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Subject:  Procedure for charging of penalty for the usage of supply in the 

category other than the one for which the connection was released. 
 

 The usage of electricity for the purpose other than for which the usage of 

electricity was authorized has been defined as "unauthorized use of electricity" under 

section-126 (6) b (iv) of the Electricity Act, 2003. 

It has been observed from the complaints/feedback received from the field 

that such cases are being dealt differently by the field offices/checking parties. The 

issue has been examined by the management and it has been decided that:- 

1. During the checking of a premise, if the load is found running in a category for 

which the tariff is lower than the one under which the connection had been 

applied and released, then no penalty shall be charged on account of load 

having been found in a category other than the one for which the connection 

had been applied and released. 

However, the categories having subsidized tariff (viz. AP) shall not be 

considered as category having a low tariff for this purpose. 

In case the applicable tariff of one category is revised from a date and due to 

such revision the tariff as applicable to the category in which supply is being 

used becomes higher to the category in which the load was sanctioned / 

released; no penalty for unauthorized use of supply shall be charged but the 

difference of the tariff from the date of such revision to the date of checking shall 

only be charged and the consumer shall be asked to apply for the change of 

category. The category of the consumer shall be changed from the date of 

checking if admissible under the instructions of the Nigam and/or if there is no 

system constraints otherwise the consumer shall be asked to immediately 

disconnect the load found running under unauthorized category. 

2. In the cases where the consumer has not concealed the usage of supply while 

applying for the connection but the load was sanctioned under a wrong category 

by the sanctioning authority; only the difference of the tariff from the date of 

connection shall be charged and no case of unauthorized use of supply or theft 

of electricity shall be made. The future billing, however, shall be made on the 

applicable category. 

3. In case telescopic tariff is applicable to one of category of usage; total billable 

amount of preceding one year shall be calculated under the applicable category 

and if the billing already made is in excess to the amount so calculated; no case 



of unauthorized use or theft of energy shall be made and no penalty shall be 

imposed. 

4. During the first checking of a premise, if the load is found running in a category 

for which the tariff is higher than the one under which the connection had been 

applied and released, the penalty will be charged under Section-126 of 

Electricity Act 2003. While calculating the penalty amount in such cases, only 

the load found running in the unauthorized category shall be considered (see 

example at Annexure A). A notice will accordingly be served to the consumer 

giving detailed calculation of the penalty amount with a specific mention therein 

asking the consumer to remove such load found in the unauthorized category 

within 15 working days of the date of service of the notice and to submit an 

affidavit on NJSP of Rs. 10/- duly attested by Notary Public clearly stating 

therein that the load found under unauthorized category during checking has 

been removed. 

 However, after removal of unauthorized load consumer may apply and avail the 

fresh connection under the applicable category or submit an option to get 

changed his category changed to the category of higher tariff applicable.  The 

category of the consumer shall be changed from the date of checking if 

admissible under the instructions of the Nigam and/or if there is no system 

constraints otherwise the consumer shall be asked to immediately disconnect 

the load found running under unauthorized category. 

5. In case, the load found running under unauthorized  category is not removed 

and/or compliance of the notice served by the Nigam is not made by the 

consumer within the stipulated period or where after making the compliance of 

notice; during the second and subsequent checking the load is again found 

running in an unauthorized category having a tariff higher than the one in which 

it is being currently booked, the penalty shall be charged under Section-135(e) 

of the Electricity Act 2003 considering it as a dishonest use of electricity in an 

unauthorized category. 

6. If during checking, load is found in category(s) having 2-part tariff i.e. fixed 

charges and the tariff, the fixed charges being applicable on the sanctioned load 

/ MDI, whichever is higher, the tariff part plus fixed charges shall be the criteria 

to determine whether the load found in unauthorized category(s) has a tariff 

higher or lower than the one under which the connection had been applied and 

released. 

SC No.D-43/2005, D-43/2007 & SMI No. 8.1, 8.2 stands amended to the 

above extent and. D-9/2009, SI No. 9/2010, SI No 5/2010 & SC No. D-29/2011 are 

superseded. 

  The above instructions may be brought to the notice of all concerned for 

meticulous compliance.  
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Annexure – A 
Example-1 (Where unauthorized load as well as unauthorized use of supply is detected)   
Suppose sanctioned load of a DS consumers  =5 KW  

Load found during checking:    = 10 KW 

1. Under authorized category              = 6 KW 

2. Under unauthorized category            = 4KW 

Let the total consumption during last one year = 1000 units 

The case shall be treated a case of un-authorized extension for the load of one KW and case of 

unauthorized use of supply under section-126 of the EA Act.  Hence the penalty shall be 

charged as under:- 

1. Penalty for un-authorized extension of load =Rate (Rs.100) X Load(1 KW)X 12 = Rs. 

1200  

2. Proportionate consumption for unauthorized use (Total consumption i.e. 1000 /Total 

Load i.e. (6+4) X Load under unauthorized category i.e. 4 = 400 units 

3. Penalty chargeable under section-126 = (Proportionate consumption i.e. 400 X Tariff 

rate of relevant category X 2) - Proportionate amount already billed i.e. (400/1000X 

amount already billed during last one year) 

 
Example--2  (Where only unauthorized use of Supply is detected). 

Suppose sanctioned load of a DS consumers  =  5 KW  

Load found during checking:    =  7  KW 

1. Under authorized category              =   3 KW 

2. Under unauthorized category            =  4 KW 

3. Total consumption during last one year = 1000 units 

The penalty shall be charged as under:- 

1. Penalty for un-authorized extension of load = Nil  

2. Proportionate consumption for unauthorized use (Total consumption i.e. 1000 /Total 

Load i.e. (3+4) X Load under unauthorized category i.e. 4 = 571 units 

3. Penalty chargeable under section-126 = (Proportionate consumption i.e. 571 X Tariff 

rate of relevant category X 2) - Proportionate amount already billed i.e. (571/1000X 

amount already billed during last one year) 

Note:  

1. The above method shall be applicable only in those cases where meter is found 

OK and the billing during preceding one year (period of assessment) was made 

on OK basis. The total consumption shall be calculated as per formula 

given/circulated where the meter is found defective and the billing was made on 

average basis.  In such case the total consumption during the preceding year 

(period of assessment) shall be taken the highest of the consumption calculated 

as per formula and the consumption actually billed during the period of 

assessment 
2. The period of assessment shall be taken as a period of 12 months immediately 

preceding the date of inspection or from the date of release of connection or date 

of last checking whichever is less or entire period of theft, if it is determined.  
 

 


