoveri-méntoﬂnd'ﬂE‘Mzrpthej N -

Reguouce:CoM,SCOPE_wahx.TuaRongeyDenﬂm o

Project Offiice: os,rnom,smnmmm s .

TRIDA Building, Palayam, Thiruvananthapuram 695 034 T ——

ic.in : .

E-mail - And
Phone : 0471-2328852 - . Fax : 0471-2328579

T é

. No. REC/PO/TVPM/ Proj.IRGGVY/ Closurel 3 6 & Date: 13-SEPT-2013 -

Chief Secretary (Power)
tof Kerala ' 3

 Sub: Rajte Gandhi Grameen Vidyuthikiran Yofana (RGGVY) -
.~ - Deployment of franchisees for management of rural
. distribution - relaxation reg.’ - . i :

Ref: State Goyt. letter No.258/§3_1 /12/PD dated 22.04.2013. -
Madarm, ’ '

Kifidly refer to letter cited above under reference. In.this
connection, it is to mention that Cabinet Committee on Economic'
Affairs (CCEA) while approving  continuation of RGGVY in 12th Plag.
have relaxed deployment of franchisees for management of ‘rural
distribﬁbnfﬁmy programme. The States, hovrever, should

- mention the alive arrangement that would be adopted by them
for - ensuring mainteriance of assets  created under RGGVY and .
revenug sustainability at the DISCOM level Hope this will facilitate °
_speedier closure of ongoing 11th Plan (Phase-I) RGGVY projects -
i

This5ion 6 C N respect
of Xth Plan Idukky RGGVY project already approved for closure.

- . B : ﬁ\p‘urs‘fa.ithfuny, //.-
[IF L ETRE TR ) \ ::% -
g : ‘IL _

- "’ﬂ.s.mwxqum) :

g Chief Project ng%ager .

~Copy to The Nodal Officer (RGGVY). O/0 Member {D&GCE), Kerad'd
‘ Electrigit;y Board (KSER Thiruvananthapuram. B}

1407/2019.
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Qfflce of the CLA, Vpdyutisl Bhavanam, Pattosms, Thiruvananthopurin,
Phons No. 0471 =25 148537 (B. Malliciwpiaebnet.com] Fax: 047 1-2445594

‘. . KERALA STATE ELECTRICITY BOARD 1TD.

No. ClA/WAD/VIli (G)/2014-15 ~ -~ - Diuted: 19.11.2014
: ’ : Circular '

Sub:- Recovery of Cess (CWWF) an the cost of building and other !
construction works - directions issued - reg. : '

Ref:- 1. CAG Audit Report for the year 2013-14 - Performance audit on
implementation of RGGVY schermas in KSEB Ltd - rag.
2. Clanse E1 119 (recovery towards construction workers Welfare Fundj

e Cof GCC:

Instances have been noticed that in certaint ARUs, the statutory recovery of cess
towards Building and Constructions Workers Welfare Fund have not heen effected
and ‘the. C & AG has also réported on the lapse. As per the Building and other
Cnstruction Worker's Welfare Cess Act; 1996 (Act 28 of 1996)..“There shall be levied
and collected a Ceas for the purpoae of the Building and other Construction Workers
™ {Regulation of Employment and Condition of Service] Act 1996, -at such rate not .
exceeding two per cent, but not jess than one percent, of thie cost of constructon
-iacurred by :an employer, as the Central Governmient may, by netifidation in the
official Gazette, from time to time apécify™ Hénce Cesg at the rate of orie per ceat of
- the costconstruction incurred by the employer’is to be levied and colleéted vide 5.0
- 2899_date'd 26.09.1996 undér the Act. oL

-

As per the Building and other Construction Workers (Regulation of Employment and
Conditiond of Service) Act 1996, Chapter 1, Preliminary ifi (d), “building and other
constyuction work® means the construction, alteration, repairs, maintenance ar
. ‘demolition — of or, in relation to, buildings, streets, reads, railways, tramways,
sirfields, irrigation, drajnage, embankment and navigation works, food control
- worlcs, generation, transmission and distribution of power stc.” - '

I wiew of the above, all concerned are directed to ensure that the stafutory recovery
-and remittance of Cess towards Building and other Construction Workers Welfare
Fund "is effected as per the said Act and rules in order to avoid penalty and othrer .-
actions as stipulated in the abave st — i T

it .
—— e —

Eetﬁ:/tirY {Administration] ~

1} All Chiel Engicicees, KSEB Lid,
3} All Deputy Chiel Enginecrs, KSEB (g,

3]* The Financial Advisor/Chie! [nternat Auditsr, KSEB Lud,”
St The Legal Advisor & Disciplinary Enquicy Offiner, KSEB Lid.
St The Chiel Vigilance Officer, KSES Ltgl.

6] - The Chiel Public Relatipns Offegr, KSES Lrd.
7] Al Reglonal Audit Ofticiers, K8ES Lid,

8] TA o Chai i anughng.
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Annexure 11

4

Statement shnwing Power Purchase Agreements by Kerala State Edectricity Board’ :
-(Referred to in paragraph 3.1.1) :
- : . Allocation |-
8. . Capacity Date of :
No. | NameofProject Firm MW | Agreement | 10 KSEB
. in MW
1. CGS ‘ ' '
A. Nuclear Power Station -2 ]
1. | MAPS Nuclzar Power
Corporation of India Ltd. 440 31.03.2001 8
2. Kaigal& Il - Nuclear Power e .
- Corporation of India Ledi 2x440 30.06.2005 '38
B. Thermal Power Station
3. Ramagundam 1 & {1 NTPC 2:?% 10.04.1985 245
4. | NLC StageIl -1 rgeyveh l_..i_gmte 3%210 27.07.1995 6
. Orporation
5. . | Thalcher—11 NTEC L 2000 | 10.06,1998 280
6. NLC Stage-I1-1 Neyveli I_ﬂ:gnne 4x210 18.02.1999 o0
Corporation
7. | Ramagundam - I NTPC 500 19.07.2001 | " 61
8. NLC Stege I exp. Neyveli Lignite 2210 17.04.2002 588
. Corporation ! Lo
9, Simhadri Stage I1 - NTPC . 1000 14.09.2007 809 -
10. | Tuticorin NLC Tamit Nadu Power | - e
_ , Ltd (NTPL) S 2x500 .1 20.02.2008 '?2.5
il NLC Stage — I1 exp. Neyveli I._lgmte 22500 10.11.3008 70 -
: - Corporation ¢ e
12. | Vallr Thermal Power NTPC Tamil Nadu Enefgy ; :
Plant (VTPP) Company Lt (NTECL) | X300 [ 26.08.2009 § 499
13. Kudgi NTPC ) Allocation
: 4000 03.11.2010 |*  mot
4. | Neyveli New Neyveli Lignite 1000 | 10122010 |- 3238
. Corporation .
15. | Pudimadaka NTEC . Allpeation
Neyveli Lignite 40000 1 31122010 | ¢ ot
Corporation_ received
16. | Sirkali - NTPC . Aljocation
Neyveli Lignite Ix660 | 03.01.201) ot
Corporation received
15 IPPs
A, Thermal : =
1. RGCCPP NTPC 359.58 06.01.1995
2 LKRCL Kasargode Power 20436 | 12.08.1998

Corporation Litd.
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[

BSES C ined .t SHlx |
oS P(]);a;)me Cycie I?SES Kerala Pcmfer Ld I 3X43?5_55 1% x 03.07.199¢ 157
B. Small Hyvdro ) B
4. | Yiunkal Hydro Power Energy Development 3 - 3
___| Project .3 Company Limited o
5. | Iruttukkanam Hydro Viyyat Power Ltd. ) ;
Power Project i o ) 3 07.06.2067 ! 3
C. Co-peneration Power Prafect
6. M P Steel Not Available
1. Philips Carbon Black Ltd. Not Available
D. : Wind Power Projects _
8. ' | Bhima & Brother, Alapuzha 2x600 kW | 17.03.2008
1%, Popy Umbrella Mart, Alapuzha 2x600 kW | 17.03,2008
10. | Wats Electronics Pvi. Ltd., Kocht 750 kW 17.03.2008
11. j Shash Agency, Bangalore - 750 kW 17.63.2008
12, .| Cotton World, Bangalore T 750 kW- | 25.03.2008
13. | Ind-Bharath Power Infra Pwi. 1Ld;, Hyderabad 750 kW 26.03.2008
14. 1 Eastern Condiments Pvt. Lid., Kochi 750 kW 26.03.2008
15. | Manjeera Constructions, Hyderabad 750 kW 27.03.2008
16. Zenith Energy Services (P) Ltd., Hyderabad T50kW 1 27.03.2008
17. | Mitcon Consultancy Services Ltd., Pune 750 kW - 37.03.2008
18. | Venkatrama Paultries Ltd., Guntur 750 kW 27.03.2008
}9. | Sririivasa Builders, Hyderabad 750 kW 27.03.2008
20. Sunstar Oversees Lid., Delhi 4x750 kW | 27.03.2008
121, | Kerala Steel Associate, Kochi 500 kW 25.03.2008
22. | Asian Star Co, Ltd., Mumbai 2x600 kW | 31.03.2008
23. .| Asian Star Co. Ltd., Mumbai 600 kW 7.04.2008
24. Asian Star Co. Ltd., Mumbaj 2x500 KW | 23.04.2008
25." | Plant Lipids (P) Ltd., Kolenchery 2x600 kW | 25.07.2008
26, | OEN Lid., Kochi 600 kW 19.09.2008 Full
2% | Anna Aluminium, Kochi GO0KW | 24092008 | (\acie
28. - |-Vinson Industries Pyt. Ltd., Visakapatanam 750kW_ | 30082008 | .jocated to
29. | Balaji Heavy Lifters Pvi. Ltd, Kutch, Gujerat 750kW_| 30092008 | ksER
30, Aditya Marine Ltd., Gandhinagar, Gujarat 750 kW 30.09.200%
31| 8. Kumar, Rajkot, Gujarat _ 750 KW _ | 30.09.2008
32. | Bhima Jewels, M.G.Road, Emakulem 600 kKW 23.03.2009
33. | Synthyte Industries Ltd,, Kolenchery 3x600 kW | 23.03.2009
34. | Bhima Jewels, M.G.Road, Emakulam 600 kW 24.03.2009
35. | Bhima Yewellary, Tovandrum 2x600 kW | 28.03.2009
36. | Synthyte Industries Ltd., Kolenchery 2x600 kW | 28.,03.2009
37. . [ ACV Prodeuts Pvt.Lid., Coimbatore 750 kW 08.01.2010
38. ! M/s. Bhima Jewellery, Madurai - 2%600 kW | 30.09.7010
39. M/s. Bhima Jewellery, Nagarcoil -1 2x600kW | 30.09.2010
40. | Anna Aluminium Pvt. Ltd. | 2x600 kW | 30092010 | .
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Annexure 7

‘Statement showing Chronology of events in Case-I bidding precess by Kerala State

Electricity Board
(Referred to in paragropl 3.1.7.3)

i, Date ! Events
118.08. 2008 | KSERC videted 1o procure power through competitive bidding.
11.05.2009 Board decided to carry out Case-1 bidding process for procurement of 500 MW power |
for five years and constituted High Level Comunittee (HLC) :o finalise the RFP, RFQ
) & PPA documents based on Guidelines issued bv MoP.
July-August- | HLC modified the purchase plan for purchasing 300 MW RTC power and 100 MW
2009 Peak Powet for a period of 5 years so as tp commence the supply from April 2012.
13.11.2009 Board approved the modified bid documents and authorised CE (C&T) 1o take up with
KSERC. .
17.12.2009 KSEB filed petition with KSERC for approval of Case-| blddmg process.
04.10.2010 Submitted "application and KSERC approved the bld documents w1th certain
) modifications -
11.04.2011 CE {C&T) invited tenders '
04.08.2011 As per CERC Regulation 2009, effective from | January 20i0 transmission corridos
under MTOA would be available only upto a maxinmm period of 3 years as against 5
. ) years. Fuil Time Members decided to re-tender Case-1 bidding
02,06.2012 KSEB filed petition with KSERC for approval of revised Case-I bidding procedure.
15.10.2012 | Approval of KSERC received on the revised RFP & RFQ,
12112012 | Revised tender notice for procurisg 300 MW RTC power aid 100 MW peak power
for 3 years through Case- bidding was issued.
22.04.2013 Board approved Case-1 bidding for procuring 300 MW RTC and 100 MW RTC, (a3

agamst the tender naq'ulremem of 100 MW of peak power), from NVVN @ T 4.494
pet unit and PTC India L.td., @ T 4.449 per unit respectively, from 1 March 2014 t028
| February 2017.




Statement showing weighted average purchasc rate from JEX and UT by
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Annexure 13

Kerala State Electricity Board
{Referred to in paragraph 3.1.7.3) .

Month Purchase from Unscheduled - Total Aversge [Mediump Extra - .
Indian Energy . Interchange purchase{ Term . expenditure
Exchange (Term : rate | Open '| )
Ahead/Day A;ms
Ahead) ate .
. . e : Per | Total
mu | T gy | X by | e @ @ | unit] Tin -
CIrore crore £rove -
: ] . %) crore
1 2 3 4 5 6 L] ] 9 10
: a+3 | (249 {6/5) (18) 1 (5x9)
2012 _ . . _

[Jamary | 17060 | 8821 4680 | 1437 | 21740 | 102.58 472| 449 { 023 1 s00

Febroay | 9672 71571 '61.68] 2453| 158407 39610 6071 4490 158| o5m
March 3813 2885)0 5579 Taasp| 9382 53N ses| 449 LI9[ iyl
April 34441 2975|] 11753 ] 4637 ¥5197| 7612 501 449 052 7.90
May S1.66] 35930 12257| 4607 17423 8OO 471 449 0221 383
Tupe, 11045 | 62.14] 8660 3681 ] 197651 9895 502] 449) 0337 jo4d]
July 90581 63.50) 106.19] _4pi9] 19677} 10360 527] 4491 078] 535
Aug 21655 15831 ] - ge20] a3y | 30275} 182.62 5031 449 15417 4663
Sepember | 137741 omod| 7253 2338 21027 12142 577( 4491 128} 2692
QOciober 20320 138.08 59.01 1871 262.30 15679 i . s9g| 449| - 1.49 16.08
November | 171.55 1 118.6¢| 5434| 1330 22589| 13105 s8] 449| 135] 3049
December 100251 - 7hie 72.5% 17.64 174.24 88,78 5.00 4.49 0.5 10,45
2013 R - T _ :
Japusry 6632 4445 6027 | 1502 [ 12659 | 39.56 4700 449 | 021 2:66 |
February 4025] 23081 57.13.] 1810 738 | 4118 423] 445 ['-026-[ 153
March- 72541 ‘soaa) e283 | 2232 | 13537 [ 7245 535| 449 | 086 | 1164
Total 1602.07 | 1091.82 | 1122.46 | 385.80 | 2724.53 | 1467.62 | 244.07

Note: Though the new contract was for:sepply. of power for three years from March 2014,
the extra sxpenditurs is worked out npto March 2013, the period covered in audit.
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Annexure 14

A. Statement showing average purchase rate from Short Term Market vis-2-vis OGS
- rate by Kersla State Electricity Board -

(Referred to in paragroph 3.1.7.8)

Year & f'urcllase from Traders | Average | CGS | Difference
Month : Purchdse | Fate in rate
Rate per | per
unit unit
2012-13 | MU Amount T t4) i3}
] (X in crore} .
July 264.48 | - 220 464 3200 . 144
August £9.50 41.31 462 3.042 157
September | 7971 38.00 478 ' 3136 1.64
October 65.35 3560 345 3.166 228
November | 13678 101.60 544 3218 222
December | 114,81 58.58 510 2.968 2.13
February | 32758 22187 671] 2933 384
March 245.87 163,41 6.65| 3.047 3.60

Note: Figures for January 2013 was taken as g base for companson. Since KSEB stated that
.shortfall in energy from Case I bidding was meeslgugly IEX and U1, purchm’ from Traders
reckoned in this case
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B. Statement showing extra expenditure for purchase of power frons Short Term
" Market by Kerala State Electricity-Board

! Year & |CGSShare  [CGSShare net] CGS Share  ; Short Extra Excess

Month | Allocation entitlement actually i supply by [ cost per | Expenditure

from MoP : received ; CGS usiit as

- shown

: above
(31213 (MC) (My) (MU) MU) @ __ | @ incrore)
! iy 212.5¢ 810.65 638.40 172.25° . 1.44 24 80
August 910,24 410.65 585.97 224 68 1.57 1527
September 883.20 784.50 602.14 182.36 1.64 29,91
Octobes 856.24 73220 689.0! 43.19. 228 9.85
November 916.21 784.50 702.70 §1.80 222 1815
December 77142 67990 626.92 5208 213 1128
February 47452 41840 408.55 985 384 7R
March 919.57- 810.65 . 724.80 85.85 3.60 30.9]
Total 6644.70 5831.50 4978.50 i 852.96 ' 1631.9¢

- Source: Compied by Audit from the daily statement of purchase by CE (Transmission) Svstem Operation,
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Annexure 15

Chronology of events in submission of DPRs by Kerala State Eleﬂricity. Board

(Referred 1a in paragraph 3.2.7.5)

['Sl.| Date Events .Qutcome i Remarks
! No. : :
1§ April Submission of first i"REC approved DPRs for | REC rejected the DPRs of
: 2005 DPR for all the 14 Idukki and 6 Northern 7 Southem Districts as -
’ -districts districts KSEB submitted 2 DPRs
per district, instead of
single DPR. required
: : under guidelines.
2 | July 2003 [ Execution of Tripaniie” | GoK entrusted the
Agreement among implementation of the
GoK. REC and KSEB | Scheme 1o KSEB
3 | October Subinission of REC approved the DPRs T nd
2005 modified DPRs for 7 | “in principle”. - B}‘:;s‘:ff]’l“,{f;'i‘:;‘ 2"
| Southern districts . P
4 | Febnaary | NTPC Electric Supply | NESCL prepared DPRs | NESCL withdrew from
2007 Coinpany Lid for only rwo districts the assignmem after this.
{NESCL) was {Palakkad and Wayanad)
entrusted with the -
preparation of revised
DPRs of six Nonthern
districrs .
5 | January Revised DBR.-for REC approved the Revision of DPR was .
2009 1dukki submitted - revision of DPR required due to defective
| surveyfestimate by
: Dy.CE. Tdukki
6 | Sepiember | Revised DPR for 6 REC approved the As some works praposed
— Ocober | Nonhern districrs revised DPR in March under the Scheme were
2009 2010 ' already done by KSEB.
N : Revision was required.
7 7| September | Submission of Revised | REC approved the As some works proposed
2010and | DPRs for 7 Southerr | proposal im December under the Scheme were
May 2011 | districts - 2011' and February already done by KSEE,
07 : Revision was required.
8 | Sepiember | Approval of REC for | REC intimated s
3002 Hivect execation by | (December 2012) that iifu’ﬁzfz ’f';:’:;ou
. P S b gh
KSEB instead of ‘Monitoring C'n_mr.mllr: REC released
Tumkey ' acrorded permission to (January/Februanv-2013)
execute the work directly %25 63 crore N
by KSEB. o i
December | Submission of DPR .
", | 2% | foroDG @ Sanciion from REC ;‘2’:"2’5”:::: e
March | Componcht of the awaited 870 HHs !
2013 Scheme) -

¥ Letter No RECTVYMRGGY/Sanction2011-1 # dated 19.11.2611

! Lenper No.RECTTVM/RGGY /Sanctiont 20l 11 2/545 dated 14.02.2012

140772019.
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Annexuré %

Chronology of events in tendering, award of contract and outcome by Kerala
State Elecmclty Board
(Referred to in paragraph 3.2.7.8)

SL ‘PDate Event Outcome Remarks
No. L
Itvitation of Turnkey | KSEB found lack of
1 September 2005 tenders for Idukki and No response adequate publicity as th:
6 porthemn districts TEASOD .
KSEB sought permission |~ REC demied (21 Inststed KSER g0t
2 December 2005 for direct execution of December 2005) the )T P g g: 1 }
work 7 equest. oP for the release of
- funds by REC.
. "1 Quotes received were
Rétendered the works for | higher than the estimates. |  No further action by
3  January 2006 7 Districts ldukki - 1945%, other | °  KSEB -
. districts_- 76 to 88%
’ . Final decision and
4 October 2006 KSEB decided to a\'wrd Delayed implementation award of work for 6
work for 1dukki ! distei
istricts delayed
. Awarded to 1CSA,
Award of work for KSEB took one year
5 January 2007 Tdukki Hyderabad at award the werk
T17.65 crore.
- C e Issue of 7 work orders .
6 Aungust 2010 - March Award of w qu for [ 0 four contracions for Work_ in progress
2011 Nonhern districts
T90.36 crose
’ REC intimated that .
. Approval of REC for  '{ Monitering Committee | ¥25.62 crore released in
1 September 2012 - departmental execution | accorded permission to (January/February 2013}

by KSEB

execute the work

departrbentzlly.

Source: Compiled by Audit from the records of KSEB
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-Annexure 17

Details of works swarded for REDB in three districts®and for VEI in six
northern districts by Kerala State Electricity Board
* (Referred to in paragraph 3.2.7.8 )

] Name of District & Amountof : Dateof | Scheduled | Actual date
No - Name of Contractor contract i award of date of of
(T incrore) . work completion | completion
Kasargode i . )
1 Bentec Electrical & Electronics, 12.46 31.08.2010 { 31.08.2011 | Notcompleted
Kolkota . H
Kmnur P : -
2 Bentec Electrical & Electronics. 15.62 . 0R.092010 ; 08.09.201) © Do
: Kolkota i - |
Kozhikode 12.24 ; ; Do
3 Bentec Electrical & Electronics, N 1 27.11.2000 27.11.2041
Kolkora - [ : : .
[ Palakkad - : : ) Do -
4 ] . Agavalli Infra Power Limited, 12.24 I 29.0L1 29.01.12
New Delhi ) ; : i
Wavanad i . ! D
5 Aravalli Infra Power Limited, 10.27 | 27.11.2010 27.11.2011 | o
: New Delhi | ! i
1 Malappuram’ | o i Land
" 6(a) REDB l 8.27 i 21.08.201) 2382012 | development
! Aster Pyt Lid. Hyderabad | i . | in progress
o _ VEI i : -
6(b) East cost Construction & 1 i9.26 l 23.03.201t 29.03.2012 ! Not completed
Industries Ltd, Chennai |
Source: Details collected from the records of KSEB . .
3 P Rdals -.d i, a

* Separate cnmrn;l's for REDD :nlé WEL i Maluppuram distric ;
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