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ANNEXURE-I 
 

A. Non Filing of Petition For ARR FY 2026-27  

 

1) Section 64 of the Electricity Act, 2003 mandates the procedure of Tariff Order wherein 

in sub-section (3) it has been inter-alia mentioned that the appropriate Commission, 

within 120 days from receipt of an application shall issue the Tariff Order after 

considering all suggestions and objections received from the public. 

 

2) The need for timely issuance of Tariff Orders and True-up Orders has been decided by 

Hon'ble APTEL in its judgement dtd. 11/11/2011 in OP No. 1 of 2011, as follows: 

 

"57. This Tribunal has repeatedly held that regular and timely truing-up expenses must 

be done since: 

(a) No projection can be so accurate as to equal the real situation. 

(b) The burden/benefits of the past years must not be passed on to the consumers 

of the future. 

(c) Delays in timely determination of tariff and truing-up entails: 

(i) Imposing an underserved carrying cost burden to the consumers, as is also 

recognised by para 5.3 (h) (4) of National Tariff Policy. 

(ii) Cash flow problems for the licensees. 

         ……………… 

65. In view of the analysis and discussion made above, we deem it fit to issue the 

following directions to the State Commissions: 

(i) Every State Commission has to ensure that Annual Performance Review, true-

up of past expenses and Annual Revenue Requirement and tariff 

determination is conducted year to year basis as per the time schedule 

specified in the Regulations. 

(ii) It should be the endeavour of every State Commission to ensure that 

the tariff for the financial year is decided before 1st April of the tariff 

year... 

(iii) In the event of delay in filing of the ARR, truing-up and Annual 

Performance Review, one month beyond the scheduled date of 

submission of the petition, the State Commission must initiate Suo-

moto proceedings for tariff determination in accordance with Section 

64 of the Act read with clause 8.1 (7) of the Tariff Policy. 

………………… 

(v) Truing up should be carried out regularly and preferably every year...". 

 

3) It is evident from above that Hon'ble APTEL has even decided that SERCs can also 

initiate Suo-moto proceedings and collect the data and information and give suitable 
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directions and then determine the tariff even in the absence of the application filed by 

the Utilities by exercising the powers under the provisions of the Act as well as the 

Tariff Regulations. 

 

4) Thus, Tariff determination ought to be treated as a time bound exercise. If there is any 

lack of diligence on the part of the Utilities which has led to the delay, SERCs must 

play a pro-active role in ensuring the compliance of the provisions of the Act and 

Regulations made thereunder. Timely issuance of Tariff and True-up Orders that too 

cost reflective results in timely passing of escalated cost in the power sector supply 

chain thereby maintaining adequate cash flow with the utilities, thus enabling them to 

supply uninterrupted quality supply to the consumers. It further avoids creation of 

Regulatory Assets, burden of Carrying Cost and Tariff shock at once to the end 

consumers. The same goes in-line with the Draft Electricity (Amendment) Bill, 2025.  

 

 

5) PFI prays to the Hon’ble Commission to conduct ARR of FY 2026-27 on Suo-moto 

basis by 31st March 2026 as mandated by Hon’ble APTEL as stipulated above.  

 

B. Monthly Demand, Power Quantum & Power Purchase Cost Projection  
 

 

6) Power Purchase Cost accounts for 70-80% of the ARR of any DISCOM and therefore 

DISCOM as well as the Commission focus on optimizing the same which resulted into 

introduction of Merit Order Despatch principle and Resource Adequacy planning. 

Further, the Indian Power Sector is very dynamic and changing frequently with 

increase in renewable energy share resulting crash of short-term prices at Power 

exchange during the solar hours, Green Energy Open Access, tremendous growth in 

Rooftop solar/PM-Surya Ghar, deployment of Energy storage, etc. have impacted the 

process of demand projection and accordingly the power procurement. This mandates 

DISCOMs to cover such factors while projecting the sales and corresponding power 

procurement while filing the Tariff Petitions after considering hourly or at least monthly 

energy balance and monthly power purchase quantum and cost.  

7) It has been noticed that State like Madhya Pradesh and Andhra Pradesh, the Tariff 

Petitions include the projection of Power Purchase Quantum and Cost on hourly & 

monthly basis, and they also submit details related to MoD even in the projection part. 

the relevant pages from the Petitions are reproduced below: 
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MP DISCOMs ARR Petition FY 2026-27 
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AP DISCOMs ARR Petition FY 2026-27 
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8) In view of the this, PFI requests the Hon’ble Commission to direct DISCOM to 

submit the Demand, Power Quantum and Power Purchase Cost Projection on 

hourly and monthly basis while submitting ARR Petition for FY 2026-27 in line 

with MP-DISCOMs and AP-DISCOMs Petition to the Commission.  
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PFI Comments/Suggestions: BESCOM True-up Petition for FY 2024-25 

 

C. Unmetered Sales  
 

9) BESCOM has claimed sales under LT-4a category as 9235 MU against the approved 

sales of 7815 MU. BESCOM further mentioned huge variation in specific consumption 

as approved by the Hon’ble Commission and actual as claimed. BESCOM further 

shared the number of consumers, Sales and specific consumption trend of last 8-9 

years. The relevant extract is as follows: 

 

 

 

10) PFI analyzed the above table and observed that there was no specific trend or pattern 

between number of installations, sales and specific consumption i.e., for example in 

FY 2023-24, sale was increased by ~ 4000 MU in a year with addition of 23,347 

consumers, while in FY 2022-23, addition of consumers was 30,674 while sales 

reduced by 73 MU on Y-o-Y basis. The summary is as follows: 

Particulars 

FY 18 

vs FY 

17 

FY 19 

vs FY 

18 

FY 20 

vs FY 

19 

FY 21 

vs FY 

20 

FY 22 

vs FY 

21 

FY 23 

vs FY 

22 

FY 24 

vs FY 

23 

FY 25 

vs FY 

24 

Midyear 

installation (Nos.) 
31,530 31,617 30,840 23,360 25,239 30,674 23,347 15,162 

Sale (MU) (996) 913 (286) (6) (559) (73) 3,943 (986) 
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Particulars 

FY 18 

vs FY 
17 

FY 19 

vs FY 
18 

FY 20 

vs FY 
19 

FY 21 

vs FY 
20 

FY 22 

vs FY 
21 

FY 23 

vs FY 
22 

FY 24 

vs FY 
23 

FY 25 

vs FY 
24 

Specific 

consumption 

(kWh/IP/annum) 

(1,487) 767 (583) (193) (769) (275) 3,715 (1,097) 

 

11) Further, it is also observed that Hon’ble Commission has not approved or specified any 

specific consumption for LT-4 (a) consumer category as mentioned by BESCOM in the 

Petition. 

 

12) It is also observed that the DISCOM has categorically opted to not mention the 

unmetered sales in the whole Petition, while the total consumption / sales under 

category LT-4 (a) was unmetered which was around 25%, and it is evident from the 

above that the number of consumers were increasing despite of Central Govt. push of 

metering all consumers.   

 

13) The Ministry of Power has notified the Standard Operating Procedure for subsidy 

accounting and payment on 03.07.2023. The SoP lays down steps to enable proper 

energy and subsidy accounting and comprises of three major aspects namely “Tariff 

Determination and Subsidy Declaration”, “Measurement of energy supplied to 

Subsidized Categories” and “Subsidy billing and collection by DISCOMs”.  

“2.2. Measurement of energy supplied to Subsidized categories 

 

iv. No electricity connection should be released without metering as per extant law 

and accordingly assessment of energy supplied to subsidized category of 

consumers, is to be computed on the basis of measured energy through proper 

metering only. In case of agriculture category, where consumer level metering 

has not been adopted, energy may be measured at Distribution Transformers 

(DT) and feeder level through proper metering of DTs/feeders.  

 

v. In case of dedicated agriculture feeder supplying energy to agricultural 

consumers, energy measured at feeder level through proper metering shall 

be considered. The consumption reflected in feeders shall be adjusted for normative 

T&D losses as determined by SERC/JERC for determination of subsidy.  
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vi. For fixed feeder, till such time the feeders are segregated, total energy shall be 

measured at feeder level and energy consumed by non-agricultural consumers shall 

be deducted by to arrive at energy consumption of agricultural consumers. The 

consumption shall be adjusted for normative T&D losses as determined by 

SERC/JERC for determination of subsidy.  

 

vii. In no case shall the assessment of energy be computed on the basis of contract 

load, per HP basis, flat tariff, lumpsum or any other such parameter.  

 

viii. All DISCOMs/PDs shall migrate from flat rate billing to energy per unit rate billing 

for consumer other than agricultural category.” 

 

14) It is imperative to highlight that Punjab has taken cognizance of the above directives 

of MoP and accordingly submitted the unmetered Agriculture sales in the True-up 

Petition for FY 2024-25. The relevant extract is as below: 

 

15) It can also be referred from the above guidelines that no electricity connection should 

be released without meter as per the extent of law and accordingly assessment of 

energy supplied to subsidized category of consumers should be computed through 

proper metering only.  
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16) Unmetered connections lead to improper Energy Accounting resulting in loss in 

revenue and scheduling costly power which increases the Revenue Gap during  

True-up that is socialized to consumers at large in the ARR by Hon'ble Commission 

even though Tariff is fixed at Normative Distribution Loss Level as claimed by 

DISCOMs. 

 

17) In view of above, PFI requests the Hon’ble Commission to direct DISCOM to 

submit the unmetered sales details in line with the MoP methodology and 

direct DISCOM to submit the roadmap for achieving 100% metering of 

unmetered sales with in next 5 years. 

 

D. Transmission loss  
 

18) BESCOM has claimed Transmission loss of 4.91%  

 

19) Hon’ble Commission in its Tariff Order for the year FY 2024-25 has approved 

Transmission Loss of 2.664%. The relevant extract is given below: 

 

20) Hon’ble Commission vide its Letter dated 11/12/2025 has shared the preliminary 

observations to BESCOM and raised the concern of higher transmission loss. 

BESCOM vide its reply dated 23/12/2025 submitted that Hon’ble Commission only 
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approved transmission loss of KPTCL, while BESCOM also consider the transmission 

loss for procuring power from CGS. The relevant extract is as follows: 

 

 

 

21) PFI further observed that all the five DISCOMs in the state have claimed different 

Transmission Loss for the True-Up of the year FY 2024-25, summary is as follows:  

    

Name of DISCOMs 
Transmission Loss % for FY25 

Approved  Actual Claimed Diff 

BESCOM 2.66 4.91 2.25 

GESCOM 2.66 5.68 3.02 

HESCOM 2.66 5.26 2.6 

CESC 2.66 4.24 1.58 

MESCOM 2.664 5.53 2.87 

 

22) As per the replies by DISCOMs, DISCOMs has computed Transmission Loss (%) on 

the basis of energy purchased at generation point and energy at Interface point. 

Further DISCOMs referred to letter of CEE, SLDC dt 13/11/2020 and made 

submissions that transmission losses are calculated state as a whole and the loss in 

energy balancing is the pool loss. 

 

23) In the above context, PFI would like to highlight the approach being followed by the 

DISCOM in the state of Uttar Pradesh towards the computation of Energy balance 

as it may add value to the suffice, wherein DISCOM provide the details of distribution 
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loss, Intra-state transmission loss and inter-state transmission loss. The relevant 

extract of the Energy is given below for reference: 

 

24) Thus, PFI requests the Hon’ble Commission to adopt above-referred 

methodology for the computation of Energy Balance, as to ensure uniformity 

among all the ESCOMs in the determination of Transmission Loss and for better 

planning for the energy to be procured to meet the demand. It also provides 

clarity about the Inter & Intra-state Transmission Loss. 

 

E. Variation in Revenue figures 
 

25) BESCOM has claimed Revenue from operation as Rs. 32,893.96 Cr. and net revenue 

to be considered as Rs. 31,905.88 Cr. after deducting Rs. 874.41 Cr. KPCL arrears 

and Rs. 113.68 Cr. provision of unbilled FPPCA and including IP subsidy of  

Rs. 5379.50 Cr.  

 

26) PFI observed that there is discrepancy in the values claimed by the BESCOM at page 

32 of the Petition, Table 3.15 of the Petition and Note 29 of the Audited Accounts. 

The summary is as follows: 

Particulars 
As per page 32 of 

Petition 
As per Table 3.15 

of Petition 
As per Note 29 of 
Audited Accounts 

LT  15857.90 21064.25 * 

HT  10358.00 10673.51 
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Particulars 
As per page 32 of 

Petition 

As per Table 3.15 

of Petition 

As per Note 29 of 

Audited Accounts 

IP set subsidy 5379.50 5253.16  

Other operating 
income 

  1531.14 

Total Revenue  32893.96 31469.06 32893.96 

(Less)/Add: Other 
heads 

(988.09) 436.82  

Net Revenue 31905.88 31905.89  

Note: * including IP set subsidy 

27) Relevant pages are attached as Appendix-1. 

 

28) It is evident from the above table that there is variation in IP set subsidy and have 

mentioned multiple heads which differ in each place.  

 

29) In view of above, PFI requests the Hon’ble Commission to direct BESCOM to 

submit clarification and reason of such variation and to submit the details of 

revenue billed and revenue realized with breakup like Fixed charges, Energy 

charges, FPPAC, ToD rebate/penalty, Electricity Duty, etc.  

 

30) Further, PFI has observed that BESCOM has considered revenue as per Revenue 

demand not as per revenue realized. Hon’ble Commission in its KERC (Multi Year 

Transmission, Distribution and Retail Supply Tariff) Regulations, 2024, has 

considered everywhere revenue realized instead of revenue demanded which is in 

line with the Ministry norms for AT&C Loss computation and also followed by other 

SERCs like DERC, etc.  

 

31) In view of above, PFI requests the Hon’ble Commission to direct BESCOM to 

consider revenue realized for computation of collection efficiency, AT&C loss 

and ARR computation. In view of this, PFI requests the Hon’ble Commission to 

consider Revenue from sale of Power as Rs. 33,198.16 Cr. as submitted by 

BESCOM in its reply to Hon’ble Commission preliminary observations dated 

11/12/2025.   

 

32) Further, as per Audited Accounts BESCOM has considered Rs. 1343.67 Cr. as part 

of Revenue from Operations, which are part of Other Income as per Regulation 52 (a) 
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of KERC (Multi Year Transmission, Distribution and Retail Supply Tariff) 

Regulations, 2024, which is as follows: 

 

 

33) The relevant extract from the Audited account is as follows: 
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34) It is evident from the above that BESCOM has considered parts of Other Income as 

part of Revenue from Operations. Accordingly, PFI requests the Hon’ble Commission 

to consider Rs. 31,854.49 Cr. as Revenue from Operation i.e., sale of power and Rs. 

1,343.67 Cr. should be considered as part of Other Income.  

(Rs. Cr.) 

Particulars Claimed by BESCOM Proposed by PFI Difference 

Revenue from 
Operation 

31,905.89 31,854.49 (51.40) 

 

F. Variation in Average Billing Rate 
 

35) BESCOM in Table 3.16 has submitted the approved Average Billing Rate (ABR) by 

the Hon’ble Commission and actual ABR realized during the year. The relevant 

extract is as follows: 
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36) It is observed from the above table that there was significant variation in approved 

and actual ABR of some consumer categories like LT-1/LT-2 wherein variation was 

Rs. 1.20/kWh. BESCOM further mentioned that variation in ABR in domestic 

category was due to single slab in domestic consumer category which increases the 

sales however it reduces the ABR.  
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37) PFI requests the Hon’ble Commission to direct BESCOM to submit the reason of 

variation in ABR of domestic consumer category i.e., LT-1 even after higher sales 

than the projected by the Commission, as Hon’ble Commission has computed the 

revenue from sale of Power and ABR as per the number of consumers, load and sale 

in each slab and such huge variation raise serious concern in billing of consumers.  

 

G. Power Purchase Cost 
 
E-1. Merit Order Despatch adherance  

 

38) PFI observes that Karnataka DISCOMs has not submitted monthly reports certified 

by Karnataka SLDC that Merit Order Despatch principle has been followed in true 

spirit while scheduling the Power from various Generating Stations. Therefore, it is 

requested to Hon’ble Commission to direct Karnataka DISCOMs to submit the details 

along with certification from Karnataka SLDC that MoD has been followed in true 

letter and spirit.  

 

E-2. PPA Not Approved 
 

39) PFI observed that BESCOM has claimed power procurement from sources which 

were not approved by the Hon’ble Commission during the ARR for the year  

FY 2024-25, which is as follows: 

 

Sr. 
No. 

Name of the Generating 
Stations 

Power Purchased 
(MU) 

Power Purchase Cost 
(Rs. Cr.) 

1 KPCL Gas Plant 663.41 532.59 

2 Waste to energy 12.97 9.17 

 Total 676.38 541.76 

 

40) Since the True-up is undertaken based on the approved ARR parameters, the claim 

of the Petitioner towards the said generation source, which was not part of the 

approved ARR, should not be considered for the True-Up.  

 

41) Accordingly, PFI proposes Hon’ble Commission to not consider the Power 

Procured from above-mentioned generating stations 676 MU and corresponding 
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Power Purchase Cost of Rs. 542 Cr. and direct DISCOMs to submit the details 

of above-mentioned Plants and allow same after prudence check. 

 

E-3. UI charges 
 

42) BESCOM has claimed the UI charge of Rs. 33 Cr. while claiming the Power Purchase 

Cost.  

 

43) Power Purchase Cost shall exclude any charges on account of the Deviation 

Settlement Mechanism (DSM), in line with the applicable Regulations and consistent 

directions of the Commission. DSM / UI charges arise due to deviations from 

scheduled drawal or injection and are penal in nature, attributable to non-adherence 

to grid discipline. Such costs cannot be considered as a prudent or controllable 

component of power procurement.  

 

44) Accordingly, PFI requests the Hon’ble Commission to not consider the UI charge 

of Rs. 33 Cr. as claimed by DISCOM. Allowing these charges would amount to 

passing on the burden of operational inefficiencies and scheduling deviations of the 

utility to consumers, which is impermissible. The Petitioner is required to ensure 

strict compliance with grid discipline and improve forecasting, scheduling, and 

operational practices to avoid such deviations in future. 

 

E-4. Power Procurement under Section 11 
 

45) BESCOM has claimed the Rs. 110 Cr. under Section 11 of the Act while claiming the 

Power Purchase Cost.  

 

46) As per Section 11 of the Act, Appropriate Government may specify a generating 

company to operate and maintain any generating station in accordance with the 

directions of that Government. Relevant extract is as follows: 

 

“Section 11. (Directions to generating companies): ---  

(1) Appropriate Government may specify that a generating company shall, in 

extraordinary circumstances operate and maintain any generating station in accordance 

with the directions of that Government.  
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Explanation. - For the purposes of this section, the expression “extraordinary 

circumstances” means circumstances arising out of threat to security of the State, public 

order or a natural calamity or such other circumstances arising in the public interest.  

 

(2) The Appropriate Commission may offset the adverse financial impact of the directions 

referred to in sub-section (1) on any generating company in such manner as it considers 

appropriate.” 

 

47) In view of above, PFI requests the Hon’ble Commission to direct BESCOM to submit 

documentary evidence from the Govt. or SLDC for imposing Section 11 along with 

reason and the details of Plants which run during that period. Further, such power 

procurement is mainly due to Govt. directions, thus, the same should be borne 

by Govt. of Karnataka in the form of Subsidy. Accordingly, PFI requests the 

Hon’ble Commission to not consider such Power Purchase Cost.  

 

E-5. Energy Balancing 
 

48) BESCOM has claimed energy balancing cost i.e., revenue from sale of power to Other 

DISCOM of Karnataka as Rs. (539.59) Cr. for 820 MU in Table 3.17 of Petition.  

 

49) PFI has observed variation in energy balancing cost claimed by BESCOM in Petition 

and in Audited Accounts. The summary is as follows: 

(Rs. Cr.) 

Particular 

Claimed by 
BESCOM in 

Petition (Table 
3.17) 

As per Note 31 
of Audited 
Accounts 

Variation 

Revenue from sale of power to 

Other DISCOM 
539.59 666.40 126.81 

 

50) In view of above, PFI requests the Hon’ble Commission to direct BESCOM to submit 

the SLDC certificate w.r.t. Inter-DISCOM sale and clarify the reason of variation.  

 

E-6. Other Power Purchase Cost - Inter ESCOM & KPCL O&M and Interest Cost 
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51) BESCOM has claimed Inter ESCOM power purchase cost as Rs. 16.99 Cr. & KPCL 

O&M and Interest Cost as Rs. 1375.88 Cr.  

 

52) PFI requests the Hon’ble Commission to not consider Inter ESCOM & KPCL O&M 

and Interest Cost as Power Purchase Cost and direct BESCOM to submit the reason 

of claiming KPCL O&M and interest cost and Inter ESCOM cost.  

 

53) Accordingly, PFI requests the Hon’ble Commission to consider Power Purchase cost 

as follows: 

(Rs. Cr.) 

Particulars Claimed by BESCOM Proposed by PFI Difference 

Power Purchase Cost 27,895 25,818 (2,077) 
Less: PPA not approved   542   
Less: UI  33  
Less: Sec 11  110  
Less: KPCL O&M and Interest 
cost & Inter BESCOM 

 1393  

 

 

H. Renewable Purchase Obligation 
 

54) BESCOM has submitted source-wise Renewable Purchase, RPO compliance and 

shortfall if any, as part of the present petition for FY 2024-25 with the Petition. 

BESCOM has claimed shortfall of 448 MU.   

  

55) Further, with respect to Hon’ble Commission RPO trajectory, it is submitted that 

energy transition is the need of the hour and in order to achieve the Country’s target 

of 500 GW of RE by 2030 and Net Zero by 2070, it is important that every designated 

consumer including DISCOM should procure Renewable Energy at least equivalent 

to meet the yearly RPO Targets. In last few years the share of Renewable Energy has 

increased significantly which resulted in the concern of grid stability due to 

intermittent nature of RE and raised the challenges of providing Round the Clock 

power at affordable prices. To overcome these concerns, Renewable Energy 

Implementing Agencies like SECI have evolved from plain Vanilla tenders (procuring 

only Solar or wind energy) to the new age Tenders like RTC or FDRE (Firm & 

Dispatchable Renewable Energy) Tenders assuring providing round the clock power 



PFI Comments: BESCOM True-up FY 2024-25 

 

Page 30 of 37 
 

or peak power through Renewable plus storage combination. The intent of National 

RPO target is to provide firm and dispatchable renewable energy by providing power 

through Solar, Wind, Hydro, other Renewable Energy sources and Energy Storage. 

Further to save the transmission loss and charges, it is also important to have 

Distributed Renewable Energy to meet the load at the injecting point. 

 

56) The prime motive of RPO is to increase share of Renewable energy in the total 

consumption and in order to promote different sources MoP have come up with 

technology wise targets. Further, considering the cost and transmission congestion, 

MoP introduced Distributed Renewable Energy (DRE) Target which include 

renewable projects upto 10 MW. The prime objective of the introducing DRE is to 

promote the local available RE and to save the related Transmission network cost, 

charges and Loss. The Renewable Energy (Solar & Wind) are mostly dominated in 6-

7 States like Gujarat, Rajasthan, Tamil Nadu, Andhra Pradesh, etc., due to higher 

solar irradiance and wind density resulting higher CUF and higher power generation. 

However, to transmit that energy to the State like Arunachal Pradesh, DISCOMs need 

to pay ISTS charges and to develop InSTS network, but in case the renewable energy 

is within the State, DISCOMs does not need to pay ISTS charges which is in the 

range of 50-70 paisa/kWh and transmission losses, resulting reduction in power 

procurement cost. PFI has analyzed that the positive impact of higher CUF nearly 

nullified considering impact of interstate transmission system and intra-state 

transmission system losses. Thus, PFI requests the Hon’ble Commission and 

DISCOM to promote DRE in the State. 

 

57) It is evident from the above paras that every source is important to provide round 

the clock power and have minimum impact on grid. 

 

58) In view of above, PFI requests the Hon’ble Commission to direct DISCOM to submit 

comprehensive and verified details of its RPO compliance for FY 2024-25 and impose 

penalty on non-compliance of RPO targets as per buyout price of Rs. 245/MWh 

proposed by Hon’ble CERC vide its suo-moto Order 22/10/2025. 

 

I. Operation & Maintenance Expenses 
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59) BESCOM has claimed the O&M Expenses as Rs. 3389.93 Cr. equivalent to normative 

O&M expenses.  

 

60) PFI has observed that Hon’ble Commission in its KERC (Multi Year Transmission, 

Distribution and Retail Supply Tariff) Regulations, 2024 has mentioned that during 

True-up, Commission will allow O&M expenses equivalent to lower f O&M expenses 

based on norms or actual, relevant extract is as follows: 

 

 

61) In view of above, PFI requests the Hon’ble Commission to allow O&M expenses as 

Rs. 3233.26 Cr. and the balance may be borne by Govt. of Karnataka in the form of 

subsidy.  

(Rs. Cr.) 

Particulars Claimed by BESCOM Proposed by PFI Difference 

O&M Expenses 3389.93 3233.26 (156.67) 
 

J. Interest & Finance Charges 
 

H-1. Loss on exchange rate variation 
 

62) BESCOM has claimed loss of Rs. 57.67 Cr. on account of Loss on exchange rate 

variation and accordingly requested the Hon’ble Commission to consider the Interest 

on Long term loan as Rs. 743.60 Cr. (685.93 + 57.67).  

 

63) PFI has observed that BESCOM has not submitted any details about the loan taken 

from the foreign banks or Financing institutes. In view of this, PFI requests the 

Hon’ble Commission to not consider the loss on exchange rate variation.  

(Rs. Cr.) 

Particulars Claimed by BESCOM Proposed by PFI Difference 

Interest on Long term loans 743.60 685.93 (57.67) 
 

H-2. Interest on Working Capital 
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64) BESCOM has claimed Interest on Working Capital as Rs. 681.05 Cr. BESCOM 

further mentioned that actual Interest on working capital was Rs. 1140.72 Cr. which 

was mainly to meet liabilities.  

 

65) Due to this liquidity constraint, DISCOM has been compelled to rely on short-term 

borrowings to meet its day-to-day operational requirements, including payment 

towards power purchase and other statutory dues. As a result, the Interest on 

Working Capital has increased. 

 

66) In this regard, reference is drawn up to Section 65 of the Electricity Act, 2003, which 

clearly stipulates that where the State Government requires a distribution license to 

provide subsidy to any class of consumers, the State Government shall pay the 

subsidy amount in advance, so as to compensate Subsidy payment and its timely 

release are attributable to the State Government, therefore the State Govt. should 

bear the burden so that this burden will not be socialized at large among the 

consumers through Tariff. PFI has considered these two parameters for computing 

the collection efficiency of DISCOM and the same was considered for computing the 

Revenue (Gap)/Surplus for the year.   

 

67) In view of the above, PFI requests Hon’ble Commission to consider Rs. 1140.72 Cr.  

as Interest on Working Capital for FY 2024-25 and also request for amending the 

Regulatory provisions to allow actual interest on Working Capital for the DISCOMs 

considering the fact that there is outstanding subsidy to be paid by the Govt. Such 

interest on Working Capital is a prudent cost incurred by the DISCOM which if not 

allowed will become financial losses to the stressed DISCOM.  

(Rs. Cr.) 

Particulars Claimed by BESCOM Proposed by PFI Difference 

Interest on Working Capital 681.05 1140.72 459.67 

 

H-3. Other Finance Charges 
 

68) BESCOM has claimed bank charges under Other finance charges as Rs. 10.23 Cr. 

 

69) PFI observed that some SERCs like DERC in its Statement of Reason for Business 

Plan Regulations, 2023 has mentioned that all charges that are directly attributable 



PFI Comments: BESCOM True-up FY 2024-25 

 

Page 33 of 37 
 

to particular loan to be included in the interest on such loan and that charges should 

not be claimed as additional expense.  

 

70) In view of above, PFI requests the Hon’ble Commission to not consider Bank charges 

and the same should be borne by Govt. of Karnataka in the form the subsidy.  

 

H-4. Expenses Capitalized 
 

71) BESCOM has claimed interest capitalized as Rs. 23.42 Cr.  

 

72) PFI has observed that there is variation in interest capitalized claim and actual 

booked in Audited Accounts. As per Note 34 of the Audited Accounts, Interest 

capitalized on capital borrowings is Rs. 22.01 Cr. 

 

73) In view of above, PFI requests the Hon’ble Commission to consider Interest 

capitalized as Rs. 22.01 Cr. instead of claim of Rs. 23.42 Cr., further direct BESCOM 

to submit the reason for discrepancy.  

 

74) Accordingly, PFI has recomputed the Interest and Finance charges as follows: 

(Rs. Cr.) 

Particulars Claimed by BESCOM Proposed by PFI 

Interest on Loan Capital 743.60 685.93 

Interest on Working capital 681.05 1140.72 

Interest on Consumer security deposit 367.93 367.93 

Other Interest & Finance charges 70.08 59.85 

Less: Expenses Capitalized  25.43 24.02 

Total 1837.23 2230.41 

 

K. Other Income 
 

75) BESCOM has claimed other income as Rs. 139.36 Cr. after considering 50% of the 

incentive received.  

 

76) It is observed that as per Regulation 52 of the KERC (Multi Year Transmission, 

Distribution and Retail Supply Tariff) Regulations, 2024, there is no methodology 
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allowed by Hon’ble Commission to consider half of the incentive as part of Other 

income.  

 

77) Further, PFI in the above paras highlighted that BESCOM has considered Rs. 

1343.67 Cr. as part of Revenue from Operations which also include delayed payment 

charges from consumers. As per Hon’ble Commission Regulation such income is part 

of other income.  

 

78) PFI submits before Hon'ble Commission that Hon'ble APTEL in its judgment dtd. 

28/11/2013 in Appeal Nos. 14 of 2012 in the matter of NDPL VS DERC has decided 

that LPSC received by DISCOMs from the consumers shall be treated as NTI and its 

Financing Cost has to be allowed by Commission. Relevant extract of the said 

Judgment is as follows: 

 

"131. The Submissions made by the Appellant on this Issue are as under: 

a) LPSC is levied on consumers who pay their bill after the due date. LPSC received by 

the distribution licensee is treated as Non-Tariff Income under Regulation 5.23 of the 

MYT Regulations and the same is deducted to arrive at the ARR. Regulation 5.23 

provides as follows: 

b) "5.23. All incomes being incidental to electricity business and derived by the Licensee 

from sources, including but not limited to profit derived from disposal of assets, rents, 

delayed payment surcharge, meter rent (if any), income from investments other than 

contingency reserves, miscellaneous receipts from the consumers and income to licenses 

business from the other Business of the Distribution Licensee shall constitute Non-Tariff 

Income of the Licensee.” 

 

79) Based on the above, PFI requests Hon'ble Commission to consider LPSC as part of 

Non-Tariff Income, netting off the Financing cost associated with the same. PFI based 

on the methodology shown in the aforementioned APTEL Judgement has computed 

NTI for BESCOM based on their Audited Accounts for FY 2024–25. 

80) (Rs. Cr.) 

Sr. No. Particulars Claimed by BESCOM PFI Working 

A Other Income  154.26 154.26 

B Delayed Payment Surcharge 
from Consumer  

634.07 634.07 
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Sr. No. Particulars Claimed by BESCOM PFI Working 

C Other operating income 709.60 709.60 

D Net Non - Tariff Income 
(A+B+C) 

1497.93  

E Late Payment Surcharge 
(B/18%) 

 3,522.61 

F Financing Cost (D*11.25%)  396.29 

G Net Non - Tariff Income ( D-F)  1101.64 

 

(Rs. Cr.) 

Particulars 
Claimed by 
BESCOM 

Proposed by PFI Difference 

Non-Tariff Income 136.36 1101.64 962.28 

 

L. SUMMARY OF BESCOM TRUE-UP PETITION FOR FY 2024-25 
 

81) As stipulated above, summary of PFI Comments on True-up of FY 2024-25 for 

BESCOM is as follows, Hon’ble Commission is requested to kindly consider the same. 

(Rs. Cr.) 

Sr. 
No. 

Particulars 
Claimed by 
DISCOM 

Proposed by 
PFI 

Difference 

1 Sales (MU) 37,122 37,122 0 

2 Distribution Loss 8.51% 8.51% 0 

3 Transmission Loss 4.91% 4.91% 0 

4 Power Purchase Cost 23,711 21,634 (2,077) 

4a Less: PPA not approved  542  

4b Less: UI  33  

4c Less: Sec 11  110  

4d 
Less: KPCL O&M and Interest cost & 
Inter BESCOM 

 1393  

5 Transmission Charges 4,185 4,185 0 

6 
Operation & Maintenance (O&M) 
Expenses (6a+6b+6c) 

3,390 3,233 (157) 

6a Employee Expenses 2,342   

6b 
Administrative & General (A&G) 
Expenses 

608   

6c 
Repair & Maintenance (R&M) 
Expenses 

440   

7 Return on Equity 298 298  

8 Interest on Loan 744 686  

9 Interest on Working Capital 681 1,141  

10 
Interest on Consumer Security 
Deposit 

368 368  
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Sr. 
No. 

Particulars 
Claimed by 
DISCOM 

Proposed by 
PFI 

Difference 

11 Other Finance Charges 45 36  

12 Depreciation 1,251 1,251  

13 Other debits 66 66  

14 Saving due to loss reduction 110 110  

15 
Aggregate Revenue 
Requirement (ARR) 

34,848 33,008 (1,840) 

16 Non-Tariff Income 139 1,102 962 

17 Net ARR 34,709 31,906 (2,803) 

18 Revenue from Sale of Power 31,906 31,854 (51) 

19 Revenue (Gap)/Surplus (2,803) (51) 2,751 

 

82) In view of above, it is observed that BESCOM is in Revenue Gap by Rs. 51 Cr. 

instead of revenue gap claimed as Rs. 2,803 Cr. PFI requests the Hon’ble 

Commission to kindly consider the same. Further, PFI requests that elements of 

ARR which are not as per Regulatory provisions may not be passed on to the 

consumers, rather it should be borne by Govt. of Karnataka in the form of subsidy. 

Accordingly, the Govt. of Karnataka should provide additional subsidy of Rs. 

2,751 Cr. to BESCOM. 
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PRAYERS BEFORE HON’BLE KERC:-  

1) To consider the comments / suggestions of Power Foundation of India (PFI) on 

ARR & Tariff Petition of Karnataka DISCOMs. 

2) To direct DISCOMs to submit the action plan for metering the un-metered 

consumers.  

3) To direct DISCOM to submit the details of RPO compliance and impose penalty 

on DISCOM for non-compliance of Hon’ble Commission RPO Trajectory.  

4) To direct BESCOM to submit the Energy balance clearly bifurcating the Inter 

& Intra-state Transmission Loss and Distribution loss.  

5) To not consider the Power purchase cost linked to unapproved PPA, UI charges, 

Power procured under Section 11 and KPCL O&M cost and Interest cost.  

6) The inefficiencies of BESCOM should not be allowed to socialize to consumers 

at large rather it should be borne by Government of Karnataka by providing 

additional subsidy of Rs 2,751 Cr.  

7) To consider the additional submissions, if any, made by PFI for Karnataka 

DISCOM True-up Petition of FY 2024-25. 
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ANNEXURE-II 
 

A. Non Filing of Petition For ARR FY 2026-27  

 

1) Section 64 of the Electricity Act, 2003 mandates the procedure of Tariff Order wherein 

in sub-section (3) it has been inter-alia mentioned that the appropriate Commission, 

within 120 days from receipt of an application shall issue the Tariff Order after 

considering all suggestions and objections received from the public. 

 

2) The need for timely issuance of Tariff Orders and True-up Orders has been decided 

by Hon'ble APTEL in its judgement dtd. 11/11/2011 in OP No. 1 of 2011, as follows: 

 

"57. This Tribunal has repeatedly held that regular and timely truing-up expenses must 

be done since: 

(a) No projection can be so accurate as to equal the real situation. 

(b) The burden/benefits of the past years must not be passed on to the consumers 

of the future. 

(c) Delays in timely determination of tariff and truing-up entails: 

(i) Imposing an underserved carrying cost burden to the consumers, as is also 

recognised by para 5.3 (h) (4) of National Tariff Policy. 

(ii) Cash flow problems for the licensees. 

         ……………… 

65. In view of the analysis and discussion made above, we deem it fit to issue the 

following directions to the State Commissions: 

(i) Every State Commission has to ensure that Annual Performance Review, 

true-up of past expenses and Annual Revenue Requirement and tariff 

determination is conducted year to year basis as per the time schedule 

specified in the Regulations. 

(ii) It should be the endeavour of every State Commission to ensure that 

the tariff for the financial year is decided before 1st April of the 

tariff year... 

(iii) In the event of delay in filing of the ARR, truing-up and Annual 

Performance Review, one month beyond the scheduled date of 

submission of the petition, the State Commission must initiate Suo-

moto proceedings for tariff determination in accordance with 

Section 64 of the Act read with clause 8.1 (7) of the Tariff Policy. 

………………… 

(v) Truing up should be carried out regularly and preferably every year...". 
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3) It is evident from above that Hon'ble APTEL has even decided that SERCs can also 

initiate Suo-moto proceedings and collect the data and information and give suitable 

directions and then determine the tariff even in the absence of the application filed 

by the Utilities by exercising the powers under the provisions of the Act as well as the 

Tariff Regulations. 

 

4) Thus, Tariff determination ought to be treated as a time bound exercise. If there is 

any lack of diligence on the part of the Utilities which has led to the delay, SERCs 

must play a pro-active role in ensuring the compliance of the provisions of the Act 

and Regulations made thereunder. Timely issuance of Tariff and True-up Orders that 

too cost reflective results in timely passing of escalated cost in the power sector 

supply chain thereby maintaining adequate cash flow with the utilities, thus enabling 

them to supply uninterrupted quality supply to the consumers. It further avoids 

creation of Regulatory Assets, burden of Carrying Cost and Tariff shock at once to 

the end consumers. The same goes in-line with the Draft Electricity (Amendment) 

Bill, 2025.  

 

 

5) PFI prays to the Hon’ble Commission to conduct ARR of FY 2026-27 on Suo-

moto basis by 31st March 2026 as mandated by Hon’ble APTEL as stipulated 

above.  

 

B. Monthly Demand, Power Quantum & Power Purchase Cost Projection  
 

 

6) Power Purchase Cost accounts for 70-80% of the ARR of any DISCOM and therefore 

DISCOM as well as the Commission focus on optimizing the same which resulted into 

introduction of Merit Order Despatch principle and Resource Adequacy planning. 

Further, the Indian Power Sector is very dynamic and changing frequently with 

increase in renewable energy share resulting crash of short-term prices at Power 

exchange during the solar hours, Green Energy Open Access, tremendous growth in 

Rooftop solar/PM-Surya Ghar, deployment of Energy storage, etc. have impacted the 

process of demand projection and accordingly the power procurement. This mandates 

DISCOMs to cover such factors while projecting the sales and corresponding power 

procurement while filing the Tariff Petitions after considering hourly or at least 

monthly energy balance and monthly power purchase quantum and cost.  
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7) It has been noticed that State like Madhya Pradesh and Andhra Pradesh, the Tariff 

Petitions include the projection of Power Purchase Quantum and Cost on hourly & 

monthly basis, and they also submit details related to MoD even in the projection 

part. the relevant pages from the Petitions are reproduced below: 

 

MP DISCOMs ARR Petition FY 2026-27 
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AP DISCOMs ARR Petition FY 2026-27 
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8) In view of the this, PFI requests the Hon’ble Commission to direct DISCOM to 

submit the Demand, Power Quantum and Power Purchase Cost Projection on 

hourly and monthly basis while submitting ARR Petition for FY 2026-27 in line 

with MP-DISCOMs and AP-DISCOMs Petition to the Commission.  
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PFI Comments/Suggestions: HESCOM- True-Up Petition for FY 2024-25 

 

A. UNMETERED SALES  
 

9) PFI observed from the details in audit statement of energy sales for FY 2024–25 that 

HESCOM has reported 7,402 MU under unmetered sales as against total sales 

(excluding wheeled units) of 14,431 MU. This indicates that approximately 51% of 

the total sales are unmetered in nature 

 

10) It is also observed that the DISCOM has categorically opted to not mention the 

unmetered sales in the whole Petition, while the total consumption / sales under 

category LT-4 (a) was unmetered which was around 25%, and it is evident from the 

above that the number of consumers were increasing despite of Central Govt. push 

of metering all consumers.   

 

11) In view of above, it is pertinent to mention that Ministry of Power has notified the 

Standard Operating Procedure for subsidy accounting and payment on 3.07.2023. 

The SoP lays down steps to enable proper energy and subsidy accounting and 

comprises of three major aspects namely “Tariff Determination and Subsidy 

Declaration”, “Measurement of energy supplied to Subsidized Categories” and 

“Subsidy billing and collection by DISCOMs”. The relevant extract is as below: 

“2.2. Measurement of energy supplied to Subsidized categories 

 

iv. No electricity connection should be released without metering as per extant law 

and accordingly assessment of energy supplied to subsidized category of 

consumers, is to be computed on the basis of measured energy through proper 

metering only. In case of agriculture category, where consumer level metering has 
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not been adopted, energy may be measured at Distribution Transformers (DT) and 

feeder level through proper metering of DTs/feeders.  

 

v. In case of dedicated agriculture feeder supplying energy to agricultural 

consumers, energy measured at feeder level through proper metering shall be 

considered. The consumption reflected in feeders shall be adjusted for normative 

T&D losses as determined by SERC/JERC for determination of subsidy.  

 

vi. For fixed feeder, till such time the feeders are segregated, total energy shall be 

measured at feeder level and energy consumed by non-agricultural consumers 

shall be deducted by to arrive at energy consumption of agricultural consumers. 

The consumption shall be adjusted for normative T&D losses as determined by 

SERC/JERC for determination of subsidy.  

 

vii. In no case shall the assessment of energy be computed on the basis of contract 

load, per HP basis, flat tariff, lumpsum or any other such parameter.  

 

viii. All DISCOMs/PDs shall migrate from flat rate billing to energy per unit rate 

billing for consumer other than agricultural category.” 

 

12) It is imperative to highlight that Punjab has taken cognizance of the above directives 

of MoP and accordingly submitted the unmetered Agriculture sales in the True-up 

Petition for FY 2024-25. The relevant extract is as below: 
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13) It can also be referred from the above guidelines that no electricity connection 

should be released without meter as per the extent of law and accordingly 

assessment of energy supplied to subsidized category of consumers should be 

computed through proper metering only.  

 

14) Unmetered connections lead to improper Energy Accounting resulting in loss in 

revenue and scheduling costly power which increases the Revenue Gap during  

True-up that is socialized to consumers at large in the ARR by Hon'ble Commission 

even though Tariff is fixed at Normative Distribution Loss Level as claimed by 

DISCOMs. 

 

15) In view of above, PFI requests the Hon’ble Commission to direct DISCOM to 

submit the unmetered sales details in line with the MoP methodology and 

direct DISCOM to submit the roadmap for achieving 100% metering of 

unmetered sales with in next 5 years. 

 

B. Higher Divisional Distribution  

16) PFI observed that the divisional distribution loss in certain divisions, namely Ron 

(17.65%), Haveri (15.98%), Ranebennur (15.93%), Mudhol (15.44%) and Chikkodi 
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(15.26%), is significantly higher than the overall average distribution loss of 12.48% 

claimed by the licensee for FY 2024–25. The loss levels in these divisions are 

substantially above the claimed average, indicating concentrated inefficiencies in 

specific areas. 

Division 
Input Energy 

(MU) 
Energy 

Sold (MU) 
Loss of Energy 

(MU) 
% Distribution 

Loss 

Ron            159             131               28               18  

Haveri            686             576             110               16  

Ranebennur            772             649             123               16  

Mudhol            971             821             150               15  

Chikkodi            741             628             113               15  

 

17) In view of the above, PFI requests the Hon’ble Commission to direct the DISCOM to 

undertake targeted loss reduction measures in these high-loss divisions and 

submit a time-bound action plan for bringing the losses in line with the 

approved/claimed overall trajectory. 

C. Transmission loss  

18) HESCOM has claimed Transmission loss of 5.26% . 

 

19) Hon’ble Commission in its Tariff Order for the year FY 2024-25 has approved 

Transmission Loss of 2.664%. The relevant extract is given below:  

 

20) Hon’ble Commission vide its Letter dated 11/12/2025 has shared the preliminary 

observations to HESCOM and raised the concern of higher transmission loss. 
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HESCOM vide its reply dated 29/12/2025 submitted that Hon’ble Commission only 

approved transmission loss of KPTCL, while HESCOM also consider the 

transmission loss for procuring power from CGS. The relevant extract is as follows: 

 

21) PFI further observed that all the five DISCOMs in the state have claimed different 

Transmission Loss for the True-Up of the year FY 2024-25, summary is as follows:  

    

Name of DISCOMs 
Transmission Loss % for FY25 

Approved  Actual Claimed Diff 

BESCOM 2.66 4.91 2.25 

GESCOM 2.66 5.68 3.02 

HESCOM 2.66 5.26 2.60 

CESC 2.66 4.24 1.58 

MESCOM 2.664 5.53 2.87 

 

22) As per the replies by DISCOMs, DISCOMs has computed Transmission Loss (%) on 

the basis of energy purchased at generation point and energy at Interface point. 

Further DISCOMs referred to letter of CEE, SLDC dt 13/11/2020 and made 

submissions that transmission losses are calculated state as a whole and the loss 

in energy balancing is the pool loss. 

 

23) In the above context, PFI would like to highlight the approach being followed by 

DISCOM in the state of Uttar Pradesh towards the computation of Energy balance 

as it may add value to the suffice, wherein DISCOM provide the details of 

distribution loss, Intra-state transmission loss and inter-state transmission loss. 

The relevant extract of the Energy is given below for reference: 
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24) Thus, PFI requests the Hon’ble Commission to adopt above-referred 

methodology for the computation of Energy Balance, as to ensure uniformity 

among all the ESCOMs in the determination of Transmission Loss and for 

better planning for the energy to be procured to meet the demand. It also 

provides clarity about the Inter & Intra-state Transmission Loss. 

 

C. Merit Order Despatch adherance  

 

25) PFI observes that Karnataka DISCOMs has not submitted monthly reports certified 

by Karnataka SLDC that Merit Order Despatch principle has been followed in true 

spirit while scheduling the Power from various Generating Stations. Therefore, it is 

requested to Hon’ble Commission to direct Karnataka DISCOMs to submit the 

details along with certification from Karnataka SLDC that MoD has been followed 

in true letter and spirit.  

 

D. UI CHARGES 
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26) HESCOM has claimed an amount of Rs 30 Cr towards UI Charges.  

 

27) It is pertinent to note that Unscheduled Interchange (UI) Charges are a penal and 

corrective mechanism designed to enforce and maintain grid discipline across the 

power system. Thus, UI Charges function as a regulatory and operational 

enforcement tool, ensuring orderly grid operation, protecting system integrity, and 

upholding the principles of grid discipline as mandated under the Electricity Act 

and the Grid Code. 

 

28) PFI would like to submit that in certain States, like Bihar, the Commission does 

not allow DSM Charges (deviation in a time block is > 15% and / or the frequency 

of grid is < 49.90 Hz) as part of the Power Purchase Cost stating that the same can 

be controlled through better power planning. Relevant extract from BERC True-Up 

Order FY 2023-24 dated 28/03/2025 is as follows. 

“ The Commission is of the opinion that the licensees’ under drawal / over drawal 

of UI energy should be strictly within the specified limit stipulated by CERC so as 

to maintain grid discipline and also to avoid any additional deviation charges, 

which ultimately result in increase of power purchase cost. The underdrawl and/or 

overdrawl of Energy above the allowable limit and/ or beyond the allowable time 

blocks can be controlled through better power planning combined with improved 

power portfolio management and efficient Grid operation and for this reason the 

Commission is of the view that imposition of additional deviation charges on 

account of deviation in volume and overdrawl when grid frequency is below that 

49.95 Hz are penal in nature and therefore should not be allowed to pass through 

in the power purchase cost.  

“ 

29) In view of above, PFI requests the Hon’ble Commission not to consider the 

claim of HESCOM amounting to Rs. 30 Cr towards UI Charges, as the same 

would result in additional cost burden over the common citizens due to 

improper planning and inefficiencies in energy sales and purchase by the 

DISCOM. Also, it is submitted that such operational inefficiencies shouldn’t 

be allowed to be passed on to consumers at large and financial impact arising 
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therefrom, should be borne by the Government of Karnataka in the form of 

subsidy.  

 

       (Rs. Cr.) 

Particulars 
Claimed by 

HESCOM 
Proposed 

By PFI 
Difference 

UI Charges  30 0 (30) 

 
 

E. Power Procurement under Section 11 

 

30) HESCOM has claimed the Rs. 51.15 Cr. under Section 11 of the Act while claiming 

the Power Purchase Cost.  

 

31) As per Section 11 of the Act, Appropriate Government may specify a generating 

company to operate and maintain any generating station in accordance with the 

directions of that Government. Relevant extract is as follows: 

“Section 11. (Directions to generating companies): ---  

(1) Appropriate Government may specify that a generating company shall, in 

extraordinary circumstances operate and maintain any generating station in 

accordance with the directions of that Government.  

 

Explanation. - For the purposes of this section, the expression “extraordinary 

circumstances” means circumstances arising out of threat to security of the State, public 

order or a natural calamity or such other circumstances arising in the public interest.  

 

(2) The Appropriate Commission may offset the adverse financial impact of the 

directions referred to in sub-section (1) on any generating company in such manner as 

it considers appropriate.” 

 

32) In view of above, PFI requests the Hon’ble Commission to direct HESCOM to submit 

documentary evidence from the Govt. and SLDC for imposing Section 11 along with 

reason and the details of Plants which run during that period. Further, such power 

procurement is mainly due to Govt. directions, thus, the same should be borne by 
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Govt. of Karnataka in the form of Subsidy. Accordingly, PFI requests the Hon’ble 

Commission to not consider such Power Purchase Cost.  

 

F. O&M Expenses Normative Basis  

 

33) PFI observes that HESCOM, in its True-Up Petition for FY 2024–25, has claimed 

O&M Expenses on the basis of actuals as per the audited accounts in the ARR 

summary table, which are higher than the normative O&M Expenses. 

 

34) As per Clause 51.5 of the MYT Regulations, the Hon’ble Commission shall allow 

either the actual O&M expenses or the normative O&M expenses, whichever is 

lower, as stipulated below: 

 

35) In view of the above, PFI requests the Hon’ble Commission to consider and approve 

the O&M Expenses strictly in accordance with the MYT Regulations, i.e., limited to 

the normative O&M Expenses, being lower than the actual expenses claimed by 

HESCOM.  

   (Rs. Cr.) 

Particulars Claimed by HESCOM  
Proposed by 

PFI 
Difference  

O&M Expenses 1,923 1,861 (62) 

 

G. Compensation  
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36) PFI would like to highlight that HESCOM in its book of account under Note No. 27-

3-4 has furnished the expense towards Compensation for death, injuries and 

damages of amount Rs 10.29 Cr (Rs. 0.76 Cr. + Rs. 9.53 Cr.) 

 

37) In this regard, PFI observes that Section 57 (2) and Section 59 (1) of the Electricity 

Act 2003 focus on two key points i.e., Compensation and Furnishing Case-wise 

information. Relevant sections are as follows: 

“Section 57. (Consumer Protection: Standards of performance of licensee): 

(1) The Appropriate Commission may, after consultation with the licensees and 

persons likely to be affected, specify standards of performance of a licensee or a class 

of licensees.  

(2) If a licensee fails to meet the standards specified under sub-section (1), without 

prejudice against any penalty which may be imposed or prosecution be initiated, he 

shall be liable to pay such compensation to the person affected as may be determined 

by the Appropriate Commission:  

Provided that before determination of compensation, the concerned licensee shall be 

given a reasonable opportunity of being heard. 

… 

Section 59. (Information with respect to levels of performance):  



PFI Comments: HESCOM True-up FY 2024-25  

       

(1) Every licensee shall, within the period specified by the Appropriate Commission, 

furnish to the Commission the following information, namely:-  

(a) the level of performance achieved under sub-section (1) of the section 57;  

(b) the number of cases in which compensation was made under subsection (2) of 

section 57 and the aggregate amount of the compensation.” 

38) Conjoint reading of Section 57 & Section 59 leads to the conclusion that DISCOMs 

need to submit case-by-case details to the Commission and the Commission will 

determine the compensation only after going through the merits of each case. 

 

39) Further, Hon’ble APTEL vide its Judgment1 dated 27/09/2012 in Appeal No.141 

of 2012 provided clarification of Section 57(2) stating that SERCs will determine 

compensation on a case-by-case basis after analyzing the failure in meeting 

standard of performance and other details, relevant extract from said judgement is 

as follows: 

“Section 57(2) provides for a case-by-case determination of compensation. Such 

compensation has to be paid to the affected person. This will make it clear that the 

State Commission will have to determine on the basis of allegation that a particular 

standard of performance had been violated, as to how and what extent the person 

has been affected due to such violation.” 

40) It is pertinent to note that all penalties and compensation payable by the DISCOM 

to any party for failure to meet any Standards of Performance or for damages, as a 

consequence of the orders of the Commission, Courts, Consumer Grievance 

Redressal Forum, and Ombudsman, etc., should not be allowed to be recovered 

through the Aggregate Revenue Requirement. 

 

41) In view of the above, PFI submits that the Hon’ble Commission may direct the 

DISCOM to furnish detailed case-wise reasons and full justification for each 

accident before allowing any pass-through of compensation in tariff, and 

accordingly, not to consider the claim of Rs. 0.75 Cr and Rs. 9.53 Cr.  

 
1https://www.aptel.gov.in/judgements/Judgment%20in%20APPEAL%20No.141%20of%202012_Replace_270
92012_ssi.pdf 
 

https://www.aptel.gov.in/judgements/Judgment%20in%20APPEAL%20No.141%20of%202012_Replace_27092012_ssi.pdf
https://www.aptel.gov.in/judgements/Judgment%20in%20APPEAL%20No.141%20of%202012_Replace_27092012_ssi.pdf
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(Rs. 10.29 Cr.) towards compensation for death, injuries, and damages in the 

absence of adequate supporting details and prudence check. 

                       (Rs. Cr.) 

Particulars 
Claimed by 
HESCOM 

Proposed 
By PFI 

Difference 

Other Debits (incl. Bad debts) 25.34 15.05 (10.29) 

 

H. Prior Period Expenses 

 

42) PFI observes that the utility has booked substantial Prior Period adjustments in  

FY 2024-25 amounting to Rs. 99.62 Cr. towards Prior Period Expenses and  

Rs. 66.02 Cr. towards Prior Period Income, resulting in a net prior period impact of 

Rs. 33.60 Cr. A significant portion of these adjustments relates to under-provision 

of depreciation of earlier years, short provision for power purchase, withdrawal of 

miscellaneous income accounted in previous years, and other accounting 

corrections pertaining to past periods. The magnitude of these adjustments 

indicates that material expenses and income relating to earlier financial years have 

been recognized in the current year’s accounts.  

 

43) PFI submits that since these amounts pertain to previous financial years and do 

not relate to FY 2024-25 operations, the same may not be considered for pass-

through in the current true-up. Allowing such prior period adjustments in the 
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present ARR would impose an undue burden on consumers for past inefficiencies 

or accounting omissions.  

 

44) Therefore, PFI requests the Hon’ble Commission not to consider these prior period 

amounts while determining the ARR for FY-2024-25 and to direct HESCOM to 

submit the details along with documentary evidence for such expenses. This 

expense should be borne by the Govt. of Karnataka in the form of subsidy.  

(Rs. Cr.) 

Particulars Claimed by HESCOM Proposed by PFI 

Prior Period Charges 34 0 

 

 

I. Government Subsidy 

 

45) HESCOM has claimed Rs 7,398 Cr towards the Subsidy amount received from the 

Government of Karnataka and the same was considered as part of Revenue from 

sale of Power. 

46) However, PFI observed that HESCOM in its Petition under Format D-3 mentioned 

that it has received Rs. 9,185 Cr towards Subsidy during FY 2024-25 from the 

Government of Karnataka under LT-1 & LT-4(a) tariff Category.  
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47) Thus, PFI requests the Hon’ble Commission to consider subsidy received under 

Revenue of the HESCOM. Accordingly, PFI has recomputed the revenue from sale 

of power as follows: 

 

       (Rs. Cr.) 

Particulars Claimed by HESCOM 
Proposed by 

PFI  
Difference 

Revenue subsidies 12,315 14,102 1,787 

 

 

J. HESCOM True-Up SUMMARY 

 

48) As stipulated above, summary of PFI Comments on True-up of FY 2024-25 for 

HESCOM is as follows, Hon’ble Commission is requested to kindly consider the 

same. 

(Rs. Cr.) 

Sr. No. Particulars 
Claimed by 
HSECOM 

Proposed 
by PFI 

Difference 

1 Sales (MU) 15,972 15,972  

2 Distribution Loss (%) 12.48% 12.48%  

3 Total Income 12,315 14,102 1,787 

3a Add: Subsidy received   1,787  

4 Power Purchase Cost 7,821 7,740 (81) 

4a Less: UI charges  30  

4b Less: Section 11  51  

5 Transmission Charges 1,683 1,683  

6 O&M Expenses 1,923 1,861 (62) 

7 
Interest & Finance Charges 
(7a+7b+7c+7d+7e-7f) 

686 686  

7a Interest on loan 290 290  

7b Interest on Working Capital 275 275  

7c Interest on Consumer deposit 76 76  

7d 
Other Interest and finance 
charges  

63 63  

7e 
Interest on belated power 
purchase Expenses as per 
KERC/APTEL Orders 

32 32  

7f 
Interest & finance charges 
capitalised 

48 48  

8 Depreciation 550 550  

9 Other Debits 25 15 (10) 



PFI Comments: HESCOM True-up FY 2024-25  

       

Sr. No. Particulars 
Claimed by 
HSECOM 

Proposed 
by PFI 

Difference 

9a 
Less: Compensation for Injury & 

damages 
 10  

10 Prior Period Charges  34 0 (34) 

11 Return on Equity 423 423  

12 Less: Non-Tariff Income  226 226  

13 ARR 12,920 12,732 (187) 

14 Net ARR 12,920 12,732 (187) 

15 Revenue Surplus/(Deficit) (605) 1,370 1,974 

 

 

49) As above, it is observed that HESCOM is Revenue surplus by Rs. 1,370 Cr. 

instead of revenue gap claimed as Rs. 605 Cr. PFI requests the Hon’ble 

Commission to kindly consider the same. Further, PFI requests that elements of 

ARR which are not as per Regulatory provisions may not be passed on to the 

consumers, rather it should be borne by Govt. of Karnataka in the form of subsidy. 

Accordingly, the Govt. of Karnataka should provide additional subsidy of  

Rs. 1,974 Cr. to HESCOM. 
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PRAYERS BEFORE HON’BLE KERC:-  

1) To consider the comments / suggestions of Power Foundation of India (PFI) 

on ARR & Tariff Petition of Karnataka DISCOMs. 

2) To direct DISCOMs to submit the action plan for metering the un-metered 

consumers.  

3) To direct HESCOM to submit the Energy balance clearly bifurcating the Inter 

& Intra-state Transmission Loss and Distribution loss.  

4) To not consider the Power purchase cost linked to UI charges and Power 

procured under Section 11.  

5) The inefficiencies of HESCOM should not be allowed to socialize to consumers 

at large rather it should be borne by Government of Karnataka by providing 

additional subsidy of Rs 1,974 Cr.  

6) To consider the additional submissions, if any, made by PFI for Karnataka 

DISCOM True-up Petition of FY 2024-25. 
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ANNEXURE-III 
 

A. Non Filing of Petition For ARR FY 2026-27  

 

1) Section 64 of the Electricity Act, 2003 mandates the procedure of Tariff Order 

wherein in sub-section (3) it has been inter-alia mentioned that the appropriate 

Commission, within 120 days from receipt of an application shall issue the Tariff 

Order after considering all suggestions and objections received from the public. 

 

2) The need for timely issuance of Tariff Orders and True-up Orders has been decided 

by Hon'ble APTEL in its judgement dtd. 11/11/2011 in OP No. 1 of 2011, as 

follows: 

 

"57. This Tribunal has repeatedly held that regular and timely truing-up expenses 

must be done since: 

(a) No projection can be so accurate as to equal the real situation. 

(b) The burden/benefits of the past years must not be passed on to the 

consumers of the future. 

(c) Delays in timely determination of tariff and truing-up entails: 

(i) Imposing an underserved carrying cost burden to the consumers, as is 

also recognised by para 5.3 (h) (4) of National Tariff Policy. 

(ii) Cash flow problems for the licensees. 

         ……………… 

65. In view of the analysis and discussion made above, we deem it fit to issue the 

following directions to the State Commissions: 

(i) Every State Commission has to ensure that Annual Performance Review, 

true-up of past expenses and Annual Revenue Requirement and tariff 

determination is conducted year to year basis as per the time schedule 

specified in the Regulations. 

(ii) It should be the endeavour of every State Commission to ensure 

that the tariff for the financial year is decided before 1st April of 

the tariff year... 

(iii) In the event of delay in filing of the ARR, truing-up and Annual 

Performance Review, one month beyond the scheduled date of 

submission of the petition, the State Commission must initiate 

Suo-moto proceedings for tariff determination in accordance with 

Section 64 of the Act read with clause 8.1 (7) of the Tariff Policy. 

………………… 

(v) Truing up should be carried out regularly and preferably every year...". 

 

3) It is evident from above that Hon'ble APTEL has even decided that SERCs can also 

initiate Suo-moto proceedings and collect the data and information and give 
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suitable directions and then determine the tariff even in the absence of the 

application filed by the Utilities by exercising the powers under the provisions of 

the Act as well as the Tariff Regulations. 

 

4) Thus, Tariff determination ought to be treated as a time bound exercise. If there 

is any lack of diligence on the part of the Utilities which has led to the delay, 

SERCs must play a pro-active role in ensuring the compliance of the provisions of 

the Act and Regulations made thereunder. Timely issuance of Tariff and True-up 

Orders that too cost reflective results in timely passing of escalated cost in the 

power sector supply chain thereby maintaining adequate cash flow with the 

utilities, thus enabling them to supply uninterrupted quality supply to the 

consumers. It further avoids creation of Regulatory Assets, burden of Carrying 

Cost and Tariff shock at once to the end consumers. The same goes in-line with 

the Draft Electricity (Amendment) Bill, 2025.  

 

 

5) PFI prays to the Hon’ble Commission to conduct ARR of FY 2026-27 on Suo-

moto basis by 31st March 2026 as mandated by Hon’ble APTEL as stipulated 

above.  

 

B. Monthly Demand, Power Quantum & Power Purchase Cost Projection  
 

 

6) Power Purchase Cost accounts for 70-80% of the ARR of any DISCOM and 

therefore DISCOM as well as the Commission focus on optimizing the same which 

resulted into introduction of Merit Order Despatch principle and Resource 

Adequacy planning. Further, the Indian Power Sector is very dynamic and 

changing frequently with increase in renewable energy share resulting crash of 

short-term prices at Power exchange during the solar hours, Green Energy Open 

Access, tremendous growth in Rooftop solar/PM-Surya Ghar, deployment of 

Energy storage, etc. have impacted the process of demand projection and 

accordingly the power procurement. This mandates DISCOMs to cover such 

factors while projecting the sales and corresponding power procurement while 

filing the Tariff Petitions after considering hourly or at least monthly energy 

balance and monthly power purchase quantum and cost.  

 

7) It has been noticed that State like Madhya Pradesh and Andhra Pradesh, the Tariff 

Petitions include the projection of Power Purchase Quantum and Cost on hourly 



PFI Comments: MP-DISCOMs True Up FY 2024-25  

       

& monthly basis, and they also submit details related to MoD even in the 

projection part. the relevant pages from the Petitions are reproduced below: 

 

MP DISCOMs ARR Petition FY 2026-27 
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AP DISCOMs ARR Petition FY 2026-27 
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8) In view of the this, PFI requests the Hon’ble Commission to direct DISCOM to 

submit the Demand, Power Quantum and Power Purchase Cost Projection on 

hourly and monthly basis while submitting ARR Petition for FY 2026-27 in 

line with MP-DISCOMs and AP-DISCOMs Petition to the Commission.  
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PFI Comments/Suggestions: GESCOM- True-Up Petition for FY 2024-25 

 

A. UNMETERED SALES OF LT-4a TARIFF CATEGORY (IP SETS) 
 

9) GESCOM, in its True-Up Petition for FY2024–25, has reported total energy sales 

of 3,626 MU under the LT-4a (IP-Sets) Tariff Category, out of the Company’s total 

sales of 8,987 MU, thereby accounting for approximately 40% of the total energy 

sales of the utility. 

 

10) Sales under the LT-4a (IP Sets) Tariff Category being unmetered are dealt with as 

specific consumption, expressed in terms of Units/Installation/Annum. The 

trends of specific consumption are as follows: 

Tariff Category 

Specific Consumption (Units/Installation/Annum) 

FY 2023-24 (Actual) FY2024-25 (Approved) 
FY 2024-25 
(Claimed) 

LT-4a (IP Sets) 10,347 8,182 8,147 

 

11) Thus, from the above it can be referred that company’s major energy sales are 

booked during the year FY2024-25 as per specific consumptions i.e. not through 

actual meter reading and it is subsidized tariff category through which subsidy is 

being claimed by the Licensee, GESCOM.  

 

1) It is also observed that DISCOM has categorically opted to not mention the 

unmetered sales in the whole Petition, while the total consumption / sales under 

category LT-4 (a) was unmetered which was around 40%, and it is evident from 

the above that the number of consumers were increasing despite of Central Govt. 

push of metering all consumers.   

  

12) Ministry of Power has notified the Standard Operating Procedure (SoP) for subsidy 

accounting and payment on 03.07.2023. The SoP lays down steps to enable proper 

energy and subsidy accounting and comprises of three major aspects namely 

“Tariff Determination and Subsidy Declaration”, “Measurement of energy supplied 

to Subsidized Categories” and “Subsidy billing and collection by DISCOMs”. The 

relevant extract is as below: 

“2.2. Measurement of energy supplied to Subsidized categories 

 

iv. No electricity connection should be released without metering as per extant 

law and accordingly assessment of energy supplied to subsidized category of 
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consumers, is to be computed on the basis of measured energy through proper 

metering only. In case of agriculture category, where consumer level metering 

has not been adopted, energy may be measured at Distribution Transformers 

(DT) and feeder level through proper metering of DTs/feeders.  

 

v. In case of dedicated agriculture feeder supplying energy to agricultural 

consumers, energy measured at feeder level through proper metering shall be 

considered. The consumption reflected in feeders shall be adjusted for 

normative T&D losses as determined by SERC/JERC for determination of 

subsidy.  

 

vi. For fixed feeder, till such time the feeders are segregated, total energy shall 

be measured at feeder level and energy consumed by non-agricultural 

consumers shall be deducted by to arrive at energy consumption of agricultural 

consumers. The consumption shall be adjusted for normative T&D losses as 

determined by SERC/JERC for determination of subsidy.  

 

vii. In no case shall the assessment of energy be computed on the basis of 

contract load, per HP basis, flat tariff, lumpsum or any other such parameter.  

 

viii. All DISCOMs/PDs shall migrate from flat rate billing to energy per unit rate 

billing for consumer other than agricultural category.” 

 

2) It is imperative to highlight that Punjab has taken cognizance of the above 

directives of MoP and accordingly submitted the unmetered Agriculture sales in 

the True-up Petition for FY 2024-25. The relevant extract is as below: 
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3) It can also be referred from the above guidelines that no electricity connection 

should be released without meter as per the extent of law and accordingly 

assessment of energy supplied to subsidized category of consumers should be 

computed through proper metering only.  

 

4) Unmetered connections lead to improper Energy Accounting resulting in loss in 

revenue and scheduling costly power which increases the Revenue Gap during  

True-up that is socialized to consumers at large in the ARR by Hon'ble 

Commission even though Tariff is fixed at Normative Distribution Loss Level as 

claimed by DISCOMs. 

 

5) In view of above, PFI requests the Hon’ble Commission to direct DISCOM to 

submit the unmetered sales details in line with the MoP methodology and 

direct DISCOM to submit the roadmap for achieving 100% metering of 

unmetered sales with in next 5 years. 

B. DISTRIBUTION LOSS 

 

6) GESCOM in its True-Up Petition for the year FY2024-25 has claimed Distribution 

Loss of 10.42%.  
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7) However, it is pertinent to mention that the Hon’ble Commission in the Tariff Order 

2024 dated 28th February 2024, has specified DISCOM wise Distribution Loss and 

the relevant extract is shown below:  

 

 

8) From the above, it is evident that GESCOM has failed to achieve the Distribution 

Loss target for the year FY2024–25, as specified and approved by the Hon’ble 

Commission. The inability of GESCOM to meet the prescribed target indicates 

shortcomings in operational efficiency and loss reduction measures, which 

requires due examination by the Hon’ble Commission. Financial implications 

arising out of such non-achievement of the approved Distribution Loss levels 

should not be passed on to the consumers and its impact should be dealt with 

accordingly.  

 

9) Thus, PFI has recomputed the energy balance required for the year FY2024-25 

and the same is as shown below:  

Particulars  Value 

Sales of Energy (MU) A 8,987 

Distribution Loss (%) B 10% 

Energy required at Interface Point (MU) C=A/(1-B) 9,985 

Transmission Loss (%) D 5.68% 

Energy Required at Ex-Bus (MU) E=C/(1-D) 10,587 

Ex-Bus energy claimed by GESCOM (MU) F 10,636 

Excess energy procured (MU) G=F-E 49 

APPC as submitted by GESCOM (Rs/kWh) H 5.95 

Amount not to be considered (Rs. Cr.) I=H*G 29 
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10) Thus, it can be referred from the above table that, to meet the energy demand of 

consumers, GESCOM was required to procure only 10,587 MU of power rather 

than 10,636MU it has procured during the year FY2024-25.  

 

11) In addition, PFI has computed the financial impact arising from the 

underperformance of GESCOM on account of Distribution Loss and it has 

been observed that the net financial impact amounts to Rs. 29 Cr. due to 

excess power procurement undertaken to meet the demand. 

 

12) In continuation to above, it is also important to mention that, in view of the non-

achievement of the Distribution Loss target for the year FY 2024–25, the same 

shall be addressed strictly in accordance with the provisions stipulated under 

Clause 8 of the Karnataka Electricity Regulatory Commission (Multi Year 

Transmission, Distribution and Retail Supply Tariff) Regulations, 2024. 
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13) Hon’ble Commission while approving True-Up for the year FY 2023-24 has 

followed the measures as detailed below for the computation of gain or loss on 

account of distribution loss. The relevant extract is as below: 

 

 

14) In compliance with the provisions and measures as outlined above, PFI has 

computed the financial impact of loss on account of under achievement of 

Distribution Loss target and as per the provision detailed above is Rs 10 Cr. The 

detailed computation is given below: 

Particulars   Value 

Distribution Loss achieved (%) A 10.42% 

Distribution Loss Upper Limit (%) B 10.25% 

Increase in Distribution Loss (%) C=A-B 0.17% 

Energy at Interface Point (MU) D 9,985 

Average Cost of Power E 5.95 

Penalty F=C*D*E 10 

 

15) In view of above, PFI requests the Hon’ble Commission not to consider the 

expense claim of GESCOM amounting Rs. 39 Cr. (29+10) towards 

underachievement of Distribution Loss against the approved target for the 

year FY 2024-25 and the same may be borne by the Government of Karnataka 

in the form of subsidy.  

 

C. Transmission loss  

16) BESCOM has claimed Transmission loss of 4.91%  
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17) Hon’ble Commission in its Tariff Order for the year FY 2024-25 has approved 

Transmission Loss of 2.664%. The relevant extract is given below: 

 

 

18) Hon’ble Commission vide its Letter dated 11/12/2025 has shared the preliminary 

observations to BESCOM and raised the concern of higher transmission loss. 

GESCOM vide its reply dated 23/12/2025 submitted that Hon’ble Commission 

only approved transmission loss of KPTCL, while BESCOM also consider the 

transmission loss for procuring power from CGS. The relevant extract is as follows: 

 

19) PFI further observed that all the five DISCOMs in the state have claimed different 

Transmission Loss for the True-Up of the year FY 2024-25, summary is as follows:  

    

Name of DISCOMs 
Transmission Loss % for FY25 

Approved  Actual Claimed Diff 

BESCOM 2.66 4.91 2.25 

GESCOM 2.66 5.68 3.02 

HESCOM 2.66 5.26 2.6 
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Name of DISCOMs 
Transmission Loss % for FY25 

Approved  Actual Claimed Diff 

CESC 2.66 4.24 1.58 

MESCOM 2.664 5.53 2.87 

 

20) As per the replies by DISCOMs, DISCOMs has computed Transmission Loss (%) 

on the basis of energy purchased at generation point and energy at Interface point. 

Further DISCOMs referred to letter of CEE, SLDC dt 13/11/2020 and made 

submissions that transmission losses are calculated state as a whole and the loss 

in energy balancing is the pool loss. 

 

21) In the above context, PFI would like to highlight the approach being followed by 

the DISCOM in the state of Uttar Pradesh towards the computation of Energy 

balance as it may add value to the suffice, wherein DISCOM provide the details of 

distribution loss, Intra-state transmission loss and inter-state transmission loss. 

The relevant extract of the Energy is given below for reference: 

 

22) Thus, PFI requests the Hon’ble Commission to adopt above-referred 

methodology for the computation of Energy Balance, as to ensure uniformity 

among all the ESCOMs in the determination of Transmission Loss and for 
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better planning for the energy to be procured to meet the demand. It also 

provides clarity about the Inter & Intra-state Transmission Loss.   

 

D. Merit Order Despatch adherance  

 

23) PFI observes that Karnataka DISCOMs has not submitted monthly reports 

certified by Karnataka SLDC that Merit Order Despatch principle has been 

followed in true spirit while scheduling the Power from various Generating 

Stations. Therefore, it is requested to Hon’ble Commission to direct Karnataka 

DISCOMs to submit the details along with certification from Karnataka SLDC that 

MoD has been followed in true letter and spirit.  

 

E. POWER PURCHASE COST: PROVISIONING AGAINST LEGAL CASES 

 

24) GESCOM has claimed total Power Purchase Cost of Rs. 6,332 Cr. for the True-Up 

of the year FY 2024-25. However, in its Audit Statement for the year FY2024-25 it 

has mentioned under Note No. 33 that it has claimed Rs. 49 Cr. pertaining to 

earlier years which were demanded during the year FY 2024-25 against the several 

pending cases at KERC/CERC lying between GESCOM and respective generators 

which were finalized and Order passed against GESCOM.  

25) Further, GESCOM in its Audit Statement under Note No. 33 made submissions 

that necessary provision towards the same was made in the year FY 2024-25. 

Relevant extract from Audited Account is as follows: 

 

26) Thus, PFI requests the Hon’ble Commission for the prudence check of the amount 

released by GESCOM to the respective generators during the year FY 2024-25 as 

claimed under provision against the Order of the case finalized. 

 

27) Further, GESCOM under Note No. 33 of the Audit Statement has claimed that it 

has also made provisioning with respect to various cases pending for Order to the 

extent of Rs 111 Cr and has been included in the Power Purchase Cost as claimed 

of Rs 6,332.28 Cr for the year FY2024-25.  
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28) Thus, in view of the above PFI requests the Hon’ble Commission to not to 

consider the provisional claim of Rs 111 Cr towards pending cases on which 

Order is still pending.  

       

F. POWER PURCHASE COST: UI CHARGES 

 

29) GESCOM in its True-Up Petition for the year FY2024-25, has claimed an amount 

of Rs 27.30 Cr towards UI Charges.  

 

30) It is pertinent to note that Unscheduled Interchange (UI) Charges are a penal and 

corrective mechanism designed to enforce and maintain grid discipline across the 

power system. Thus, UI Charges function as a regulatory and operational 

enforcement tool, ensuring orderly grid operation, protecting system integrity, and 

upholding the principles of grid discipline as mandated under the Electricity Act 

and the Grid Code. 

 

31) Here, PFI would like to submit that in certain States, like Bihar, the Commission 

does not allow DSM Charges (deviation in a time block is > 15% and / or the 

frequency of grid is < 49.90 Hz) as part of the Power Purchase Cost stating that 

the same can be controlled through better power planning. Relevant extract from 

BERC True-Up Order FY 2023-24 dated 28/03/2025 is as follows. 

“  

The Commission is of the opinion that the licensees’ under drawal / over drawal 

of UI energy should be strictly within the specified limit stipulated by CERC so 

as to maintain grid discipline and also to avoid any additional deviation 

charges, which ultimately result in increase of power purchase cost. The 

underdrawl and/or overdrawl of Energy above the allowable limit and/ or 

beyond the allowable time blocks can be controlled through better power 

planning combined with improved power portfolio management and efficient 

Grid operation and for this reason the Commission is of the view that imposition 

of additional deviation charges on account of deviation in volume and overdrawl 

when grid frequency is below that 49.95 Hz are penal in nature and therefore 

should not be allowed to pass through in the power purchase cost.” 
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32) In view of above, PFI requests the Hon’ble Commission not to consider the 

claim of GESCOM amounting to Rs 27.30 Cr towards UI Charges, as the same 

would result in additional cost burden over the common citizens due to 

improper planning and inefficiencies in energy sales and purchase by the 

DISCOM. Also, it is submitted that such operational inefficiencies shouldn’t 

be allowed to be passed on to consumers at large and financial impact arising 

therefrom, should be borne by the Government of Karnataka in the form of 

subsidy.  

 

G. Power Procurement under Section 11 

 

33) GESCOM has claimed the Rs. 35 Cr. under Section 11 of the Act while claiming 

the Power Purchase Cost.  

 

34) As per Section 11 of the Act, Appropriate Government may specify a generating 

company to operate and maintain any generating station in accordance with the 

directions of that Government. Relevant extract is as follows: 

“Section 11. (Directions to generating companies): ---  

(1) Appropriate Government may specify that a generating company shall, in 

extraordinary circumstances operate and maintain any generating station in 

accordance with the directions of that Government.  

 

Explanation. - For the purposes of this section, the expression “extraordinary 

circumstances” means circumstances arising out of threat to security of the State, 

public order or a natural calamity or such other circumstances arising in the public 

interest.  

 

(2) The Appropriate Commission may offset the adverse financial impact of the 

directions referred to in sub-section (1) on any generating company in such manner 

as it considers appropriate.” 

35) In view of above, PFI requests the Hon’ble Commission to direct GESCOM to 

submit documentary evidence from the Govt. and SLDC for imposing Section 11 

along with reason and the details of Plants which run during that period. Further, 

such power procurement is mainly due to Govt. directions, thus, the same should 
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be borne by Govt. of Karnataka in the form of Subsidy. Accordingly, PFI requests 

the Hon’ble Commission to not consider such Power Purchase Cost. 

 

H. O&M EXPENSE: ADMINISTRATIVE & GENERAL EXPENSE 

36) GESCOM has claimed A&G Expense of Rs 158.10 Cr and has submitted the head 

wise expense details in the Format D-7.  

 

37) However, PFI has observed that the value furnished in the Format D-7 towards 

A&G Expense does not match with the value furnished in the Audit Statement of 

GESCOM for the year FY 2024-25.  

 

38) Thus, PFI requests the Hon’ble Commission to direct GESCOM to submit the 

details of Note No. of the Account Statement under which the said head wise 

expense towards A&G Expense is provided in the Format D-7.  

 

39) Accordingly, PFI requests the Hon’ble Commission for the head wise prudence 

check of the details to be furnished by the GESCOM and subsequently consider 

for the allowance of the expense as found reasonable.  

 

40) Also, PFI would like to highlight that GESCOM in its book of account under Note 

No. 37 (k) has furnished the expense towards Compensation for death, injuries 

and damages of amount Rs 5.60 Cr. 

 

41) In this regard, PFI observes that Section 57 (2) and Section 59 (1) of the Electricity 

Act 2003 focus on two key points i.e., Compensation and Furnishing Case-wise 

information. Relevant sections are as follows: 

“Section 57. (Consumer Protection: Standards of performance of licensee): 

(1) The Appropriate Commission may, after consultation with the licensees and 

persons likely to be affected, specify standards of performance of a licensee or a 

class of licensees.  

(2) If a licensee fails to meet the standards specified under sub-section (1), without 

prejudice against any penalty which may be imposed or prosecution be initiated, he 

shall be liable to pay such compensation to the person affected as may be 

determined by the Appropriate Commission:  
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Provided that before determination of compensation, the concerned licensee shall be 

given a reasonable opportunity of being heard. 

… 

Section 59. (Information with respect to levels of performance):  

(1) Every licensee shall, within the period specified by the Appropriate Commission, 

furnish to the Commission the following information, namely:-  

(a) the level of performance achieved under sub-section (1) of the section 57;  

(b) the number of cases in which compensation was made under subsection (2) 

of section 57 and the aggregate amount of the compensation.” 

42) Conjoint reading of Section 57 & Section 59 leads to the conclusion that DISCOMs 

need to submit case-by-case details to the Commission and the Commission will 

determine the compensation only after going through the merits of each case. 

 

43) Further, Hon’ble APTEL vide its Judgment1 dated 27/09/2012 in Appeal No.141 

of 2012 provided clarification of Section 57(2) stating that SERCs will determine 

compensation on a case-by-case basis after analyzing the failure in meeting 

standard of performance and other details, relevant extract from said judgement 

is as follows: 

“Section 57(2) provides for a case-by-case determination of compensation. Such 

compensation has to be paid to the affected person. This will make it clear that 

the State Commission will have to determine on the basis of allegation that a 

particular standard of performance had been violated, as to how and what 

extent the person has been affected due to such violation.” 

44) It is pertinent to note that all penalties and compensation payable by the DISCOM 

to any party for failure to meet any Standards of Performance or for damages, as 

a consequence of the orders of the Commission, Courts, Consumer Grievance 

Redressal Forum, and Ombudsman, etc., should not be allowed to be recovered 

through the Aggregate Revenue Requirement. 

 

45) In view of the above, PFI submits that the Hon’ble Commission may direct the 

DISCOM to furnish detailed case-wise reasons and full justification for each 

 
1https://www.aptel.gov.in/judgements/Judgment%20in%20APPEAL%20No.141%20of%202012_Replace_
27092012_ssi.pdf 
 

https://www.aptel.gov.in/judgements/Judgment%20in%20APPEAL%20No.141%20of%202012_Replace_27092012_ssi.pdf
https://www.aptel.gov.in/judgements/Judgment%20in%20APPEAL%20No.141%20of%202012_Replace_27092012_ssi.pdf
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accident before allowing any pass-through of compensation in tariff, and 

accordingly, not to consider the claim of Rs. 5.60 Cr towards compensation for 

death, injuries, and damages in the absence of adequate supporting details and 

prudence check. 

I. GOVERNMENT SUBSIDY 

 

46) GESCOM in its True-Up Petition for the year FY 2024-25 has claimed  

Rs. 4,022.57 Cr. towards the Subsidy amount received from the Government of 

Karnataka.  

47) However, PFI observed that GESCOM in its Petition under Format D-3 mentioned 

that it has received Rs 4,514.10 Cr towards Subsidy received during FY2024-25 

from the Government of Karnataka under LT4-a & LT2-a tariff Category.  

 

48) Thus, PFI requests the Hon’ble Commission to consider Revenue of the GESCOM 

with Subsidy received from the Government of Karnataka of amount  

Rs. 4,514.10 Cr.  

 

49) Accordingly, PFI requests the Hon’ble Commission to consider the total revenue 

for the year FY2024-25 of Rs 8,612 Cr as detailed below: 

(Rs. Cr.) 

Particulars Claimed By PFI 

Revenue from Sale of Power 4,097 4,097 

Subsidy 4,025 4,514 

Total 8,123 8,612 

 

J. GESCOM True-Up SUMMARY 

 

50) As stipulated above, summary of PFI Comments on True-up of FY 2024-25 for 

GESCOM is as follows, Hon’ble Commission is requested to kindly consider the 

same. 

(Rs. Cr.) 

Sr. No. Particulars 
Claimed by 
DISCOM 

Proposed by 
PFI 

Difference 

1 Sales (MU) 8986.82 8986.82  

2 Distribution Loss 10.42% 10.42%  

3 Transmission Loss 5.68% 5.68%  
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Sr. No. Particulars 
Claimed by 
DISCOM 

Proposed by 
PFI 

Difference 

4 Power Purchase Cost 5346 5143 (202) 
4a Less: Higher distribution loss  29  

4b Less: UI  27  

4c Less: Sec 11  35  

4d Less: Provision of pending cases   111  

5 Transmission Charges 987 987  

6 Operation & Maintenance 
(O&M) Expenses (6a+6b+6c+6d) 

1274 1269 (6) 

6a Employee Expenses 1039 1039  

6b Administrative & General 
(A&G) Expenses 

158 153  

6c Repair & Maintenance (R&M) 
Expenses 

77 77  

7 Return on Equity (RoE) 326 326  

8 Interest on Loan 92 92  

9 Interest on Working Capital 169 169  

10 Interest on Consumer Security 
Deposit 

52 52  

11 Other Finance Charges 31 31  

12 Depreciation 245 245  

13 Others debits 207 207  

14 Saving due to loss reduction (11) (10)  

15 Aggregate Revenue 
Requirement (ARR) 

8717 8510 (207) 

16 Non-Tariff Income 137 137  

17 Net ARR 8580 8373 (207) 

18 Revenue from Sale of Power 8123 8612 489 

19 Revenue (Gap)/Surplus (457) 239 695 

 

51) As above, it is observed that GESCOM is Revenue surplus by Rs. 239 Cr. 

instead of revenue gap claimed as Rs. 457 Cr. PFI requests the Hon’ble 

Commission to kindly consider the same. Further, PFI requests that elements 

of ARR which are not as per Regulatory provisions may not be passed on to the 

consumers, rather it should be borne by Govt. of Karnataka in the form of subsidy. 

Accordingly, the Govt. of Karnataka should provide additional subsidy of  

Rs. 695 Cr. to GESCOM. 
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PRAYERS BEFORE HON’BLE KERC:-  

1) To consider the comments / suggestions of Power Foundation of India (PFI) 

on ARR & Tariff Petition of Karnataka DISCOMs. 

2) To direct DISCOMs to submit the action plan for metering the un-metered 

consumers.  

3) To direct GESCOM to submit the Energy balance clearly bifurcating the 

Inter & Intra-state Transmission Loss and Distribution loss.  

4) To not consider the Power purchase cost linked to UI charges and Power 

procured under Section 11.  

5) The inefficiencies of GESCOM should not be allowed to socialize to 

consumers at large rather it should be borne by Government of Karnataka 

by providing additional subsidy of Rs 695 Cr.  

6) To consider the additional submissions, if any, made by PFI for Karnataka 

DISCOM True-up Petition of FY 2024-25. 
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