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‘ “Ew"' Determination of ARR anthriff of MVVNLfor
FY 201816 and Trueup of FY 20123

Before

UTTAR PRADESH ELECTRICITY REGULATORY COMMISSION

Petition N0.9882014

IN THE MATTER OF:

Determination of Aggregate Revenue Requirement and Tariff for F£183nd True up
for FY 2@2-13 of MadhyanchaVidyut Vitran Nigam Limited{VVNI)

And

IN THE MATTER OF:

MadhyanchaVidyut Vitaran Nigam Limited/VNNL
Before

UTTAR PRADESH ELECTRICITY REGULATORY COMMISSION

ORDER

The Commission having deliberated upon the above Petition and the subsequent filings
by the Petitioner, and the Petition thereafter being admitted btarch 23, 2015 and
having considered the views / comments / suggestions / objections / representations
received during the course of the above proceediagsl also in the public hearings
held, in exercise of power vested under Sections 61, 62, 64 and 86 of the Ble&dti
2003, hereby passes this Order signed, dated and issuddosm 182015.The licensee,

in accordance with Section 139 of the Uttar Pradesh Electricity Regulatory Commission
(Conduct of Business) Regulations, 2004, shall arrange to get pubighedthree days

from the date of issue of this Order, the tariffsnd regulatory surcharge approved
herein by the Commissioifhe tariffs so published shall become the notified tariffs and
shall come into force after seven days from the date of such patimit of the tariffs,

and unless amended or revoked, shall continue to be in force till issuance of the next
Tariff Order.The regulatory surcharge shall be applicable as detailed in this Order.
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S f Determination of ARR anthriff of MVVNLfor
FY 201816 and Trueup of FY 20123

1. BACKGROUND AND BRHEETORY

1.1 BACKGROUND:

1.1.1 The Uttar Pradesh é&dtricity Regulatory Commission (UPERC) was formed
under U.P. Electricity Reforms Act, 1999 by Government of Uttar Pradesh
(GoUP) in one of the first steps of reforms and restructuring process of the
power sector in the State. Thereafter, in pursuance bé treforms and
restructuring process, the erstwhile Uttar Pradesh State Electricity Board
(UPSEB) was unbundled into the following three separate entities through the
first reforms Transfer Scheme datelhnuaryl4, 2000:

{1 Uttar Pradesh Power Corporationnited (UPPCL): vested with the
function of Transmission and Distribution within the State.

1 Uttar Pradesh Rajya Vidyut Utpadan Nigam Limited (UPRVUNL): vested
with the function of Thermal Generation within the State

{ Uttar Pradesh Jal Vidyut Nigam LimitedPJVNL): vested with the
function of Hydro Generation within the State.

1.1.2 Through another Transfer Scheme dated Januddxy2000, assets, liabilities
and personnel of Kanpur Electricity Supply Authority (KESA) under UPSEB were
transferred to Kanpur Electricity Supply Company Limited (KESCO), a company
registered under the Companies Act, 1956.

1.1.3 After the enactment of the Elegtity Act, 2003 (EA 2003) the need was felt
for further unbundling of UPPCL (responsible for both Transmission and
Distribution functions) along functional lines. Therefore, the following four
new Distribution companies (hereinafter collectively referie@ | & W5Aa02Y
W5 Aa0NROdziAZY [AOSyaSSaQ O 6SNBX ONBL
Distribution Undertaking Scheme, 2003 dated Audl&t2003 to undertake
distribution and supply of electricity in the areas under their respective zones
specified inhe scheme:

1 Dakshinanchal Vidyut Vitran Nigam Limited (Agra Discom or DVVNL)

1 Madhyanchal Vidyut Vitran Nigam Limited (Lucknow Discom or MVVNL)
1 Paschimanchal Vidyut Vitran Nigam Limited (Meerut Discom or PVVNL)
1 Purvanchal Vidyut Vitran Nigam Limited (&zasi Discom or PuVVNL)
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114 ' YRSN) 6KAA aOKSYS>: GKS NetS 2F !ttt/ [ o
Fa LISNI GKS tAO0OSyasS 3INIXryGSR o6& GKS [/ 2Y
P GAT AG R é-seadinh RIS N Séctiad 2B of the Indian Electricity Act,

1910

1.1.5 Subsequently, the Uttar Pradesh Power Transmission Corporation Limited
(UPPTCL), a Transmission Company (Transco), was incorporated under the
[ 2YLI yASa ' 0G4 moppec o6& Fy FYSYRYSyYyd A
the Uttar Pradesh Vidyut Vyapar Nigamnited. The Transco is entrusted with
the business of transmission of electrical energy to various utilities within the
State of Uttar Pradesh. This function was earlier vested with UPPCL. Further,
Government of Uttar Pradesh (GoUP), in exercise of powdeluthe Section
30 of the EA 2003, vide notification No. 122/U.N.N.P0Z4dated Julyl8,
2007 notified Uttar Pradesh Power Transmission Corporation Limited as the
G{GFrdS ¢NIyavYArAaarzy ! GAtAGee 2723 GdaF NI
2010, the Govaerment of Uttar Pradesh notified the Uttar Pradesh Electricity
Reforms (Transfer of Transmission and Related Activities Including the Assets,
Liabilities and Related Proceedings) Scheme, 2010, which provided for the
transfer of assets and liabilities fromPBCL to UPPTCL with effect from April
1, 2007.

1.1.6 Thereafter, on Januargl, 2010, as the successor Distribution companies of
UPPCL (a deemed Licensee), the Distribution Companies, which were created
through the notification of the UP Power Sector Reformsar$fer of
Distribution Undertakings) Scheme, 2003 were issued fresh Distribution
Licenses which replaced the UP Power Corporation Ltd (UPPCL) Distribution,
Retail & Bulk Supply License, 2000.

1.2 DISTRIBUTION TARIFF REGULATIONS:

1.2.1 Uttar Pradesh Electricity Relgtory Commission (Terms and Conditions for
Determination of Distribution Tariff) Regulations, 2006 (hereinafter referred
G2 +ta 00KS a5A&a0NROGdzGAZ2Y ¢F NATFF 6S3dz I G
2006. These Regulations are applicable for the purpagedRR filing and
Tariff determination to all the Distribution Licensees within the State of Uttar
Pradesh from FY 20608 onwards.
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1.2.2

1.2.3

Further the Uttar Pradesh Electricity Regulatory Commission (Multi Year
Distribution Tariff) Regulations, 2014 have bewsotified on May12, 2014.
These Regulations shall be applicable for determination of Tariff in all cases
covered under these Regulations from April 1, 2015 to March 31, 2020, unless
extended by an Order of the Commission. Embarking upon the MYT
framework,the Commission has divided the period of five years (i.e. April 1,
2015 to March 31, 2020) into two periods namely

a) Transition period (April 1, 2015 to March 31, 2017)
b) Control period (April 1, 2017 to March 31, 2020)

The transition period being of two yesmand the first control period being of
three years, the Commission shall continue with the existing Annual Tariff
Framework for determination of ARR / Tariff of the Distribution Licensee (i.e.
as per Uttar Pradesh Electricity Regulatory Commission (Tamch€onditions

for Determination of Distribution Tariff) Regulations, 2006) during the
transition period.
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2.

2.1
2.1.1

2.1.2

2.1.3

2.2
221

2.2.2

2.2.3

PROCEDURAL HISTORY

ARR / TARIFF AND TRUE UP PETITION BY THE LICENSEE

As per the provisions of the UPERC (Terms and Conditions for Determination
of Distribution Tariff) Regulations, 2006, the Distribution Licensees are
required to file their ARR / Tariff Petitions before the Commission latest by
30" November each year so that the tariff can be determined and be made
applicable from the T of April d the subsequent financial year.

The ARR / Tariff Petition for R81516 and True up Petition for F¥012-13
was filed byMVWNLO KSNBAY Il FGSNJ NBEFSNNBR (2

De@mber 8, 2014 (Petition N0.988/ 2014).

The Commission observed that the Licensee had submitted the audited
accountsfor FY 2@2-13 and provisional accounts for FY 3014 along with

the calculations of revenue gap for FY 2456 and the projected revenue for

FY 205%-16 based on arrent tariff in its ARR PetitionHowever, the ARR
Petition did not containthe Supplementary Audit Report of th&ccountant
General of Uttar Pradesh and Tarffoposal (Rate Schedulefp bridge the
revenue gap through tariff hike or through any other mechanism. Further, the
Rate Schedule was submitted later danuary2, 2015.

PRELIMINARSCRUTIN®F THE PETITION:

A preliminary analysis of the Petition was conducted by the Commission
wherein it was obsered that the ARR Petitiordid not propose any
mechanism to bridge the revenue gaphich was in contravention to the
stipulation of Regulation 2.1.4 of the Distribution Tariff Regulations, 2006.

In this regard, a deficiency note was issued by the Conwnissi Januarnib,
2015directing the Licensee to subnthie Supplementary Audit Report of the
Accountant General of Uttar Pradesh atglproposal for bridging the revenue
gap. Such deficiency note also sought clarifications on other issues in regard to
the ARR Petition filed by the Licensee. The Commission had granted a time of
10 daydo respond on the deficiency note, i.dy January4, 2015

The Distribution Licenseeide letter dated January 29, 2015 submitted that
since most of the informatiomesired by the Commission vide its Deficiency
Note has to be furnished by the respective field units, it would not be able to
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submit the information sought by the Commission in the stipulated time
period of 10 days and requested the Commission to gramina period of 10
more days for compliance.

2.2.4  The Distribution Licensee submitted the replies to the Deficiency Note on
February 9, 2015 Based on the reply submitted by the Licensee, the
Commission issued a second deficiency note which included all thengendi
gueries along with few additiongjueries;vide e-mail dated Februarg7, 2015
whereas the hard copy of the same was sent on Ma&h2015. The
Commission also directed the Licensees to submit its replies within 7 Aays.
reminder vice letter dated Marb 10, 2015 was sent to all the State owned
Distribution Licensees to submit the replies at the earliest.

2.2.5 The Distribution Licensee submitted the replies to the second deficiency note
onMarch13,2015

226 ¢KS 1 2yQo6fS 1 ¢93 Ay Akl invagpea WS 21 of R G SR
2010 has ruled that if the audited accounts for the previous year are not
available for some reasons then the audited accounts for the year just prior to
the previous year along with the provisional accounts for the previous year
may be considered¢ Kdza > o6l aSR 2y GKS | 062@S NHzZ A
audited accounts for FY 2P13 (i.e., year just prior to the previous year) has
been considered for the current proceedings in the matter of approval of
Annual Revenue Requirement and Tariff Determination of F8-261

2.3 ADMITTANCE OF THE TRIPBEAND ARR / TARIFF PETITION

2.3.1 The Commisen through its Admittance Order datddarch23, 2015 directed
the Petitioner to publish, within 3 days from the date of issue of that order,
the Public Notice detailing the salient information and facts of the -Tnoe
Petition for FY201213, ARR Petitiofor FY 20%-16, the Rate Schedule (Tariff
Proposed for different categories/ stdategories of consumersthe details of
the cumulative revenue gap (regulatory asset) and its treatment, proposed
WwS3dzf | §2NB  { dZNOKI NAS QI 5 Autchasé\ cosizii A 2 Y
average cost of supply, average retail tariff realised from each category-/ sub
category of consumers and the % of average tariff increase required to cover
the revenue gapn at least two daily newspapers (one English and one Hindi)
for two successive days for inviting viewscomments / suggestions /
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2.3.2

2.4

24.1

2.5
251

objections/ representations fromall stakeholders and public at largéthin

the stipulated time of 15 days from the date of publication of the Public
Notice. The Commission had also directbe Petitioner toput all details on

its internet website, in PDF format, showing detailed computations, the
application made to the Commission along with all regulatory filings,
information, particulars and documents, clarification and additional
information on inadequacies etc. and all subsequent events and material
placed on record if any, made before the issuance of final Order subject to
confidentiality of information which requires prior approvadf the
Commission.

The Commission also directed thetiBener to inform the public at large vide

the Public Notice about the Staff Papers prepared by the Commission
O2y il AyAy3a atrtASyd FSHGdzNBa 2F (KS
website www.uperc.org

PUBLICITY QHEPETITION

The Public Noticéetailing the salient features of the Trug Petition for FY
2012-13 and ARRPetition forFY 20%-16 wasmade by UPPCL on behalf of the
Petitioner and they appeared in daily newspapers as detailed below, inviting
objections from the public at large and atakeholders:

1 Times of India (English) : March 26, 2015
Pioneer (English) : March 27, 2015
Hindustan (Hindi) : March 26, 2015
Amar Ujala (Hindi) : March 26, 2015

= =/ =2 =4

Dainik Jagaran (Hindi) : March 27, 2015

PUBLIC HEARING PROCESS

The Commissionnvited comments / suggestions from consumers and all
other stakeholders on the ARR & Tariff proposals of the licensees. To provide
an opportunity to all sections of the population in the State and to obtain
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feedback from them, public hearings were held ity Commission in the
State. Consumer representatives, industry associations and other individual
consumers participated actively in the public hearing process.

2.5.2 The Commission conductemmbinedpublic hearing in the above matter for
all Distribution Licesees namely PuVVNL, PVVNL, MVVNL, D\REBECO,
NPCL and Transmission Licensee namely URRITAril 9, 2015 at Sitapur,
April 15, 2015 at Ghaziabad, Apdll, 2015 at Orai and on Ap&l7, 2015 at
Gorakhpur

3. PUBLIC HEARING PRSEE

3.1 OBJECTIVE:

3.1.1 The Commission in order to achieve the twin objective i.e. to observe
transparency in its proceedings and functions and to protect interest of
consumers has always attached importance to the views / comments /
suggestions / objections / representations of tipeiblic. The process gains
AAIAYATFAOLIYG AYLRNIFYyOS Ay | aO02ad LI dza
to the licensee gets transferred to the consumer. The consumers therefore
have a locustandi to comment on the Truap and ARR & Tariff Petitions
filed by the licensees.

3.1.2 The comments of the consumers play an important role in the determination
of Tariff and the design of the Rate Schedule. Factors such as quality of
electricity supply and the service levels need to be considered while
determining the Tariff. The Commission takes into consideration the
submissions of the consumers before it embarks upon the exercise of
determining the Tariff.

3.1.3 The Commission, by holding public hearings, has provided the various
stakeholders as well as the public at largeplatform where they were able to
share their views / comments / suggestions / objections / representations for
determination of the retail Tariff for FY 2B1.6. This process also enables the
Commission to adopt a transparent and participative approactine process
of Tariff determination
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3.2
3.2.1

PUBLIC HEARING:

To provide an opportunity to all sections of the population in the State to
express their views and to also obtain feedback from them, public hearings for
each Distribution Licensee were held by tBemmission at various places in
the State. The public hearings were conducted frApril 9, 2015 to April 27,

2015 as per details given below:

Table-: SCHEDULE OF PUBLIC HEARING AT VARIOUS LOCATIOSIBADE THE

Date Placg o Hearings in the matter of
Hearing

April9, 2015 Sitapur PuVVNL, PVVNL, MVVNL, DVVNL,KE

April 15,2015 Ghaziabad NPCL, UPPTCL

April21,2015 Orai

Wi e

April 27, 2015 Gorakhpur

3.2.2

3.2.3

3.24

3.25

3.3

Consumer representatives, industry associations as well as several individual
consumers participated actively in the public hearing process.

The views / suggestions / comments / objections / representations on the
Trueup / ARR / Tariff Petitions receivém the public were forwarded to

the Licensees for their comments / response. The Commission considers these
submissions of the consumers and the response of the Licensees before it
embarks upon the exercise of determining the final Fape/ ARR / Tarff

Besides this, the Commission, while disposing the -lpué ARR / Tariff
Petitions filed by the Petitioners, has also taken into consideration the oral
and written views / comments / suggestions / objections / representations
received from various stakolders during the public hearings or through post
or by email.

The Commission has taken note of the views and suggestions submitted by
the various stakeholders who provided useful feedback on various issues and
the Commission appreciates their particime in the entire process.

VIEWS / COMMENTS / SUGGESTIONS / OBJECTIONS / REPRESENTATIONS ON
TRUBUP / ARR / TARIFF PETITION
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3.3.1

3.3.2

3.3.3

3.4

The Commission has taken note of the various views / comments /
suggestions / objections / representations made by the stakehsldend
would like to make specific mention of the following stakeholders for their
valuable inputs:

w Mr. Avadhesh Kumar Verma, Chairman, Uttar Pradesh Rajya Vidyut
Upbhoktha Parishad (UPRVUP)

w Mr. RamaShankeAwasthi, Lucknow

The Commission has attempted to capture thesummay of
comments/suggestions/observations this section However, in case any
comment/suggestion/observation is not specifically elaborated, it does not
mean that the same has not been considered. The Conwni$gs considered

all the issues raised by the stakeholders an& G A (i fe8pyghSeNdn &hese
issues while carrying out the detailed analysis of Tmee Up for FY 2013,
ARR and Tariff for FY Z016.

The list of the consumers, who have submittdteir views / comments /
suggestions / objections / representations, is appendsdianexure tothis
Order. The major issues raised therein, the replies given by the Licensee and
the views of the Commission have been summarised as detailed below:

TIME OPAY TARIFF

A) Comments/Suggestions of the Public

3.4.1

Mr. Rama Shanker Awasthi submitted that the ToD slots proposed by the
Licensees are illogical as the slots should coincide with the work shift of the
industries. He submitted that the Licensees have faileghriavide 24 hours
supply to all the consumers and change in ToD slab is only a another route to
increase the tariff of industrial consumers. He also submitted that the
Proposal of Licensees to increase the peak hours from 5 hours to 9 hours is
without any nerit and should be rejected by the Commission.
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3.4.2 Mr. K.L Aggrawal, Chairman, Associated Chambers of Commerce & Industry of
U.P, and Mr. Bhuvesh Kumar Aggrawal, National Chamber of Industries and
Commerce, UP, submitted that TOD charges should be completeigved
and one simple rate of energy should be approved or Energy charges for
standardized chart of TOD hours should be rescheduled from pregdsi%
and +15.00% t0-10.00% and +10.00%. He also submitted that the TOD
charges for summer and winter witlreate confusion. He submitted that
increase in the number of peak hours and reduction in number gbedik and
normal hours will increase the burden on the consumers.

3.4.3 Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of
U.P, submittedhat proposed change in TOD timings from uniform day hours
for whole year to summer and winter will result in enhancement of overall
rates. He submitted that Power at discounted rates (i.e. 7.5% below normal
rates) is reduced from 8 hours to-®hours andsupply at normal rates is
reduced from 11 hours to-8 hours. He therefore submitted that this is unfair
proposition for industrial consumers in LMd/and HV2 Categories.

3.4.4 Mr. Vijay Bansal, President, Udyogik Asthan Vikas, submitted that TOD charges
will put extra burden on the public.

345 aNYX¥ DKIyakKeély YKIYyRStgltz alyl3aAy3 5AN
that, TOD Tariff proposed is highly impractical as it is difficult for industries to
change their production schedules.

3.4.6 Mr. D.S. Verma, Indian Industs Association, submitted that KESCO is often
violating Orders of the Commission. He submitted that the most serious part is
non- implementation of TOD pattern of billing for industrial consumers under
LM\£6 tariff category who are compelled to pay extaiff of 20 paisa for
every unit of energy. He suggested that, KESCO should be penalized heavily
including refund of extra amount with interest rate at 18% to respective
industrial consumers.

3.4.7 Mr. Mohan K. Kejriwal, ,MD, Mohan Steels Ltd., submitted thegmium on
peak hours and discount on off peak hours for consumption of electricity
should be levelized at 10% with similar number of hours for peak and off peak
consumption.
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3.4.8 Mr. Vishnu Bhagwan Aggrawal, Chairman, National Chamber of Industries and
Commere, UP and Mr. P.K Maskara, Director, The Mahabir Jute Mills Ltd.,
submitted that, this change in structure of TOD was proposed by the Discoms
earlier also which was rejected by the Commission. Thus, they requested the
Commission not to accept the proposdiLicensee for FY 201%.

Byt SGAGAZ2YSNDa wSalLkRyas

3.4.9 The Licensees submitted that the system conditions and availability of supply
have been considered while proposing the concession and penalty for off
peak and peak timings in TOD structure. The Licensetger submitted that
the Time of Day tariff (ToD) is a widely accepted Demand side Management
(DSM) measure for energy conservation by price as it encourages the
Distribution Licensees to move towards separation of peak anepeadk
Tariffs which help# reducing consumption as well as costly power purchase
during the peak time. The Licensees further submitted that the TOD Tariff is
set in such a way that it inherently provides incentives and disincentives for
the use of electricity in different time pmds and while the basic objective of
implementing Time of Day Tariff is to flatten the load curve over a period of a
day resulting in reduction in the peaking power requirement it also enhance
power requirement during ofpeak period. The pattern of loaaf UP over the
last 4 years as submitted by the Licensees is depicted in the following graphs:

Load Curves
January 2011 to September 2011
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000 12000
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Load Curves
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3.4.10 The Licensees submitted that from the above load curves it is clear that the

3.4.11

system is experiencing peaks during evening and night hours and the season
behind peaks during night hours is because UPPCL has endeavoured to supply
energy to domestic consumers as much as possible during the night hours so
that they are able to rest and sleep peacefully after hard days' work. The
Licensees submitted that thigould however require extra supply to domestic
consumers during night hours, which can be achieved by having some kind of
control on the industry and accordingly, in view of the already existing peaks
and the need to supply more power to domestic consusneuring night
hours, the Licensees have proposed that the existing TOD structure be
reviewed and existing peak rebate during night hours should be removed and
in place of that a markip may be considered on consumers covered under
the TOD Rate Schedule.

The Licensees further submitted that from the load curves provided by the
SLDC, it may further be seen that system has slightly shifted in peak and off
peak hours during summer and winter seasons. The Licensee submitted that
based on above facts, UPPCL hesposed separate TOD structures for the
summer and winter seasons as given below:

TOD Structure Proposed by Licensee for FY 2085

TOD RatesFor Summer Season (April to Sept):

1.1.1.1 Off Peak Hours

04:00 hrs-10:00 hrs (-)7.5%
Normal Hours

10:00 hrsg 19:00 hrs 0%
Peak Hours

19:00 hrst 4:00 hrs (+) 15%

TOD Rates: For Winter Season (Oct to March):

Off Peak Hours

13:00 hrs- 20:00 hrs (-)7.5%
Normal Hours

1:00 hrsg 9:00 hrs 0%
Peak Hours
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9:00 hrsg 13:00 hrs (+) 15%
20:00 hrs; 1:00 hrs (+) 15%

Existing TOD Structure:
TOD Rates (% of Energy Charges):

Off Peak Hours

22:00 hrs; 06:00 hrs (-) 7.5%
Normal Hours

06:00 hrsg 17:00 hrs 0%
Peak Hours

17:00 hrs; 22:00 hrs (+) 15%

C)¢CKS /2YYAadaaAirzyQa OASsY

3.4.12 The Commission has taken note of the above objections / suggestions given by
the stakeholders in this regard. The detailed design for TOD Tariff has been
further, discussed in Chapter on Tariff Philosophy and the Rate Schedule
provided subsequently in thi®rder wherein the commission has also
introduced an optional TOD structure.

3.4.13 Further, with regard to the implementation of TOD Tariff for L&V
consumers of KESCO, the Commission vide letter no. UPERC / Secy. / D (Tariff)
/ 15-274 dated May 07, 2015 hasrected KESCO that metering and billing of
all LMV¥6 consumers must be strictly done as per the Tariff Order of the
Commission. In compliance to the above direction, the Licensee vide letter no.
100 / PA(C) / UPERC / 60 dated May 18, 2015 confirmedttat@ OD billing
for LM\£6 consumer has been implemented in the billing cycle of May 2015.

3.5 REGULATORY SURCHARGE

A) Comments/Suggestion of the Public

3.5.1 Mr. K.L Aggrawal, Chairman, Associated Chambers of Commerce & Industry of
U.P, Mr. D.S Verma, Indidndustries Association, Vidyut Upbhogkta Sangh
submitted that, imposition of additional burden of regulatory surcharge
F3FAyad LINSOA2dza €SIFNRa tf2aasSa Aa dzyed
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Discoms should be met by State Government directlyugtothe subsidy. He
also submitted that in the new proposed tariffs regulatory surcharge has
increased from 2.84% to 5.22%, which unnecessarily burden the consumers.

3.5.2 Mr. Rajprakash Sharma, Mr. Vijay Bansal, Mr. Ghanshyam Khandelwal,
Managing Director, B.L. AN2 hAft Qa [UGR® YR aSYo SN
Ghaziabad submitted that regulatory surcharges should be removed as it is
unjustified.

3.5.3 Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of
U.P, Mr.Vishnu Bhagwan Agarwal, Chairman, Agrap@r, ASSOCHAM, and
Mr. Bhuvesh Kumar Aggrawal, National Chamber of Industries and Commerce,
UP, submitted that while issuing tariff orders for FY 2054 Commission had
approved regulatory surcharge to be recovered up to March 31, 2015 to cover
up the trued up deficits for FY 20608 to FY 201-12. These were linked with
performance targets of FY 2014 and if the targets were not meet then the
surcharge will be reduced by 10% for 2alla He submitted that in the ARR
submitted by UPPCL, the losses26d.213 and 2013L4 have been shown as
29.01% and 26.56% respectively and for 2Qbh4he quantum of these losses
is yet submitted. He also submitted that as Discoms / UPPCL have failed to
meet these targets; hence the regulatory surcharge should be disced.

3.54 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
submitted that, the Commission has not kept its commitment of reducing the
regulatory surcharge with effect from April 1, 2015, based on performance
based tariffs. As a resulthere is a huge disappointment among consumers.
He submitted that, in view of the above, the Consumer Forum had filed an
application with the Commission, the decision for which is pending.

3.5.5 Mr. D.S Verma, Indian Industries Association submitted thahednast public
hearing of Commission in Kanpur, it was assured by the Commission, that
tariff revisions in future shall be based on performance of the licensees. He
added that in KESCO, there is no performance audit and consumers are not
heard at the grigance redressal forums.

3.5.6 Further, he also requested the Commission that CAG audit of UPPCL should be
conducted. He submitted that the Line losses submitted by the Licensees to
State Legislative Assembly for five years depicts that the Distribution logses fo
FY 201213 is 27.21% and for FY 2618 is 25.89% which clearly depicts there
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has been very less reduction in losses since last five years. He further
submitted that the reply sent to the Govt. from Director (Finance), Power
Corporation regarding electity price reduction based on the formula as
suggested by the Consumer Forum, states the actual distribution loss as
28.72% for FY 201P3. He also added that the submission made by the
Licensees to the Commission on March 31, 2015, stating reduction in
regulatory surcharge shows distribution loss for FY 20320 be 29.01% and
distribution loss for FY 201B4 to be 26.56% after reduction of 2.44% from
previous year i.e. FY 2013. Based on the above submission he requested
the Commission to reduce regubry surcharge from 2.84% to 0.34% and 10%
reduction in regulatory surcharge for FY 2ali&

3.5.7 Mr. Rama Shankar Awasthi, submitted that, regulatory surcharge should be
removed from PVVNL consumers as Licensee has made a profit of Rs 767.64
Crore.

B) PetitoneNDa wSalLl2yas

3.5.8 The Licensee submitted that Clause 6.12 of the UPERC (Terms and Conditions
of Distribution Tariff) Regulations, 2006 provide:

GmM® / NBFGA2Yy 2F wS3dzE | G2NB ! aasSa 2yf
increase shall not be allowed and it shatlly be created to take care of

natural causes or force majeure conditions or major tariff shocks. The
Commission shall have the discretion of providing regulatory asset.

2. The use of the facility of Regulatory Asset shall not be repetitive.

3. Dependingon the amount of Regulatory Asset accepted by the
Commission, the Commission shall stipulate the amortization and
financing of such assets. Regulatory Asset shall be recovered within a
period not exceeding three years immediately following the year inhwhi
Al A& ONBF GISR®E

3.5.9 The Licensees submitted that regulatory asset had been created by the
Commission towards unrecovered gap pursuant to the final -lqjudor FY
200001 to FY 200108 based on Audited Accounts and thereafter for FY 2008
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3.5.10

3.5.11

3.5.12

09 to FY 20112 vde Order dated October 1, 2014. Thus, the regulatory
surcharge is valid as per law and is in accordance with the Distribution Tariff
Regulations, 2006 which is being charged as per the Orders of the
Commission.

The Licensees mentioned that it has alreadpmitted the audited balance
sheets along with supplementary audit reports of the Accountant General of
Uttar Pradesh (AGUP) for the period up to FY 203.2Such audited accounts
and AGUP reports have already been published on the website of the
Licensees

With regard to the submission made by Mkvadhesh Kumar Vermdhe

Licensees submitted that without prejudice to the Appeal pending before the

| 2y Q6fS !t¢9[ X GKS /2YYAAdaAzy KIFa Ay
losses.

With regard to the contenbns raised by the Mr. R.S Awasthi the Licensees

ddz0 YAGOGSR GKFG GKS& KI @S 1§t NSFR& FAfSH
against the referred matter. Since, the matter is 2illzRA OS 06 SF2 NB (1 K ¢
ATE, hence it would be inappropriate to comment oatithis point of time.

¢tKS alyYS aKrft 0SS NBOASHGSR o6FlaSR 2y GK
regard.

C)¢CKS /2YYAaaArzyQa OASsY

3.5.13

3.6 L

A) Com

The matter of Regulatory surcharge is of great concern to the Commission and
accordingly it hasssueda separate Order on April 22, 2015 in the matter of

G! LILIX AOlFoAfAGE 2F wS3dz | G2NEBE { dzZNOKI NBS
FY 201486 as per the Commission Orders dated June 6, 2014 and October 1,
Hamné ® | O02NRAY It & ZissieKaPpropriat¥ dirkclichshi? y K1 &
this regard as detailed subsequently in this Order.

OAD FACTOR REBATE

ments/Suggestion of the Public
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3.6.1 Mr. K. L. Aggrawal, Chairman, Associated Chambers of Commerce & Industry
of U.P submitted that, load factor rebate fét\+2 category of consumers
should be restored.

3.6.2 Members of Jan Shakti Morcha, submitted that, Discoms should ensure that
load factor should be maintained at residences. He submitted that some
consumers are exceeding their load limits whereas others daseteven half
the quantity of load allotted.

B)t SGAGUAZ2YSNDa wSalLkyas

3.6.3  The Licensees submittedthpt2 R Cl OG2NJ NBol 4GS & a I LI
Commission in the tariff order for FY 2002 with a view to encourage better
load utilization to H¥2 consumes above 50% utilization and lower system
losses and better system operation. At that point of time, theft in industries
was rampant. In the current context, the situation has changed. Load factor
rebate had been introduced earlier in large and heavy coressno curb the
theft of electricity. But, now Licensees have installed high precision meters to
monitor the trend and other parameters and as such it appears that there is
no need to provide incentive for consumption. Hence the licensee has
proposed to ablish the load factor rebate.

C)¢KS /2YYAaaArz2yQa @ASsY

3.6.4 The Commission after detailed deliberation on this issue has abolished the
Load Factor Rebate in the last Tariff Order.

3.7 KVAH BILLING

A) Comments/Suggestion of the Public

3.7.1 Mr. V.B Aggarwal, Chairman, Adthapter, submitted that, the Commission
has directed billing on kWh basis for consumers below 10kW load. However,
other small consumers below 20kW load are being billed on kVAh basis, but
owing to limited means, they are unable to control power factor
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automatically. So, he requested the Commission not to penalize these
consumers.
3.7.2 Mr. K. L. Aggrawal, Chairman, Associated Chambers of Commerce & Industry

of U.P and Mr. D.S Verma, Indian Industries Association submitted that,
Commission designed the tariff fbilling on kVAh lead and lag basis. In2HV

the lead PF from 1.00 to 0.95 will be taken as 1.00 PF and within this range of
power factor, kVAh will be equal to kW. But, the meters provided by Discoms
are designed such that, in the slot of 0.95 to 1.00, R\FAh is not equal to
kWh. The reading is always higher than reading in kWh. This is against
principles and spirit of Commission, and hence this anomaly should be
rectified.

B)t SGIAGA2YSNDa wSalLlRyas

3.7.3

The Licensee has submitted that the kVAh based billilgiisg done as per

the Tariff Orders of the Commission. Further, it is submitted that in case KVAh
billing is adopted for load beyond 20 kW, the licensee is of the view that
consumers between 10 to 20 kW will not care to improve their power factor,
leadingto more reactive drawl, which may cause instability in the network.
Therefore the lower limit for sanctioned load which is 10kW for kVAh based
billing does not require any change.

C)¢KS /2YYA&aaArz2yQa @ASsY

3.74

3.8

With regard to kVAh billing of the consumers ther@oission feels that kVAh
billing is a better way of billing than kW which helps in enhancing system
performance by encouraging the consumers to correct their power factor. The
Commission has also addressed this issue in the Tariff Philosophy chapter.

TARFF HIKE

A) Comments/Suggestion of the Public

3.8.1

Mr. K.L Aggrawal, Chairman, Associated Chambers of Commerce & Industry of
U.P, submitted that, proposed hike of 0.35 paisa in energy charges-2or H
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3.8.2

3.8.3

3.84

3.8.5

3.8.6

category is totally unjustified as the Line losses of Eigcoms have reduced
and Losses at industrial feeders are negligible.

He also submitted that due to substantial increase in energy rates, electricity
duty, and regulatory surcharges since September 13, 2012 large number of
heavy, medium industries has beeompletely closed down or reduced their
productions. He also requested the Commission to take note of the
suggestions by ASSOCHAM to Sh. Akhilesh Yadav, CM UP Gouvt. in Letter no
2015/25 dated March 28, 2015, regarding various problems faced by
industries.He submitted that instead of increasing the rates, the rates should

be reduced keeping in mind the comparative rates in the neighbouring states.

He further submitted that there has been regular tariff hikes from 2012
onwards, i.e. in September 13, 2012dkicity duty was increased from 0.09
paisa per unit to 7.5% of energy and fixed charges. Then from November 1,
2012 tariff was further increased by 45 to 50% and from June 10, 2013, 3.71%
of fixed and energy charges were added as regulatory chargesheffudn
October 12, 2014, tariff was hiked by 12 to 15%. Due to these regular tariff
hikes industries of UP are suffering as compared to industries in neighbouring
states. He added that many units have curtailed their load, which resulted in
decrease inlteir productions.

In this regard, certain submissions were made by the ASSOCHAM, such as data
from industries should be collected and analyzed with immediate effect,
Electricity duty at 7.50% should be stopped and Regulatory Surcharge should
be discontined.

Mr. Rajendra Kumar Jain, Secretary, Western U.P Chambers of Commerce &
Industry, submitted that, electricity prices are rising since September 13, 2012,
due to which small and medium scale industries are incurring huge losses and
are on the verge of obure. He added that if these industries gets shut down
then U.P may face huge financial losses. Hence, he requested the Commission
to look into the matter.

Mr. V.B Aggrawal, Chairman, Agra Chapter, Associated Chamber of Commerce
and Industry submitted thaapplication of surcharges and rates of cost of
electricity for LMV6 have gone upto Rs 10fper unit on minimum. He
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3.8.7

3.8.8

3.8.9

3.8.10

3.8.11

submitted that if these categories are charged demand penalty and
overloading charges, then rates will further escalate.

Mr. Vipin BasaliGram Pradhan, Chutmalpur, submitted that Chutmalpur is a
rural area but the electricity charges for this area are similar to charges in the
urban areas. He requested the Commission to reduce the charges considering
the situation that residents of this aseare very poor and do not have the
capacity to pay.

Dr. Kirit Somaiya, Chairman, Parliamentary Committee on Energy, submitted
that, recently prices of crude oil have come down from 140 dollar per barrel to

50 dollar per barrel. Similarly, prices of cbalve also come down drastically.

He submitted that Discoms should have reduced the electricity prices six
months back, instead of increasing the prices. So, he requested the
Commission to take the necessary corrective actions.

Association of Steel Rolgjmills and furnace and President of Association of
Steel Rolling Mills and Furnaces submitted that, regular tariff hikes in U.P, is
posing problems in the production of steel and iron, due to increased
production costs. Since, these industries are vital &P, it is necessary to
provide relief in tariffs like UP should be allowed to purchase electricity
through exchanges as done in neighbouring states.

Mr. Vishnu Bhagwan Aggrawal, President, Agra Chapter, Associated Chamber
of Commerce and Industry of Udtbmitted that almost 23% of electricity
supply is given to rural areas where recovery is only 7% which is the main
reason in hike of tariffs. Further, theft, pilferage and line losses add to the
increasing cost of electricity.

Mr. Pratap Chandra, Rasta Rastra Vadi Party submitted that, six months
back electricity prices were hiked so, another hike should not be allowed
within a year.

Byt SGAGAZ2YSNRaA wSalLkRyaSy

3.8.12

The Licensee has submitted that the Annual Revenue Requirement is being
determined in accordare with the Tariff Regulations framed by the
Commission. The tariff is being proposed to recover the gap between the
Annual Revenue Requirement and the revenue at current tariffs. Different
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3.8.13

3.8.14

3.8.15

3.8.16

states have different cost of service, subsidy levels, differentvguo
procurement costs, etc., and hence while fixing tariffs all these issues have to
be taken into account. The Licensee has submitted that the Retail Tariff for
each category within the State has been kept uniform as per guidelines
provided in the Sec 8.(2) of the National Tariff Policy issued by Ministry of
Power, Government of India.

The Licensee has submitted that the power purchase cost projections have
been made in the Tariff Petition as per the latest power purchase bills.
Additionally, theCommission had sought the month wise details of the power
purchase bills for the last three years. Such details have already been
submitted to the Commission. It is evident that the licensee is not getting
cheap power from the generators.

The cross subsidievels for HT consumers are within the threshold limits
prescribed under the Tariff Policy. The tariff has been proposed in line with
the Tariff Regulations framed by the Commission, the National Tariff Policy,
2006 and the Electricity Act, 2003.

The Licasee submitted that while framing the tariff it has endeavoured to
simplify the rate schedule. Creating new categories within the industry
category would not only make the rate schedule more complex, it would also
tantamount to preferential treatment to again class of industries.

The Licensee submitted that the cross subsidy is within the threshold limits
prescribed under the Tariff Policy. The tariff has been proposed in line with
the Tariff Regulations framed by the Commission, the National TariffyPolic
2006 and the Electricity Act, 2003.

C)¢CKS /2YYAaaArzyQa OASsY

3.8.17

The Comrission has taken note of the objections / suggestions made by the
stakeholders in this regards. The applicable Tariffs for all the consumer
categories have been designed in accordandth whe Electricity Act, 2003

and the Tariff Policy. The details of all the aspects related to Tariff design have
been covered subsequently in Chapter Tariff Philosophy and Rate Schedule
provided in this Order.
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3.9 SINGLE POINT BULK SUPPLY

A) Comments/Suggestio of the Public

3.9.1 Ratan Planet Residents, Kanpur submitted that in Ratan planet there is a single
point meter and each flat owner is paying fixed charges of Rs. 250 / KW /
month and energy charge of Rs. 6.60 / kWh along with 2.23% regulatory
surcharge and %% electricity duty. He added that in addition to the above
charges, 15% service tax is charged, which is illegal and against tariff and rules
of Electricity Supply Code. Moreover they are denied the bifurcation of the
amount which is being charged througbre-paid metering. He further
contended that, instead of LMY, they are being charged under HV
category.

3.9.2 Mr. A.K Sarkar, Deputy General Manager, HAL, submitted that energy charge
per kWh for FY 20145 for consumers under LMI{b) supply at single pain
for bulk loads, is much higher than the rate applicable to tIM¥). He further
submitted that, in township of HAL, domestic consumers are charged at Rs
4.73 per kVAh, as they are bulk consumers. Hence, he requested the
Commission to review and offersiounts on electricity prices.

393 aNX D2@AYR {KdzZlfl X D2@SNRKIYy TFtld hgy
urban areas there is a lot of variation in tariff in domestic category for
multipoint and single point bulk supply connection even though the consumer
type is same. He submitted that Discoms encourage only single point supply as
it is easier to supply at single point and recover the dues

394 Further, he submitted that the multipoint billing is in kVAh whereas in single
point it is in kWh which alone accounfisr rates to be 1.35 times more. He
requested the Commission to consider these issues.

3.9.5 Mr. Lalit Kumar Gupta submitted that, electricity connection in rastibried
building developed by builder / promoter is given under Electricity Supply
code under clausno. 4.9 which is as follows:

G9f SOGNROA G -dtarey BuBdda /AVRiltiple¥MarriageflalisA

/ Colonies to be developed by Development Authorities and / or Private
Builders / promoters / colonizers / Institutions / Individual applicants
(approved by Licensed Electrical Inspectors):
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3.9.6

a) Electricity Connection at single point of supply with single point
metering shall be provided to new domestic / hon domestic multistoried
buildings / Multiplex / Marriage Halls / Cooperative Group Housing
Scieties / Colonies, with load exceeding 25Kéwever, this shall not
restrict the individual owner from applying for individual connection and
the licensee shall sanction the connection to such applicant atblET

Indian Developers Association submittedath in multi storied buildings
Discoms should provide different single point connection for residential and
commercial consumers. He added that electricity bills for residential /
domestic should be as per domestic tariff slab.

B)t SGIAGA2YSNRaA wSaLRyasSy

3.9.7

3.9.8

The Licensee submitted that Clause 4.9 (a) of supply code 2005 provides:

"Electricity Connection at single point of supply with single point metering
shall be provided to a new domestic/ Adamestic Multistoried Buildings/
Multiplex / Marriage Halls/ Coopative Group Housing Societies /
Colonies, with load exceeding 25 KW."

The Licensee submitted that it is clear from above that for domestic £ non
domestic Multistoried Buildings / Multiplex / Marriage Halls / Cooperative
Group Housing Societies / Coloniegth load exceeding 25 kW connections
has to be released on single point as sentence providesrection shall be
released. The use of word'shall" raises a presumption that the particular
provision is imperative as has been held by Hon'ble Supremg oBtate of

UP v. Manbodhan Lal Srivastava. Such an interpretation that "when a statute
uses the word shall, prima facae it is mandatory" has been adopted by Hon'ble
Supreme Court in catena of cases such as State of UP v. Babu Ram Upadhya,
Sainik Motors Jodhpur v. State of Rajasthan, Govindlal Chagganlal Patel v.
Agriculture Produce Market Committee. The Licensees added that accordingly,
the spirit of supply code has been implemented as per legal provisions and no
doubt it helped us to a certain extentn mitigating our problem of scanty
meter-reading and billing resources.
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3.9.9

3.9.10

3.9.11

3.9.12

The Licensees further added that, recently number of grievances relating to
individual inhabitants of these musitoried buildings came in the notice of
Licensees as well as Comnoss An understanding was evolved that a first
hand ground survey would be conducted and some kind of feasible solution
will be worked out with in the legal framework, which would address majority
of concerns.

The Licensees submitted that, in this contexinmeeting with Resident Welfare
Associations was organized at Noida on May 9, 2015 to discuss various issues
linked with supply to Multi Storied Building including tariffs and option of
individual connections to consumers residing in Multi Storied Bigklin

The Licensees added that compilation of the suggestions received during the
above meeting from Resident Welfare Associations is in final state and
another meeting with Resident Welfare Association is also being planned at
Lucknow. Based on suggestionsceived a comprehensive report will be
submitted for the consideration of the Commission. However, unless a proper
methodology is worked out, trying to come out with any simplistic solution
may not address to muHiold problems of these consumers, rangifrom
commercial to legal agreement related issues and the same may further
deteriorate the situation, which could not be the intention of either
Commission or the Licensees.

Further, the Licensee also submitted that, regarding single point bulk supply,
the Commission has directed to submit the detailed design / methodology on
the tariff to be charged from the end consumers of single point bulk load and
further also proposed a new methodology for billing of such consumer. The
methodology proposed by the dgmission having practical problem in
implementation therefore licensee in accordance with direction of the
Commission conveyed a meeting of RWA at NOIDA on May 9, 2015 to further
have at first hand discussion with all the stake holders. In this meetiiogisf

of the licensee and Commission were present. The detailed report is awaited
which will be submitted soon.

C)¢KS /2YYAaaArz2yQa @ASsY

3.9.13

In this regard, the Commission vide its Letter No. UPERC / Secy. / D (T3 / 2015
2032 dated March 3, 2015 directed thieicensees to submit a detailed
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proposal related to New Mechanism for Billing the Single Point Consumers. In
compliance to the above direction, PVVNL vide its Letter No. 2056 MD /
PVVNL / MT / Com / ARR submitted the status of action requesting the
Commiswn that all field units have been asked to study the associated

problems and a detailed proposal related to the above matter shall be

submitted to the Commission in due course of time. Considering the

complexity of the issue, the Commission may issue @rapriate Order in

this regard and other important matters subsequently.

3.10 T&D LOSSES AND AT&C LOSSES

A) Comments/Suggestion of the Public

3.10.1

3.10.2

3.10.3

3.10.4

Mr. K. L. Aggrawal, Chairman, Associated Chambers of Commencikeisry

of U.P, submitted that line losses on national level are 26% then how and why

it is 40% in UP. He added that the average production of power station in U.P

is only 60% against average of 78% in other states. He added that the question
arises whyline losses in Kannauj area are about 76% and it is more than 50%

AY wl YLIzZNE al AyLMdz2NA FyR !'TFY3FNK FNBI
issues that, whether there is any mechanism approved by the Commission on

the basis of which Discoms / UPPCL arriietheair distribution line losses

percent, whether the line losses are verified by any independent audit
authorities.

Mr. Rajprakash Sharma, Mr. Devendranath Mishra, Mr. Rajkumar Vajpayee
and Members of RWA Federation, Ghaziabad submitted losses incureeid d

power theft should not be charged to consumers. Instead measures should be
taken to curb theft. They also submitted that electricity meters should be
Ayailltt SR Ay NBAARSYOS 2F St SOUNROAGE
Mr. Harjeet Singh, Hartech Plastics .Pitd. submitted that, line losses in
UPPCL are very high, i.e. approximately 40%, whereas in NPCL (Noida Power
Company Limited), Greater Noida, line losses are almost negligible. He added
that due to overall losses in U.P, consumers of Noida are geténglized.

Mr. Vishnu Bhagwan Agarwal, Chairman, Agra Chapter, ASSOCHAM, U.P,
suggested some steps to control line losses and power theft, such as
transformers should not be in capacity excess of 20% of the contracted load
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3.10.5

3.10.6

3.10.7
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and inbuilt audit meters shouldebprovided to identify theft, LT lines may be
converted to underground lines to prevent hooking, prepaid meters should be
installed, various incentives must be given to theft information provider and
areas of more than 50% line loss should be given redsapgly.

Mr. D.S Verma, Indian Industries Association, submitted that, T&D losses are
not being controlled by Discoms despite the directives issued by the
Commission every year. In the ARR for FY -A®]5certain Discoms have
projected loss figures as higis 25.50% and 32.47%. In some specific areas,
losses are as high as 50% which shows that Discoms are not inclined in
reducing losses and burdening them on consumers is unjustified. He
requested the Commission to incentivize Discoms, where T&D lossessare |
Similarly, till Discoms brings down the losses to less than 15% strict actions
may be taken against them, and no tariff hike should be allowed.

Mr. Rami, Prabandhak, Global care Organization, submitted that, line loss
figures submitted by Discoms anet correct. Even after taking charges, meter

is not installed for some consumers. He further suggested for setting up a
separate committee for complete investigation of line losses and quality of
power.

Mr. Ritesh Kumar Singh, Energy Manager, Indus Taeersubmitted that,
Distribution Licensees inability to curtail losses is the main reason for tariff
hikes in UP. He has submitted a comparison between losses approved in FRP
(Financial Restructuring Plan) with those claimed by distribution utilitiesYor
201516.

KESCC PuVVNL PVVNL MVVNL DUVVNL

m Considered in FRI m Projected by Utility
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3.10.8 He submitted that, DVVNL has the highest projected loss figures and no efforts
have been made by the Licensees to reduce these losses. He requested the
Commission to come up with a plan to decrease the power distribution losses
for UP and ot approve such high losses, which are not supported by
authentic numbers.

3.10.9 Members of Jan Shakti Morcha, submitted that, currently losses are almost
60% which if controlled can prevent revenue loss, and also bring down tariffs.

3.10.10 Mr. Vivek Singh, Vidyut Upbbkta Sangh, Members of RWA Federation,
Ghaziabad and Mr. Vimal Kumar Khemani, Transparent Reliable Accountable
t S2LJ SQa az2@SYSyid o6¢w!to0 adomYAOGGSR GKI
loss and financial loss and the same being passed on to honestraersu
Gains are passed on to consumers residing in VIP areas like Itawa, Kannauj,
Azamgarh, Auraiya, Old Lucknow etc. where theft percentage is very high,
almost 60%.

3.10.11 Vidyut Upbhogkta Sangh, further submitted that, losses are almost 25.38%
which resultsn loss of around Rs 10,000 Crore. Net revenue collected from
consumers is approximately Rs 10,000 Crore. So, even if losses are reduced by
5%, then it will result in equivalent tariff reduction by 25%.

3.10.12 Mr. Vishnu Bhagwan Aggrawal, President, Agra Chapt&8SOCHAM,
submitted that, in areas where line losses are high, cables should be placed
underground and wherever there is no line loss, electricity should be supplied
without interruption.

3.10.13 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut UpbhoktaaBaris
submitted that, in the data gaps and information pertaining to ARR FY-2015
16, the Commission had asked UPPCL to submit information regarding AT&C
losses. In response, power companies submitted that the data gaps on AT&C
losses have nothing to do withRR. Further, they requested the Commission
to accept the ARR proposal and make the tariff schedule for FY-1015
applicable. He requested to the Commission not to accept their proposals until
and unless data gaps for AT&C losses are complied.

3.10.14 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
submitted that line loss reduction target submitted to Supreme Court on
affidavit by special secretary (Energy) Govt of UP could not be achieved which
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resulted in huge revenue loss and conseufilye putting on tariff burden to the
consumers.

3.10.15 Mr. Rama Shanker Awasthi requested the Commission to examine the AT&C
loss level in the State and also he suggested the Commission to specify voltage
wise losses in tariff orders.

Byt SGAGAZ2YSNDa wSalLkRyas

3.10.16 The lcensee has submitted that is has planned and proposed a gradual
reduction in Distribution losses up to FY 2@2Lin line with the directives of
the Ministry of Power, Govt. of India, which has already been submitted to the
Commission.

3.10.17 The Licenseefrther submitted that all efforts are being made to reduce the
losses as the same is beneficial to the utility as well. Tariff revision exercise is
done on the basis of normative loss level. It may be noted that when losses
are assumed on lower side theariff will automatically be lesser. Hence loss
level projection is not against the interest of the consumers. The
infrastructure is sufficient to cater for supply to all consumers. However to
cater for future growth, action is being taken for addition ofatching
infrastructure. The Commission has already issued directions to the Licensees
to initiate base line loss estimation studies for assessment of technical and
commercial losses. The distribution companies would be appointing consulting
firms for undetaking the said studiesvarious steps are being taken to curb
theft which is widely prevalent across the state. Some of the steps are listed
below:

1 For proper accounting of energy & reducing chances of theft, double
metering system is being implementedhigh is yielding encouraging
results.

1 For speedy redressal of consumer grievances, call centre has been
established and Control rooms have been set up.

1 In all theft prone areas overhead conductor are being replaced with ABC
(Aerial Bunched Conductor). Thss helped in the reduction of line
losses and breallowns also.
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1 Periodic checking of all static and-wector meters.

1 Special drive to check the cases of theft/unauthorized use of
electricity/checking of excess load being carried out in all distribution
division.

3.10.18 The Licensee submitted that special team of departmental engineers and
+AIAfT YOS GSFYa O2YLINR&aAy3a 2F [AOSyass
been formed in each circle. With these teams surprise raids are conducted to
detect theft of enegy / Katiya connections.

3.10.19 The Licensee submitted that District wise list of AT&C Losses was provided to
SLDC with the instructions that rostering of districts is to be done according to
their percentage of AT&C losses, in a decreasing manner. Distridis wit
maximum AT & C losses first, then districts with minimum AT&C Losses in the
end. Such a directive was also issued by the Regulatory Commission in its
Tariff Order for FY 20034 and Tariff Order for FY 200%. However, UPPCL,
being an instrumentality othe State, within the meaning of Article 12 of
Constitution of India, have to look beyond the above mentioned commercial
norm in different circumstances.

3.10.20 The Licensee submitted that, in view of the decisionEtéctricity Board,
Rajasthan vs Mohan L#ie Electricity Board / Company has come within the
meaning of "State" as defined in Article 12 of the Constitution. The
proposition of law laid down in that case was followedSokhdev Singh v
Bhagatram Thus, a public authority to convert it into a 88" shall be a body
which has public or statutory duties to perform and which performs those
duties and carries on its transactions for the benefit of the public and not for
private profit. The ratio irSukhdev Singhtsase was followed iRamana v |.A.
Authority of India, B.S. Minhas v Indian Statistical Institute and P.K.
Ramachandra lyer v Union of Indiblaving established that UP Power
Corporation Limited or Electricity Distribution Companies qualify within the
meaning of "State", it becomes imperativthat such an institution has to
serve many social / cultural / administrative aspirations expected from a State
Instrumentality for which executive instructions are issued. To explain the
rationality of these decisions, where categorical departure fraammercial
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norms of more rostering at places of higher AT &C losses, may be executed
are detailed below:

1. Firstly, Lucknow, is provided 24 Hours of supply on account of the fact
that it is the capital city of Uttar Pradesh, encompassing Raj Bhawan,
Vidhan Shha, Lucknow Bench of High Court other important
institutions like State Level University, Medical Colleges, Research
Centers, other Centers of Excellence etc. as well as residence of His
Excellenc)t ¢ KS D2@SNY2NE | 2y QofS / KAST al
| 2y QofS WdzR3ISa 2F [dzO1y2¢6 .SyOK 27
as to ensure smooth functioning of the offices of these dignitaries as
well as institutions.

2. 24 hoursof supply is being provided to Noida and Ghaziabad towns as
these are not only @arts of NCR but also the industrial hubs for the
State. All Mahanagar towns and commissionaires are provided with
extended hours of supply to the tune of approximately 17 to 18 hours
considering the commercial importance of these areas and also the
fact that many regional level offices and institutions are located in
these cities. Any curtailment/reduction in supply to these areas on
account of direction of equal supply will cripple the activities of these
regional level institutions, thus affecting largleunk of the population
in the State. Further, reduction in supply hours would also lead to
downward trend of commercial activities in these major towns, thus
not only affecting the economy of these towns but also that of
neighbouring smaller districts, wdh thrive on the commercial
activities of these major towns. These Mahanagar have special
significance as these provide job and livelihood to neighbouring
satellite towns.

3. District head quarters are the hub of all administrative activities. In
fact, it is these centres from where all national / state level
programmes / schemes get implemented thereby requiring almost all
functional activity coordinating offices/ institutions. Electricity supply
to the tune of roughly 15 hours is provided to these disthead
guarters to ensure smooth functioning of the administrative machinery
and establishing better connect with the general public at large.
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Maximum possible hours of supply, in given situation, is extended to
these areas so that the economy of these dittcentres does not get
affected adversely.

. It is unboundedresponsibility of the instrumentality of the state to

ensure that resources and its disposal are utilized in a manner so as to
reduce the imbalance in the development across the state. It is in
pursuance to this objective that applicant is supplying roughly 20 hours
of electricity to the undeveloped Bundelkhand region as a whole,
which is way above than remaining areas of the state. It is
responsibility of the state to ensure that more electriagyprovided in
those areas, which are rain deficient and have very low water levels so
as to promote alternate means of irrigation and other means of
economy. It is with this justification that applicant is ensuring higher
supply hours to undeveloped Buelthand region.

. Similarly, extended hours of supply is given to places of religious

importance such as Chitrakoot, Varanasi, Deoband etc, Railways,
Hospitals, Defence Establishments etc. to promote communal harmony

as well as to ensure social security amell being of the public at large.

24 hours uninterrupted supply, on independent feeder, is provided to

all district courts to ensure that the judicial work is discharged in the
Y240 STFFSOUADBS YIFIYyYySN®» ! & LISNI 2NRS
India passecdn 10.04.1996, 10.05.1996, 13.08.1996, 04.09.1996 and
10.09.1996 the Taj Trapezium Zone is provided uninterrupted 24 hours

of supply. This order was passed with a view that there may be
complete restriction on running of diesel generating sets in this &vea
minimize ecological damage to the monumental Taj. Similarly, the holy
city of Allahabad is, unfailingly, provided with 21 to 22 hours of supply
Ay @GASe 2F (GKS 2NRSNE 2F 12yQof S
18.10.2005 in Writ Petition No. 46120 of(

. Apart from ensuring supply to important areas of State it is also the

endeavour of the Licensees to provide extended hours of supply, to
the extent possible, in case of any exigency, special activity or festivity
e.g. extra hours of supply is beingepently provided to various parts

of the State in view of month of Ramzan. Similarly, no curtailment of
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supply is being done during night hours i.e. from 6 pm to 6 am on all
feeders feeding the Kanwar Yatra path in the districts of Ghaziabad,
Hapur, Meerut Muzaffarnagar and Saharanpur. You may appreciate
that even in a shortage situation the exigencies are to be met so as to
ensure smooth functioning of law and order.

. Like allbonafideclassifications, as detailed above, which pervade and

meander through dvelopment, economic & commercial
considerations, social security concerns, social harmony requirements,
requirements related to festivity, defence & medical requirements and
most importantly compliance of judicial pronouncements, honour of
judicial status it becomes imperative upon an instrumentality of the
State to ensure security to individuals in general and to persons of
importance in particular through whom the society is served on a
holistic basis. Important individuals related to all three pillafs
Constitution viz the legislature, the judiciary and the executive, who
not only serve the common man in its daily life but are also responsible
for upholding the basic frame work of law and order system, are of
paramount importance for the society. Theiafety has to be ensured

at all cost within the constraints. In this realm, it becomes the
undivided responsibility of the applicant to ensure supply to the areas,
which are frequently visited or inhabited by these dignitaries. Under
this consideration o, extended hours of supply is being provided to

Lucknow, capital city, city encompassing Raj Bhawan, Vidhan Sabha,
Lucknow bench of High Court other important institutions as well as
residences of His Excellengyt KS D2 SNV 2NE | 2y Qoft S
HRYyQotS aiAyAadaSNaRXE | 2yQofS 2dzRISa 2
Chief Secretary etc; the district of Allahabad, which is judicial epitome

2T GKS aidFrdS Fa ¢Sttt Fa NBAARSYOGALl f
and other respected members of legal fratespitcities like Etawah,

Kannauj, Mainpuri, Rampur Town, Raibareily and Amethi, which are

the constituencies of important state level and national level leaders

thereby witnessing frequent visits and stays of not only these leaders

but also that of other imprtant legislatures and dignitaries and

holding of important political and social functions depending on their

itinerary or otherwise, where a small miss may cost dearly as far as
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security of these important dignitaries is concerned. It also needs to

be underlined that if these areas are so frequently visited by eminent

people that 15 to 20 days out of a month one has to ensure
uninterrupted supply for their security concerns then it becomes

AYLX I dzaaotS FT2NJ 6KS aeadSy off a0OKS)
FYR 2yé o6Fara FyR FT2N 6KS KSIFtOK 2
that a permanent schedule of extended hour of supply is applicated on

these areas.

8. Reducedhours of supply to the tune of 10 hrs are being provided to
rural areas but at the same timie is ensured that their agricultural
requirements are effectively met with the level of supply within the
constraints. It needs to be mentioned here that rural categories are
normally unmetered and highly subsidized & crossibsidized.
Accordingly, keepg in view our supply constraints, commercial
prudence, requirements of agrarian economy and also the lifestyle of
rural people, supply is being ensured at required hours so that the
needs of rural people are satisfied.

3.10.21 The Licensees submitted that, acdmgly, the rationale of providing
differential power supply to different areas has been detailed above. It
submitted that emanating out of judicial pronouncements, social, religious,
and security concerns, there are different classes within the oversk obf
State of U.P. It is an admitted position under the Constitution that
discrimination may be provided among different classes however, once-a sub
class is defined based on above considerations then within thatckds
more rostering will be resortedt places, where the loss is higher.

3.10.22 The Licensees submitted that in case Commission does not accept the
rationality of our classifications or our administrative authority to issue such
directions then the Commission is requested to order a detailed émmank
for rostering schedule that should be effected on different districts of Uttar
Pradesh keeping in view our technical constraints.

3.10.23 With reference to tariffs in Noida, the Licensee has submitted that, Retail
Tariff for each category within the State $ideen kept uniform as per
guidelines provided in the Sec 8.4 (2) of the National Tariff Policy issued by
Ministry of Power, Government of India.
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3.10.24 With regard to circle wise AT&C loss the Licensee has submitted that it has

3.10.25

3.10.26

submitted the data gap responseslsequent to which the Commission has
admitted the ARR petitions filed by the Discoms.

With regard to contention raised by Mr. Avadhesh Kumar Verma regarding
reduction target submitted to Supreme Court, the Licensee submitted that the
ARR is prepared gger the methodology provided in the Distribution Tariff
Regulation 2006. The Regulations provide that all the expenses are projected
on the normative basis and losses are approved on that basis. ARR or tariff
hike is not approved based on the actual lossafleged by the stakeholder.
However, the licensee is making concerted efforts to reduce line losses which
may be technical as well as commercial.

The Licensee has submitted that the Annual Revenue Requirement is being
determined in accordance with the fi# Regulations framed by the
Commission. The tariff is being proposed to recover the gap between the
Annual Revenue Requirement and the revenue at current tariffs. Different
states have different cost of service, subsidy levels, different power
procurement costs, etc., and hence while projecting the tariff all these issues
require to be taken into account. The Licensee submitted that the Retail Tariff
within the State has been kept uniform as per guidelines provided in the Sec
8.4 (2) of the National TdfiPolicy issued by Ministry of Power, Government

of India.

C)¢CKS /2YYAaaArzyQa *ASgY

3.10.27

3.10.28

The Commission recognises the fact that the Licensee has been taking
measures to reduce T&D losses by implementing schemes such as laying Aerial
Bunch Conductors (ABC), AHY) RAPDRP, etc., but these efforts are yet to
yield satisfactory results. On the aspect of T&D losses, the Licensee should
undertake necessary strengthening and R&M of the distribution networks to
reduce losses which would result in higher availabilitypower for sale to
consumers.

In this regard, the Commission had directed the Licensee to conduct the base
line loss estimation studies for assessment of technical and commercial losses.
As discussed in subsequent chapters of this Order the Licenseestteabm

that M/s PFC Consulting Ltd. was appointed to conduct the required study and
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it has submitted a draft approach paper which is in discussion stage
Licensee submitted thatrace the approach paper is finalized, it would submit
the same to the Comraesion.The Commission stresses that the Distribution
Licensees may act speedily upon the directives and report the status on a
regular monthly basis to the Commission as losses play a very crucial role in
the entire process.

3.11 PREPAID METERING

A) Comments/Sugestion of the Public

3.11.1

3.11.2

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha
Parishad, submitted that, the tariff for pjgaid consumers must be designed

in such a way that it is easily implementable and transparent in nature. He
also requestedhe Commission to increase the rebate.

Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of
U.P, submitted that according to Electricity Act, 2003 consumers opting for
prepaid meters should not be charged any security deposit. He aldeda

that, despite directives from the Commission, Discoms are not providing
prepaid meters to the consumers.

B)t SGIAGA2YSNRaA wSaLRyasSy

3.11.3

3.11.4

The Licensee submitted that the Commission at its own initiative, considering
the complexities involved in directlgdopting the tariffs / tariff structure
prescribed in the tariff order for different category of consumers with normal
meters and also to iron out the practical difficulties, has constituted a
Committee. On the basis of broad suggestions made by the Coeemitith
respect to implementation of tariffs for consumers with graid meters, a
Petition was filed before the Commission on 24.04.2015. Further, a meeting
was held in the office of Commission on dated 28.04.2015 on a Petition for
fixing the tariff of pepaid meters. The replies of the issues raised during the
meeting were submitted to Commission vide this office letter No.
2453/RAU/Petition dated 30.04.2015.

The Licensee submitted that the Commission vide order dated May 11, 2015
has already issued ander for the fxation of Tariff for Prgoaid Metering, as
such all issues raised in the representation have been resolved.
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3.11.5

The Licensee submitted that prepaid meters are being procured and will be
Ayaildltt SR G O2yadzySNEQ LipnBuemenSaadd ¢ KS

Ayaidlttlriazy 2F LINBLIAR YSGSNBR IINB oS
Commission.

C) The Commissions View:

3.11.6

The Commission in its earlier Orders has repeatedly directed the Distribution
Licensees regarding expedition of processntrfoduction of Prepaid meters.

Further, with regard to the above matter, the Commission has issued a
ASLI NFGS hNRSNI Ay (KS YI-LH SR aSG&RAERE
May 11, 2015.

3.12 TARIFF REVISION FOR{IMBATEGORY

A) Comments/Suggestion othie Public

3.12.1

3.12.2

3.12.3

Mr. G.P Satstangi, Secretary, Radhasoami Satsang Sabha, Agra submitted, that
Radhasoami Satsang Sabha is a religious and charitable society, that provides
electricity to its residents. It purchases power in bulk from DVVNL (now TPL) at
33kV for vhich it has obtained connection under LMMDb) (ii) category. He
submitted that it is the fourth time during last three years period that the
tariff would be increased. He further suggested that State Govt. should
conduct energy audit on the analogy tcagttory Audit prescribed by Central
Government in Delhi.

Dr. Pradeep Garg, submitted that, all metered consumers of -LMiving
consumption up to 100 units per month and sanctioned load 1 kW are
charged with rates approx equal to lifeline consumers scledund it is of
special significance when average consumption of these consumers is only 75
unit / KW / month which implies LMX category is similar to lifeline
consumers, which is incorrect and results in loss of revenue. Similarly, rural
consumers who i@ well off are paying fewer tariffs.

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha
Parishad, submitted that lowering of the consumption norms for Lifeline
consumers to 50 units is unconstitutional.
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Byt SGAGAZ2YSNDRDa wSalLkRyaSy

3.12.4 The License submitted that the Annual Revenue Requirement is being
RSGSN¥AYSR Ay | OO2NRIYyOS 46AGK GKS ¢F NAR
Commission. The tariff is being proposed to recover the gap between the
Annual Revenue Requirement and the revenue at curtanffs. Different
states have different cost of service, subsidy levels, different power
procurement costs, etc., and hence while projecting the tariff all these issues
require to be taken into account.

3.12.5 The Licensees submitted that the tariff for lifed consumers has been
proposed to with the following objectives:

1 Consumption norms for Lifeline/BPL Category Consumers are in
alignment with other States and in Compliance with Tariff Policy. Attempt
to move towards 50% of the Cost of Supply as envisagBid P.

1 According to, Clause 8.3(1) of the Tariff Policy, 206 accordance with
the National Electricity Policy, consumers below poverty line who consume
below a specified level, say 30 units per month, may receive a special
support through cross subgid Tariffs for such designated group of
consumers will be at least 50% of the average cost of supply. This
provisionwillbe rS El YAYSR | FGSNI FAOS &SI Nk ¢

C) The Commissions View:

3.12.6 The Tariff for various categories of consumers is being determined by the
Conmission in accordance with the principles enshrined in the Distribution
Tariff Regulations and Tariff Policy. The Commission while approving the Tariff
for the State has also made appragte comparison with various other States.
Further, the detailed apmach as considered by the Commission for approving
the Tariff for various categories has been discdssgbsequently in this Order.
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3.13 TARIFF FOR LMW CATEGORY

A) Comments/Suggestion of the Public

3.13.1 Mr. S.B Agrawal, Adviser, Associated Chambers of Commehodu&try of
U.P, and Mr. Bhuvesh Kumar Aggrawal, National Chamber of Industries &
Commerce, UP, submitted that consumption pattern of LMVis somewhat
equivalent to LMVL. They submitted that installed loads for different class of
SYLX 228SSQa ¥kweand7$ kW anil ubmitted that fixed charges
should be Rs. 180, Rs. 450 and Rs. 675 but fixed charges are varying from Rs.
160 to Rs. 600 per month. Hence, they suggested that the fixed charges should
be levied as 2 kW for class Il employees, 5 kease of JE and AE and 7.5 kW
in case of EE and above. They also suggested that normative energy charges
should be worked out and concession should not be given to departmental
employees at the cost of common consumers.

3.13.2 Mr. Vishnu Bhagwan Agarwal, Chairmakgra Chapter, ASSOCHAM, U.P,
submitted that there is no satisfactory progress in installing meters specifically
of LMM#10 consumers. Fixed charges of this section should be increased in
line with the charges applied in LMVand LMV2. He submitted thathere
should be three categories for charging for charging fixed charges i.e. 2kW,
5kW and 7.5kW.

3133 aNX» Woad[ =+l A&aK>X tNBaARSydux +ARedzi t Sy
t SYaA2ySNRa tINRAaAaKFR A& GKS NBLINBaSyi
either as employees of erstwhile U.P State Electricity Board or while working
as employees of U.P Power Corporation or in its subsidiary Distribution /
Transmission Companies or in U.P Rajya Vidyut Utpadan Nigam Ltd or U.P Jal
Vidyut Nigam. He requested theo@mission, not to determine the tariff for
this category, i.e. LMXO, and leave the determination to the respective
employers. The element of subsidy, if any, in supplying electricity to

SYLX 28SSa gAatft 06S I O02YLRYSy( patbf G SYLX
base rate submitted in ARR, by respective Distribution Companies /
Transferees.

3.13.4 He submitted that, tariffs for LMXLO, is increased by 45% whereas for
residential consumers, LMY/, tariff increase is only 10%. So, since tariff is
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already hiked folLM\£10, there should not be further hikes for this category.
He further stated that, tariff of LMALO should not be advertised, as it is
decided on by the company, and its determination is different from
determination of tariff for residential categories.

3.13.5 Mr. Lalit Kumar submits that, as per clause 4.1.1, only-LM¥onsumers are
allowed single connections in multistoried buildings. This facility should be
applicable for all residential consumers in-HV

B)¢KS t SGAGAZ2YSNDa wSalLRyas

3.13.6 The Licensees submittethat Rate Schedule of LMM (Departmental
Employees and Pensioners) provides two options and per the present practice
Departmental Employee residing in mesdtoried building are billed as per
option-2 i.e. metered category and energy consumed by themeasrded in
their submeter, is deducted from the gross energy recorded by the single
point meter.

3.13.7 The Licensee submitted tha§ection 23 (7) of Electricity Reforms Act, 1999
LINE DARSA (GKFG GiSN¥Ya yR O2yRAUGARRY 2F
favourable to the terms and condition which were applicable to them before
0KS ONIyaFTSNEOD ¢tKS alyYS &aLANRO KFa oS
133 (2) of the Electricity Act, 2003. The benefits for employees / pensioners as
provided in sectn 12 (b) (ii) of the Uttar Pradesh Reform Transfer Scheme,
Hnnn AyOfdzZRS aO2yO0Saarazylf NraGS 2F S¢S
of electricity to the extent it is not inferior to what was existing beford"14
January, 2000. The terms and cdiwdis of supply have been proposed in
strict adherence of above statutory provisions and the increase in rates and
charges are proposed proportionality with LM\tategory.

3.13.8 The tariff hike has been proposed in view of the revenue gap. The Licensee
submits that the Annual Revenue Requirement is being determined in
F OO0O2NRIyOS gA0K (GKS ¢ NAFTF wS3AdzZ I GA2Yy:
The tariff is being proposed to recover the gap between the Annual Revenue
Requirement and the revenue at current tariffs.

C)¢KS /2YYAaaAz2yQa +ASg
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3.13.9

The Commission has taken note of the above objections / suggestions made
by the stakeholders in this regards and has appropriately designed the Tariff
as detailed in Rate Schedule provided subsequently in this Order.

3.14 QUALITY OF POWERD ROSTERING

A) Comments/Suggestion of the Public:

3.14.1

3.14.2

3.14.3

3.14.4

3.14.5

Mr. Yogesh Sethia, Sethia Oil Industries Ltd. (SOIL) and Mr. Vijay Kumar Bansal
of Udyogik Asthan, submitted that the electric department is demanding to
make an agreement to charge against protective logdn 33kV independent
industrial feeder despite the earlier assurance that if they shift from 11 to
33kV, they will be provided 24 hours supply. Further, there is an issue of high
voltage where voltage is more than 6% and touches up to 9% due to which
forced shutdown becomes necessary to protect the equipments.

Members of Jan Shakti Morcha, and Rakesh Goel, President, Matadhkri Sangh
submitted that, the quality of power supply is intermittent and poor. So,
consumers have to install inverters, generatossetectricity is not reliable.

Mr. B.N Gupta, Secretary, Associated Chambers of Commerce & Industry of
U.P, and Mr. Vishnu Bhagwan Aggrawal, President, Agra Chapter, ASSOCHAM,
submitted that, every transformer should have an audit meter, transformer
capaciy should not be more than accepted load and LT lines should be
underground to minimize losses and improve quality. Open tenders should be
floated for getting electrical work done without any political interference.
Further, no tariff revision should be lalved until check meters on
transmission points and 100% metering in department employees premises is
done.

Mr. Lokesh Kumar Aggrawal, Uttar Pradesh Udyog Vyapari Mandal, submitted
that, transformers are usually overloaded, which results in voltage
fluctuations and difference in power factor in meter.

Mr. Navin Kumar Singh, University Engineer, University of Allahabad submitted
that, Allahabad University is a central university getting power supply on 33kV
at its 33 / 11kV suistation through independenteleder and it comes under

LMV£4(A) (b) category. The protective load charges for this is 25% of base
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3.14.6

demand charges fixed per month. Since, sanctioned load is >75kW, the billing
is done in Rate Schedule HVFor this also protective load charges is 25% of
base demand charges fixed per month. But, inspite of repeated letters and
requests by the stakeholder, the current protective load charges is 100% of
base demand charges.

Mr. Sanjay Chaubey submitted that High capacity transformers should be
installed in aeas of low voltage and ABC conductor cable should be used to
stop pilferage.

B) ¢KS tSUAGA2YSNDa wSalLRyas

3.14.7

3.14.8

3.14.9

The Licensee submitted that the hours of supply is normally as per schedule,
however sometimes it may be less than that of schedule hours due to
emergency rostering mandated by the grid which is beyond the control of the
Licensee.

The Licensesubmitted thatcomplaints of quality of supply, turnaround time
for fault repair, etc. are not related to present tariff Petition. However it
assured that tlese issues are in the jurisdiction of the concerned local field
units of the concerned Discom$egarding, the demand supply gap, the
Licensee stated that it is endeavouring to reduce the distribution losses.
Capacity augmentation is being planned by tkete&SGovernment. The growth

in the capacity addition has been outnumbered by the growth in the demand.

The Licensees submitted that they are adopting various measures for the
prevention of theft and such measures are listed below:

1 For proper accounting oénergy & reducing chances of theft, double
metering system is being implemented & is yielding encouraging results.

1 For speedy redressal of consumer grievances, call centre has been
established and Control rooms have been set up.

1 In all theft prone areas @rhead conductor are being replaced with ABC
(Aerial Bunched Conductor). This has helped in the reduction of line
losses and breadlowns and has resulted in better quality of supply &
consumer satisfaction.
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1 Provision of periodic checking of all static andvector meters installed
in high value consumers premises.

1 Special drive to check the cases of theft/unauthorized use of
electricity/checking of excess load being carried out in different
distribution divisions by officers of the licensees.

1 Special teanof departmental engineers and Vigilance teams comprising
2T fAOSyasSSQa 2FFAOSNAR |yR t2f A0S L
circle. With these teams surprise raids are conducted to direct theft of
energy/Katiya connections.

3.14.10 The Licensees submitted thhe Commission has embarked upon the glorious
intention of 100% metering in the state of UP. In view of the same, a target of
metering of 25 lakh consumers was given to the Discoms in the Tariff Order for
FY 201415. Subsequent to the directions of theor@mission, the Discoms
started an extensive drive to meter the ymetered consumers. The Discoms
under the said drive metered around 24 lakh consumers. Thus, it is
demonstrated that the Discoms are duty bound to achieve 100% metering and
are strictly follaving the instructions of the Commission.

C)¢KS /2YYAadaaAirzyQa OASsY

3.14.11 The Commission has taken note of the objections / suggestions made by the
stakeholders in this regard. The Commission is also concerned about the above
issue of quality of supply and would &kappropriate steps to guide the
Licensee in improving the same. Further, the Commission also directs the
Licensee to strictly adhere to the stipulated timeframe as specified in UPERC
(Multi Year Distribution Tariff) Regulations, 2014 for submission biuginess
plan / capital expenditure in this regard.

3.15 COMPLAINCE OF DIRECTIVES

A) Comments/Suggestion of the Public

3.15.1 Mr. K. L. Aggrawal, Chairman, Associated Chambers of Commeérdasiry of
U.P, submitted that, for determination of ARR and tariff for PVVNL, for FY
201415, clause 11.1.11 states tha@t2 KAt S | OO2NRAY3I | TFAYI €
distribution licensees directing them to ensure that all unmetered consumers
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get conveted into metered connection by 3March 2015 beyond which, the
GFNATFF F2N dzy YSGSNBR O hSas2gard, &K | £ £ ¢
requested the Commission to submit the implemented status for the same.

3.15.2 Mr. S.B. Agrawal, Adviser, Associated Chamb&iSGommerce & Industry of
U.P, submitted that, Commission had been regularly directing for installing
meters, including Departmental Employees and Pensioners who are covered
under LMV10 category. He also submitted that persistent defiance in
compliance dthis directive is seen in case of the Discoms.

3.153 Mr. D.S. Verma, Indian Industries Association and Members of RWA
Federation, Ghaziabad submitted that, Licensees are to submit compliance
audit of performance every quarter and liability index in prescrib@unat to
the Commission and nothing has been submitted so far in this regard.

B¢ KS t SGAUGAZ2YSNDa wSalLkRyasSy

3.15.4 The Commission has embarked upon the glorious intention of 100% metering
in the state of UP. In view of the same, a target of metering of 25 lakh
consumers was given to the Discoms in the Tariff Order for FY-PB14
Subsequent to the directions of the Commission, the Discoms started an
extensive drive to meter the umetered consumers. The Discoms under the
said drive metered around 24 lakh consumers

C)¢CKS /2YYAaaArzyQa *ASgY

3.15.5 As regards compliance of directives issued by the Commission in its previous
Orders the Commission has taken note of the objections / suggestions raised
by the stakeholders and the replies submitted by the Licensees on the same.
The detailed directives as given in earlier Orders and its status of compliance
submitted by the Licensee and new directives issued by the Commission have
been discussed subsequently in this Order.

3.16 MINIMUM CONSUMPTION CHARGES

A) Comments/Suggestion of thBublic
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3.16.1

3.16.2

3.16.3

3.16.4

Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of
U.P, and Mr. Bhuvesh Kumar Aggrawal, National Chamber of Industries and
Commerce, UP, submitted that in case of LRBJ\t has been proposed to levy

Rs 700/kW per month. This walssallowed by the Commission on persistent
objections from the consumers. Hence, it is unjustified to levy them again.

Dr. Pradeep Kumar Garg, Garg Nursing home & Ray Clinic, submitted that, at
present a consumer has to pay minimum charges for using43htours on full

load. Based on this, there is neither any proof that ordinary consumer ever
uses load for 3} hours on full load.

Director, Tulsiani Construction and Developers Ltd, submitted that a consumer
residing in multistorey buildings has to payidher rates. Further, minimum
consumption charges for temporary category are very high. Hence, this should
be considered by the Commission.

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha
Parishad, submitted that minimum charge propod®sdthe Licensee for LM¥
category should not be accepted by the Commission.

B)t SGAGAZ2YSNDa wSalLkRyas

3.16.5

3.16.6

The Licensee has submitted that fixed charges / minimum charges are part of
tariff and are levied for developing the required infrastructure and to meet the
expenses incurred to maintain the supply at all the times. These charges
cannot be withdrawn, as they are levied as per provisions of Electricity Act,
2003. The Licensee further submitted that the minimum charges have been
designed to ensure minimum recayefrom the consumers considering that
they get electricity for about -8 hours only during the day. The Licensee
added that at the minimum of-80 hours of electricity supply, is being given to
rural consumers and all other categories of consumers aréngesupply for
more than the above mentioned duration and this is despite of vast demand
supply gap. Industries are given top priority and scheduled for getting
maximum supply but sometimes system condition and availability of power
effects the scheduledversely.

In respect to minimum charges for commercial categories, the Licensee
clarified that the minimum consumption guarantee is required where a
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consumer has to pay every month a certain bill amount which is levied to
recover the fixed expenses sindeetLicensee has to incur some expenditure to
keep supply always ready for the consumer to the extent of their contracted
demand. The Licensee further added that in the Tariff Order for FY-@B802
the Commission has defined the said charges as below :

a ekl / Demand Charge is meant to defray the capital related and other
fixed costs while Energy Charges is meant to meet the running expenses
i.e. fuel cost / variable portion of power purchase cost, etc. A Licensee
requires machinery, plant equipment, ssthtions, and transmission lines,
etc., all of which need a large capital outlay. For this purpose it has to
raise funds by obtaining loans. The loans have to be repaid with interest.
In the total cost, provision is also to be made for depreciation on
madinery, equipment and buildings, plants, machines,-gabions and
lines that have to be maintained. All these activities require large staff
and their related cost. These costs are largely fixed in nature and are
levied as a part of tariff to recover@K O2 a (i & d¢

It has been further mentioned in the said Order that:
G¢KS YAYAYdzy OKINHSa FNBE NBO2OSNBR |
energy for the consumer to the extent of contracted demand. If the
consumer does not avail of it, energy cannot be stave preserve. The
consumer is therefore, required to pay a fixed sum for energy
generation/purchase, even if he does not consume electricity at the
contractual level. The levy of minimum charges has been upheld legally,
and is being used in several statesnable the utility to recover a part of
fixed cost. The difference between levy of fixed charges and minimum
charges is that while fixed charges are charged from consumer
irrespective of consumption the minimum charges comes into effect only
when the lill amount is less than certain prescribed amount. If the
minimum charges are not levied than there will be increase in some other
charges as the utility has to recover on its prudently incurred cost from
O2y adzy SNIw¢

3.16.7 The Licensee submitted that, thereforehese charges are logical and
necessary.
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C)¢KS /2YYA&aaAz2yQa +ASgY

3.16.8 The Commission has taken note of the objections / suggestions made by the
stakeholders in this regard. Further, the Licensees in its submission have
provided the justification towards the rathale for imposition of such charges.
The Commission has considered the same and the details of all the aspects
have been covered subsequently in Chapter Tariff Philosophy and Rate
Schedule provided in this Order.

3.17 FIXED CHARGES AND ENERGY CHARGES
A) Comments/Suggestion of the Public

3.17.1 Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of
U.P, and Mr. Bhuvesh Kumar Aggrawal, National Chamber of Industries and
Commerce, UP, submitted that it has been proposed to increase fixed charges
from Rs 75 to Rs 90 / kW / month in case of EM&hd from Rs. 200 / kW /
month to 225 / kW / month in case of LM& The existing slabs for energy
charges from LMAL and LMV2 are also proposed to be revised, from existing
four slabs to three slabs, by cloing existing two slabs (fromI60 and 151
300). This will also increase the rates for consumers who consume less power,
as depicted below:

LMV-1

0-150 Rs4.00to Rs 4.7 18.75%

151-300 Rs 4.50to Rs 4.7 5.55%

301-500 Rs 5.00to Rs 5.5 10.00%

501onwards| Rs 5.50 to Rs 5.7 4.55%

LMV-2

0-150 Rs 6.00to Rs 6.7 11.67%
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3.17.2

3.17.3

3.17.4

3.17.5

3.17.6

LMV-1

151-300 Rs 6.50 to Rs 6.7 3.08%
301-1000 Rs 6.80to Rs 7.1 4.41%
>501 Rs 7.10to Rs 7.2 2.11%

In view of the above, he requested the Commission to reject the proposed
change irenergy charges slab structure for LMI\and LMV2.

Mr. Vijay Bansal, President, Udyogik Asthan Vikas, submitted that demand

charges should be as per electricity supplied. After supply for onliltdours,

demand charge should not be levied again.

Dr. Padeep Garg, Garg Nursing home & Ray clinic, submitted that, sanctioned
load is not well defined in Electricity Act, 2003 and Distribution Code.
Provisions of fixed charges are not well defined, and its implementation lies in

sole discretion of CommissiorHe submitted that sanctioned load based

charges are levied from ordinary consumers. Earlier, in IE Act 1910, sanctioned
load charges were imposed to protect the system for overloading. This is not

required as of now, due to various technical improvemerfsirther, he

submitted that contracted and sanctioned load allocation is forced by
authorities and ratio of load based fixed charge and unit based charge in bills

have increased a lot.

aNX DKIyakKely YKIFIYyRStgltz
that, in the proposed tariff for H\2, there is no increase for Fixed Charges for
any type of Voltage Supply but, if fixed charges are compared with the rates
for 200809, higher imrements in fixed charges for higher voltages was

observed.

al yI 3Ay3

He also submitted that, in the proposed tariff for 2Yper unit charge for all

voltage levels was increased by 35 paisa per unit. It was observed that there

are higher increments in energy clgas for higher voltages. For higher

voltages T&D losses are less, there is no possibility of theft and the consumer
has to bear the costs of construction of the substation also. So, the charges

should be less comparatively.
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3.17.7

3.17.8

3.17.9

3.17.10

3.17.11

Mr. D.S Verma, Indian Industsiédssociation submitted that, clause 16 of the
petition states to withdraw demand benefit to consumers having contract load
of 10kw who are using DSM (Demand Side Management) measures is
completely unjustified.

Mr. D.S Verma, Indian Industries Associatisnbmitted that, two part i.e.
fixed charges, energy charges and TOD tariffs, is justified for consumers with
load above 1 MW because supply to such consumers are on a continuous
basis. In SMEs (loads of Lid\& H\/2), supply of power is hardly 1 hous a

day. Moreover, supply and consumption hours do not match. So, fixed charges
levied are distributed on energy units consumed in onfy/Hours per day.

Members of Jan Shakti Morcha ,Vidyut Upbhogkta Sangh, Members of RWA
Federation, Ghaziabad and Mr.iskhu Bhagwan Aggrawal, President,
Associated Chambers of Commerce and Industry of U.P, Chapter Agra,
submitted that, fixed charges should be stopped completely, only energy
charges should be levied because people do not get supply of electricity8for 6
hours continuously even on demand. If this is not possible, then if demand of
consumer is not met then, fixed charges should be reduced by 35% for every
kKW.

Mr. Vidyadhar Malviya, Samajvadi Party, Loktantra Rakshak Senani submitted
that, fixed charges shodlbe fixed at Rs 200 per kW, and energy charges
should be removed. There should be provision of submission of bills at shops,
like mobile recharges.

Dr. Pradeep Kumar Garg, Dr Garg Nursing Home & Ray Clinic, submitted that,
depreciation is allowed and adden the unit cost is consumed for repayment

of loans. Further he submitted that, the tariff order neither decides nor denies
that system loading charges/ assessment of bills and other miscellaneous
charges are not incorporated in the petition.

B) PetitonerQa wSalLR2yasSy

3.17.12

The Licensee has submitted that the modifications in the Electricity Supply
code are not within the scope of the current ARR and Tariff determination
proceedings.

Page60



S f Determination of ARR anthriff of MVVNLfor
FY 201816 and Trueup of FY 20123

3.17.13 Two part tariff towards fixed charges and energy charges is proposed as fixed
charges are towards the network cost and operations and maintenance cost
and energy charges are recovered towards cost of power purchase.

3.17.14 The Licensees submit that fixed charges are part of tariff and are levied for
developing the required infrastructure artd meet the expenses incurred to
maintain the supply at all the times. These charges cannot be withdrawn, as
they are levied as per provisions of Electricity Act, 2003. In the Tariff Order for
FY 200203, the Commission has defined the said charges aswel

GCAESR kx 5S8SYlIYyR /KINBS Aa YSIyid G2 R
fixed costs while Energy Charges is meant to meet the running expenses
i.e. fuel cost / variable portion of power purchase cost, etc. A Licensee
requires machinery, plant equipmemstubstations, and transmission lines,
etc., all of which need a large capital outlay. For this purpose it has to
raise funds by obtaining loans. The loans have to be repaid with interest.
In the total cost, provision is also to be made for depreciabon
machinery, equipment and buildings, plants, machines;ssations and

lines that have to be maintained. All these activities require large staff
and their related cost. These costs are largely fixed in nature and are
levied as a part of tariff to re@S NJ 4 dzOK O2a i a o¢

3.17.15 It has been further mentioned in the said order that:
G¢KS YAYAYdzy OKINHSa FNBE NBO2OSNBR |
energy for the consumer to the extent of contracted demand. If the
consumer does not avail of it, energy cannotsbered or preserve. The
consumer is therefore, required to pay a fixed sum for energy
generation/purchase, even if he does not consume electricity at the
contractual level. The levy of minimum charges has been upheld legally,
and is being used in sevesthtes to enable the utility to recover a part of
fixed cost. The difference between levy of fixed charges and minimum
charges is that while fixed charges are charged from consumer
irrespective of consumption the minimum charges comes into effect only
when the bill amount is less than certain prescribed amount. If the
minimum charges are not levied than there will be increase in some other
charges as the utility has to recover on its prudently incurred cost from
O2y adzy SNIw¢
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3.17.16 The Licensees submitted that thixdd charges constitute around 40% of the
total expenses of the distribution licensees. However, the revenue assessment
from fixed charges is less than the 40% of the total expenses of the distribution
licensees.

C)¢KS /2YYAaaArzyQa +ASg Y

3.17.17 The Commission has taken note of the above objections / suggestiads by
the stake holdersn this regards. Fixed / Demand Charge is meant to defray the
capital related and other fixed costs. A distribution Licensee requires
machinery, plant equipmentsub-stations, and transmission lines etc., all of
which need a large capital outlay. Laying down the said infrastructure requires
funds which are raised either through debt or equity; both of which come at a
cost. Further debt funds are to be repaid amguéy has to be serviced through
return. In the total cost, provision is also to be made for depreciation on
machinery, equipment and buildings, plants, machines-sabons and lines
that have to be maintained. All these activities require large saff their
related cost. These costs are largely fixed in nature and are levied as a part of
tariff to recover such costs. The Commission has, only after considering the
interest of consumer as well as of the Licensee, approved the hike in fixed
charges ag reflects cost of supply.

3.18 ELECTRICITY DUTY AND SECURITY DEPOSIT
A) Comments/Suggestion of the Public

3.18.1 Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of
U.P, submitted that security deposit should be taken from consumers for one
month or 45 days only and not for two months. Association of Steel Railing
mills and furnace submitted that, from September 13, 2012 onwards,
electricity duty increased from 0.09 paisa to 55 paisa, i.e. by 75%. As a result,
duty increased by 6 times. It is fugh suggested that, electricity duty should
be reduced, to make the industrial units viable.
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B)t SGAGAZ2YSNDa wSalLkRyas

3.18.2 The Licensee submitted that electricity duty is payable to State Government
and its chargeability and rates are not governed by the TardeO

3.18.3 The Licensee further submitted that interest on consumer security deposit is
being given to consumer as per the Order of the Commission. The provisions
related to security deposit and the interest payable on the same are amply
clear and are dealt wht in detail in the Distribution Tariff Regulations. Such
provisions are being followed in letter and spirit by the Licensees.

3.18.4 However, in case any specific discrepancy is brought to the notice of the
licensee, it is immediately rectified and consumer edaed with the interest
2y O2yadzYSNNa aSOdzNAdGe RSLIAAGOD

A

C)¢KS /2YYAadaaAirzyQa +*ASsY

3.18.5 Matters related to electricity duty exemption relate to GoUP and the
stakeholders desiring any such favours may approach the GoUP along with
their proposal.

3.18.6 The provisions raked to security deposit and the interest payable on the same
are amply clear and are dealt with in detail in the Distribution Tariff
Regulations, 2006. It needs to be followed in the same spirit by both, the
Licensee as well as the consumers.

3.18.7 The Commisen in its earlier Orders has directed the Licensee on the above
matter and it once again directs the Licensee to pay the applicable interest on
security deposit as per the Orders of the Commission and submit the
compliance report with the next ARR filingcensees are directed to ensure
the timely payment of the interest on security deposit to the consumers.

3.19 HIGH COST OF POWER PURCHASE

A) Comments/Suggestion of the Public
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3.19.1

3.19.2

3.19.3

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha
Parishadsubmitted that power purchase cost is most important component of
the ARR of the Licensee. He submitted that the power purchase cost projected
by the Licensees for Bajaj Plant is Rs. 6.96 / Unit whereas from Rosa Power
Project is Rs. 6.02 / Unit. He subiad that these projected costs are too high

and requested the Commission to set up a committee to investigate into the
matter. He also added that burden of costly power purchase which has been
kept out in merit order approved in the Tariff Order FY 2Q@%54hould not be
passed on to the consumers.

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha
Parishad, submitted that the Licensees have filed their ARR / Tariff Petitions for
FY 2015816 in which the fixed cost submitted by the Licenseas Lfalitpur
power project is Rs. 1.40 / Unit and variable cost is Rs. 1.98 / Unit. He further
submitted that, the Licensees on the other hand on May 1, 2015 has submitted
the petition for provisional tariff determination of Lalitpur power project
wherein t has considered the fixed cost as Rs. 2.38 / Unit and variable cost as
Rs. 3.47 / Unit which is completely different from the cost submitted in its ARR
petition. In this regard, he requested the Commission to look into the matter
and take appropriate aati.

Mr. Ritesh Kumar Singh, Energy Manager, for Indus Tower Ltd, submitted that,
power purchase costs for two specific power sources are mentioned below:

FY 201415 FY 20151L6
Source Qty of Power | Cost per unit Qgrgisrcg;er Cost per
Procured (MU) (Rs) (MU) unit (Rs)
Total from IPPs anc 25593 4.63 35953 4.28
JVs
Cogeneration and 7004 4.89 7717 4.96
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3.19.4

3.19.5

3.19.6

He submitted that it is inexplicable as to why utility is procuring nearly 43,670
MU of power from expensive sources, as mentioned abiveighted average

cost of procurement from these two sources is Rs 4.40 / unit, whereas utilities
could also procure cheaper power from sources like NHPC, i.e. at Rs 3.43/unit.
Hence, the Commission is requested to disallow these high costs and direct the
Discoms to purchase at reasonable rates.

Vidyut Upbhogkta Sangh, Mr Rajprakash Sharma, Mr Devendranath Mishra, Mr
Rajkumar Vajpayee and Members of RWA Federation, Ghaziabad suggested
that, costly power purchases should be stopped. Further it was submitiz t

since power purchase costs are linked to capital costs of projects, there are
cases where increase in capital costs was due to negligence of the Govt. In case
of Anpara thermal power plant, land acquisition was delayed by the Gowt, for
which Govt hado pay 40 times the price of the land. Such costs in the long run
are transferred to the consumers, through electricity bills.

Mr. Dinesh K Makked submits that, Discoms should purchase power from
energy exchanges.

B) t SGUAUAZ2YSNIDa wSaLRyas

3.19.7

3.19.8

The Licensee subtted that most of the power purchase is being done under
long term PPA from generators which have been duly approved by the
Commission. The short term power purchase is being done under competitive
bid route after due approval of the Commission. The pofs@m exchanges is
being procured to ensure that the scheduled roster is maintained and the
consumers are provided quality powddowever, merely reliance on power
exchanges cannot be done as they are not assured sources of power.

The Licensee submitted that the ARR and Tariff Petition for FY-IB)Was

filed by the Distribution Licensees on December 8, 2014. The fixed charge
projected in the ARR Petition from Lalitpur TPP was based on a capital cost of
Rs. 11,848 Crore (includingargin money) which was intimated by the Lalitpur
Power Generation Company Limited (LPGCL). The Licensee submitted that
subsequently, the project cost was revised and also approved by the lenders to
the tune of Rs. 17,295 Crore. The LPGCL had also fikediteon in the last
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qguarter of calendar year 2014 for-principle approval of the Ceiling Capital
Cost.

3.19.9 The Licensee submitted that subsequently, the UPPCL appointed an
Independent Expert Committee to appraise the ceiling capital cost of LPGCL.
The expe committee submitted its report in or around the end of the month
of March 2015 and recommended a project cost of Rs. 16,006.15 crore for
Lalitpur TPP.

3.19.10 Subsequently, the LPGCL has filed a Petition for Determination of Provisional
Tariff on May 1, 2015 wdrein it has prayed for a fixed charge of Rs. 2.38 per
unit and energy charge of Rs. 3.47 per unit.

3.19.11 Thus, there are two petitions pending before the Commission in the matter of
Lalitpur TPP i.e. petition for approval of the Ceiling Capital Cost and pdttio
determination of Provisional Tariff. Further, it is imperative to submit that the
provisional tariff for Lalitpur TPP would be determined by the Commission in
terms of Clause 5(3) of the UPERC (Terms and Conditions of Generation Tariff)
Regulations,2014 which provides for determination of tariff based on the
actual capital expenditure incurred.

C)¢KS /2YYAaaArzyQa +ASgY

3.19.12 As regards high power purchase cost, the Commission has taken the matter
seriously and had asked the Licensee to submit the actuaéppurchase data
for FY 201243, FY 20134 and FY 20145 (till December). Based on the
submission made by the Licensee the Commission has done prudence check
and has determined and approved power purchase plan as detailed
subsequently in this Order.

3.19.13 Sine, the tariff of the Lalitpur power plants is yet to be determined by the
Commission, the Commission has provisionally approved the fixed and energy
charges of these plants as per the submission of the Distribution Licensee
subject to truing up.

3.20 TARIFF FORAJ TRAPEZIUM ZONE

A) Comments/Suggestion of the Public:
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3.20.1 Dr. Anil Chaudhry, submitted that, from October 10, 2014 onwards tariff for
farmers in the Taj Trapezium zone and Bundelkhand, has been increased twice
the current rates. He submitted the concerns regarding uninterrupted power
supply and 24 hours power sply for farmers in the state.

B)t SGIAGA2YSNDa wSalLRyas

3.20.2 The Licensee has submitted that the hours of supply is normally as per
schedule, however sometimes it may be less than that of schedule hours due
to emergency rostering which is beyond the control af tticensee.

3.20.3 The Licensee states that complaints of quality of supply, turnaround time for
fault repair, etc. are not related to present tariff Petition. However it assures
that these issues will be dealt by the concerned local officers of the Discoms.

3.20.4 Regading, the demand supply gap, the Licensee states that it is endeavouring
to reduce the distribution losses. Capacity augmentation is being planned by
the State Government. The growth in the capacity addition has been
outnumbered by the growth in the deman

3.20.5 The Licensee submits that Bundelkhand is supplied more power in view of the
development needs of the region and considering its backwardness. However,
any relaxation or special tariff dispensation would create discontent among
other consumers of the Sta.

C)¢KS /2YYAaaAz2yQa +ASg

3.20.6 The Commission has taken note of the above objections / suggestions made by
the stakeholders in this regards and has appropriately designed the Tariff as
detailed in Tariff philosophy and Rate Schedule provided subsequentlysin th
Order.

3.21 RECOVERY OF ARREARS

A) Comments/Suggestion of the Public
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3.21.1 Mr. Vishnu Bhagwan Agarwal, Chairman, Agra Chapter, ASSOCHAM, U.P, and

3.21.2

3.21.3

Vidyut Upbhogkta Sangh submitted that there is a colossal amount which is
due against Govt. departments, that is unrgeced and action should be taken
on priority to recover the losses.

Dr. Pradeep Kumar Garg, Dr Garg Nursing Home & Ray Clinic, submitted that,
very huge and regularly increasing past arrears are observed and if these
arrears are recovered then, excess cdidw can be utilized to purchase
cheaper electricity.

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha
Parishad, submitted that if the existing arrear on consumers should be realised
then no tariff hike is required.

B) ¢ KS t S {(Redpbde/ SNID &

3.21.4

3.21.5

The Licensee has submitted that arrear in the books of accounts include a huge
amount against the consumers whose permanent disconnection are pending
for final settlement. Further in the past, One Time Settlement schemes were
launched, wherein ol@rrears were settled but isomecases the arrears are

still shown in commercial records. Moreover trup petitions up to FY 2012

13 have already been filed on the basis of audited accounts so that yearly
calculation which will depict the correct picturef the revenue and
expenditure. The Tariff and Trug Petitions have been filed in accordance
with the Tariff Regulations. The burden of arrears and the recovery thereof, if
any, would have no impact of the allowable Twye and ARR of any year.

Further,the ARR / Tariff would be determined by the Commission based on
audited accounts of @") year which reflect true and fair view of the financial
transaction. Further this exercise will be carried on yearly basis which will take
care of the concern of # stakeholders. The tariff of the Licensees is
determined on accrual basis. The past dues cannot be treated as income of the
Distribution Licensees. Thus, it will have no effect on determination of tariff.
The electricity charges are recognized as incomeeahe bills are raised on
accrual basis. Hence they cannot be recognized as income source when arrears
are collected. The Commission fixes the tariff on accrual basis and not on the
cash basis. Treating the realization of arrears as income would amount t
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double counting of income. Therefore, it cannot be treated as income again on
NBIFfATFiA2yd ¢KAA A&daadzsS KFa oSSy Tl AN
judgment in Appeal No. 15 of 2012 and Appeal No. 152 of 2011.

C)¢KS /2YYAaaArzyQa +ASgY

3.21.6 The Commision agrees with the views of the Licensees that the recovery from
past dues cannot be treated as income of the Distribution Licensee and further
treating the realization of arrears as income would amount to double
accounting of income as also establisiie@ (KS 1 2y Q6tS 1 ¢9 Ay

3.21.7 The Commission has ensured that Truiqgand Tariff determination has been
done in accordance with the philosophies and principles laid in the Distribution
Tariff Regulations, 2006 and the past Orders of the Commiskidhe True up
Sections of this Order the Commission has also conducted revenue side Truing
up, which has ensured that the burden of poor collection efficiency and
consequent larger arrears is not passed on to the consumers.

3.22 METERING AND BILLING
A) Commaents/Suggestion of the Public

3.22.1 Mr. Rakesh Goyal, President, Samparn Sankalp Samiti, submitted that, in
certain areas of Lucknow, halogen lights, electric heaters for cooking are used,
and these connections are not metered. In absence of proper metering at 11
kV substations, accounting is impossible. All figures relating to losses and theft
are based on unsubstantiated consumption. Hence, these losses should not be
passed on to the consumers.

3.22.2 Dr. P.K Garg submitted that by use of Information Technology tlueseim the
data submitted by the Licensees could be minimized. He also suggested various
measures that can be taken by the Licensee such as sending of the bills to the
consumers by SMS on allocated mobile numbers and generation of bills
automatically by sfiware on basis of line meter reading / SMS meter reading.

3.22.3 Mr. Atul Bhushan Gupta, President, Indian Industries Association submitted
that, through Govt circular No. 4218/811.3.99.42 miscellaneous 199 dated
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14.12.2000 multiplexes were kept in industrizdtegory. But since last few
months electricity bill is coming as per commercial category. Hence, he
requested the Commission to put the multiplexes in industrial category.

3.22.4 Mr. D.S Verma, Indian Industries Association submitted that, unmetered
supply of power to consumers should be stopped. Since FY -2000
Commission has been stating that Discoms should meter all consumers, in
order to ensure energy auditing and promote good accounting practices he
requested the Commission to put an end to this process.

3.22.5 Mr. D.S Verma, Indian Industries Association submitted that, where TVM /
Electronic meters are installed, maximum demand is recorded, the fixed /
demand charges should be applicable at 75% of the contracted load or
maximum demand recorded whichever is limig. This is proposed as
consumers apply for loads much more than their actual consumption and have
to pay unnecessarily for excess contracted load.

3.22.6 The General Manager, BSNL submitted that, it has become very inconvenient
for consumers as Electricity Bithre not distributed timely manner and bills are
raised with wrong category with higher amounts. Further, he submitted that
non-payment of these high bills results in disconnection of electricity.

3.22.7 Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidpihdktha
t I NAAKFR Ol tw+! to0oX adzomYAOUGGSR GKFGEZ Fa
rural consumers and commercial consumers whose load is within 2 kW will pay
as per old tariffs till 31.03.2015. He submitted that almost 50 lakh consumers
belong to this ceegory and while giving new connection to these consumers
the Discoms have already collected the cost of meters. He submitted that the
Discoms are at fault for not installing meters according to Section 55 of
Electricity Act, 2003, beyond the stated timerd. So, the tariffs should not
be revised till next tariff order. He also added that 100% metering and
availability of meters in open market outlets is not complied by Discoms.

3.22.8 He contended that Discoms are charging as per new tariffs to rural unmetered
O2yadzYSNEX S@OSy FFGSNI /2YYA&aaAz2yQa RAN
taken against them, according to section 142 of Electricity Act, 2003.
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3.22.9 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
adzo YAGUSR GKIF(G &SdziNI ARRANK KN2 IAK BaKRel y
consumers were to be given new connection. He added that till March 16,

2015 in MVVNL 6,23,643 new connections were given out of which only
1,64,184 were given metered connection. He further contended that

normative blling done by Discoms for unmetered consumers is not correct and
the consumers are charged almost 155 units per kW. He submitted that
Discoms recover the meter charges along with new connection, but during
installation they again charge the consumers.

3.22.10Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
also submitted that there is inconsistency in the tariff for L®\¢ategory of
consumers.

3.22.11Mr. S.B Aggarwal, Advisor, ASSOCHAM, UP, and Vishnu Bhagwan Aggrawal,
National Chamber of Indusés & Commerce, UP, submitted that, Commission
is already aware of the billing fraud of approximately Rs. 1000 Crore,
committed by the Discoms, putting power companies and Govt of UP in loss.
Extensive action should be taken against the culprits, anchéurtevision of
tariffs can be controlled if such corruption is controlled.

3.22.12Mr. Ritesh Singh, Energy Manager, for Indus Tower Ltd, requested the
Commission to consider the proposal of compulsory installation of AMR
meters and roll out consolidated billinfpr large consumers with multiple
connections. Such measure would drive the efficiency of the Discoms by way of
savings in meter readings and billing cost while ensuring accuracy.

B) ¢KS t SUAGA2YSNDa wSalLkRyas

3.22.13The Licensee has undertaken a slew ajokernance initiatives which are
aimed at higher revenue realization, better consumer satisfaction and
maintaining the highest standard of professionalism and ethics in the
organization. The key initiatives submitted by Licensees have been detailed
below:

BILL PXMENT OPTIONS

Pagerl



Determination of ARR anthriff of MVVNLfor
FY 201816 and Trueup of FY 20123

The Licensee has introduced several new payment options for consumers.
These include:

ONLINE BILL PAYMENT

Consumers can log on to the company website to pay electricity bills to pay
electricity bills through a payment gateway or net banking.

PAYMENT THROUGH MOBILE PHONES

Customers can pay, accept and transfer money through mobiles handsets and
F£f (KSPG/Mabies/Idadlines act as a pediftsale terminals. There
are various options to pay through phones.

CALLING ON THE HELPLINE NUMBER (THROUGH IVRS)

Through this system, customers can call on the numbers provided for bill
payment. The call will land othe interactive voice response system (IVRS)

which captures the consumer number and card information, and connects to
5Aa02YQa olyl LIe&YSyd 3IlLaSglre FT2N LINRO
payment authorization, the IVRS updates the payments debtailthe master

server.

DIRECT MOBILE BASED PAYMENT SERVICES

¢CKNRdzZAK GKAA aeadsSysx OdadG2YSNaR 23 2y
bill payments after downloading it. The mobile application captures the

O2y adzYSNNa ydzyo SNJ I yR sOmeNJAnd Eofirfe@sNdy | (0 A 2 Y
5Aa02YQa olyl LIe&YSyd 3IlLaSglre FT2N LINRO
payment authorization, the mobile system updates the payment details on the

master system.

SMSBASED PAYMENT SOLUTION

Under this system, customers initiatke payment request through SMS. The
server sends a message to the customer on the registered mobile number as
the payment confirmation receipt for every successful transaction. The system
also sends SMS alerts to customers for the due date for bill patytoeavoid
uninterrupted services as well as for payment confirmation.
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PAY FROM HOME

Consumers can make cheque payments through the billing agblecyneter
reader, who generates bills for consumers through hand held machines at their
doorstep. A han¢held-generated receipt is provided to consumers. Besides
the aforementioned methods of revenue realization, increasing the customer
base by providing easy access to new connections is important. The launch of
singlewindow services is an initiative towardssrend.

CONSUMER INTERFACE

The basic concern of the consumers of any power distribution company is
uninterrupted supply. The electricity demasstdipply gap being critical issue in
India, most of the utilities fail to ensure uninterrupted supply. This causes
consumer dissatisfaction and lack of trust for the concerned officials. The
unavailability of correct information related to the cause and expected time of
interruption adds to customer concerns resulting from local faults, which take
hours to be restoredMoreover, at times, related queries are not adequately
addressed by substation staff, which results in law and order issues.

3.22.14To address these issues, Discoms have launched an initiative, Urja Mitra, which

seeks to povide information about power rostamng / cuts / breakdowns /
shutdowns to consumers on their landline / mobile phones and establish
mutual trust between citizens and distribution officials

3.22.15The Licensee submitted that any scheduled / unscheduled rostering /

breakdown are reported to the cerdl control room. The call centre operator
selects the specific substation or the 33kV/11kV feeder in the case of
breakdowns and the entire area for rostering. Consumers of the concerned
area are automatically selected by the software and as soon as a codhima
given, SMS alerts and voice calls are sent to them.

3.22.16Therefore, the message provides specific breakdown information to the

concerned customer along with the expected time of power supply
restoration. These SMS alerts are sent on 24x7 bases to alteaffeonsumers,
while voice calls are sent only during the day.

3.22.17The Licensee submitted that efforts are being made to cover the remaining

customers through billing agencies / division offices. They can also log on to

Pager3



S f Determination of ARR anthriff of MVVNLfor
FY 201816 and Trueup of FY 20123

the KESCO web site and register theiompe numbers for availing of these
services. There has been a positive response to the initiative. Customers are
enrolling themselves to access information via Urja Mitra and there has been a
reduction in general complaints about the behaviour of divisigubstation
officials during power interruptions as well as law and order issues.

DEDICATED 24X7 CALL CENTRE

A centralized call centre has been launched to improve customer services,
increase staff efficiency and provide a singiedow clearance mechasin for

all customer complaints. The call centre is designed to address consumer
complaints regarding power outages, wrong billing, payments, metering, etc.

3.22.18The Licensee submitted that the redressal time frame for different complaints
categories range frorfour hours to 15 days, and unaddressed complaints are
forwarded to every subsequent higher officials till being addressed. The
software also generates MIS reports of the lodged and solved complaints as
well as officerwise defaulter lists, which are monited at the highest level.
This system is also integrated with SMS facilities for consumers/officers at the
time of registration as well as redressal.

3.22.19With regard to the tariff for multiplexes, the Licensee submitted that any move
to reduce the tariff of sah consumers would hurt the Licensees who are
already reeling under severe financial crisis. No subsidy is being received from
the State Government towards such multiplexes. Hence, any reduction in their
tariffs would be uncovered gap for the Licenseese Thoss subsidy is within
the threshold limits prescribed under the Tariff Policy. The tariff has been
LINELR2ASR Ay fAYS gAGK (GKS ¢FNATT
Commission, the National Tariff Policy, 2006 and the Electricity Act, 2003

3.22.20The License submitted that the Commission has embarked upon the glorious
intention of 100% metering in the state of UP. In view of the same, a target of
metering was given to the Discoms in the Tariff Order for FY -2614
{dzo aSljdzSyd G2 GKS RKandsSanAt PidcondsBtaried S
an extensive drive to meter the umetered consumers. The Discoms under
the said drive metered around 24 lakh consumers.
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3.22.21Thus, it is demonstrated that the Discoms are duty bound to achieve 100%
metering and are strictlyfof 2 6 Ay 3 GKS Ay adNHzOGA2Yya

3.22.22The Licensee submitted that following tariffs were applicable on PTW
consumers for the FY 20413:

(A) For consumers getting supply as per Rural Schedule:

(i) Un-metered Supply

Fixed Charge EnergyCharge
Rs. 100/BHP/month NIL

Consumer under this category will be allowed a maximum
lighting load of 120 Watts

(i) Metered Supply

Fixed Charge Minimum Charges Energy Charge

Rs. Rs.75/ BHP/month Rs. 1.00/KWh®
30.00/BHP/month

(B) For consumers getting supply as pdrban Schedule(Metered Supply)
including consumers getting supply through rural feeders exempted from
scheduled rostering or through egenerating radial feeders in villages and

towns.

Fixed Charge Minimum Charges Enegy Charge
Rs. 55/BHP/month Rs.140/ BHP/month Rs. 4.00/KWh

3.22.23The above tariffs for LME were revised by the Commission as below for the
Financial Year 20145:

(A) For consumers getting supply as per Rural Schedule:

(i) Unmetered Supply
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Fixed Charge Energy Charge
Rs. 100/BHP/month NIL
Consumer under this category will be allowed a maximum lighting loa
120 Watts

(i) Metered Supply

Fixed Charge Minimum Charges Energy Charge
Rs. 30.00/BHP/month Rs.75/ BHP/month Rs. 1.00/KWh

(B) For consumers getting supply as pdrban Schedule (Metered Supply)
including consumers getting supply through rural feeders exempted from
scheduled rostering or through eagenerating radial feeders in villages and
towns.

Fixed Charge Minimum Charges Energy Charge

Rs. Rs.220/ BHP/month Rs. 5.00/KWh
55.00/BHP/month

3.22.241t is apparent from the above that while there was no change in the tariffs of
LMM5 consumers getting supply as per rural schedule, the minimum charges
and the energy charges for metered consumers getting supply as per urban
schedule were revised upwardince, TTZ / Bundelkhand areas are being
supplied approximately 18 hours of supply tariffs as per urban schedule
became applicable on LMY consumers under these areas.

3.22.25Since there is huge difference in the tariffs of L-B¢onsumers being provided
supplyas per rural schedule and urban schedule, representations protesting
the hike in tariff were received from LM¥consumers in rural areas from TTZ/
Bundelkhand. The Commission after hearing the stakeholder subsequently vide
order dated 5 February 2015, vised the tariffs applicable for LMY
consumers getting supply as per urban schedule as below:
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Fixed Charge Minimum Charges| Energy Charge

Rs. 55.00/BHP/month | Rs.160/ BHP/month Rs. 5.00/KWh

3.22.26The same tariffs are presently applicable to consungating supply as per
urban schedule.

3.22.27The tariffs as specified by the Commission vide order dated February 5, 2015
are presently applicable to consumers getting supply as per urban schedule
under TTZ / Bundelkhand area. Now the Commission has resolvedsine
taking into stock various representations and the present tariff proposal is in
O2y F2NXNAGRE GAGK [/ 2YYAaaArzyQa LINBaONR LI
be determined in this matter.

3.22.28The Licensee submitted that the Tariff for Lifeline conswmbas been
proposed to with the objective thatomsumption norms for Lifeline / BPL
Category consumers are in accordance with otBéstes and in Compliance
with the Tariff Policy. The Licensee also submitted that it has attempted to
move towards 50% of thCost of Supply as envisaged in NTP.

3.22.29The Licensee submitted that Clause 8.3(1) of the Tariff Policy, 28 that

dn accordance with the National Electricity Policy, consumers below poverty
line who consume below a specified level, say 30 unitsnpeth, may receive

a special support through cross subsidy. Tariffs for such designated group of
consumers will be at least 50% of the average cost of supply. This provision will
bereSEF YAYSR | FGSNI FAOS &SI NB d¢

3.22.30 Electricity consumption of any consumer directly proportional to hours of
supply. Units for provisional billing therefore need to be adjusted to hours of
supply. It has been the endeavour of the Licensee to provide increased hours of
supply to all consumers in the State. Due to focused effoft&JPPCL, the
average supply hours of rural consumers have increased from 8 to 14 hours per
day. Unmetered consumers in rural areas are billed on flat rate basis,
accordingly, the provisional units fixed for booking against such consumers is
totally for academic reasons and for proper accounting of distribution as well
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as AT & C losses of a particular area. Since, such treatment does not harm the
interest of consumers in any manner historically the provisional units have
been fixed by the Corporation cadgring it to be an executive function and
matter has never been referred to the Commission. Even in past, such orders
indicating provisional billing was issued by UPPCL and Commission never
sought any justification regarding the same.

C)¢KS /2YYViewa A2y Qa

3.22.31 The Commission has taken note of the objections / suggestions made by the

objectors, on other hand it also appreciates the endeavours made by the
Licensees to provide better consumer service and various otlggvernance
initiatives for consumer besfits.

3.22.32 As regards the objections related to individual objectors for settlement of bills

etc. the Commission has taken a note of all such objections, however, the
Commission is of the view that such objections do not specifically pertain to
the ARR and T#i related matter. The licenseeare directed to look into the
matter and take appropriate actions on the same.

3.22.33 Further, the Commission has also passed a-3dotu Order on May 29, 2015

in the matter of Provisional Billing in case of defective metersofnitive
Consumption for Umetered consumers wherein the Commission has given
appropriate direction to treatment of defective meters / Normative
Consumption for Unmetered consumers.

3.23 REDUCED SUPPLY HOURS

A) Comments/Suggestion of the Public

3.23.1

3.23.2

Mr. AvadheshKumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
submitted that, the tariffs should not be increased as supply hours are not
increasing.

Mr. Saheb Singh Chauhan, Bhartiya Kisan Sangh, submitted that, electric supply
for urban areas is 24 hourg higher rates and for rural areas is 18 hours at
lower rates. He added that Bundelkhand is classified as urban area instead of
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rural but supply is provided less than 24 hours. Further, he submitted that the
farmers in this area cultivate the rabi crops few months and are charged as
compared to other areas. Hence, he requested the Commission to consider the
plight of the farmers in Bundelkhand and take actions accordingly.

B)t SGIAGA2YSNDa wSalLRyas

3.23.3

3.234

The Licensee submitted that ARR is prepared as per theadetogy provided

in Distribution tariff Regulation 2006 which clearly say that while making sales
forecast the distribution licensee shall first assess the maximum availability of
power at economic rates for the ensuing year and then accordinghdpest
hours of supply to different category of consumers. In the ARR, sale forecast is
prepared after considering all the parameters including the supply hours. The
detail of which is already been provided in the ARR. The Licensee submits that
the Annual RevereiRequirement is being determined in accordance with the
Tariff Regulations framed by the Commission. The tariff is being proposed to
recover the gap between the Annual Revenue Requirement and the revenue at
current tariffs. As there is a significant gagtWween the ARR and the Revenue
Assessment, hence a marginal tariff hike is being proposed to mitigate a
portion of the revenue gap.

The Licensee has submitted that Bundelkhand is supplied more power in view
of the development needs of the region amwnsidering its backwardness.
However, any relaxation or special tariff dispensation would create discontent
among other consumers of the State.

C)¢CKS /2YYAaaArzyQa *ASgY

3.23.5

The Commission has noted the objections / suggestions of the stakeholders in
this regads. The details related to all the aspects of Tariff design has been
discussed in Chapter named Tai#hilosophyand Rate Schedule provided
subsequently in the Order.

3.24 OPEN ACCESS

A) Comments/Suggestion of the Public
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3.24.1 Mr. P.K Maskara, Director, The Mahabite Mills Ltd, submitted that, open
access is not encouraged by UPPCL. One of the units in Mahibir Jute Mills,
completed all requirements of metering and then got permission as third party
independent buyer on 33 kV. But, due to heavy imposition of trassion loss,
transmission charge, wheeling loss and charges, availing of power under open
access becomes unviable.

Byt SUAGA2YSNIDa wSaLRyas

3242 ¢KS [AOSyasSSQa IINB O2YYAUGSR G2 O2YLX &
Act, 2003 and the regulations framed®yK S | 2y Qoft S / 2YYAaaAz2y
is being provided as per the extant guidelines and policies framed by the
Commission.

A

C)¢KS /2YYA&aaAz2yQa +ASs
3.24.3 The Commission has taken note of the above objections / suggestions made by
the stakeholders in this regardshd details of the charges applicable to open

access consumers along with the wheeling losses approved by the Commission
have been discussed in subsequent Chapter titled Open Access Charges.

3.25 AUDIT OF ACCOUNTS
A) Comments/Suggestion of the Public

3.25.1 Mr. D.SVerma, Indian Industries Association submitted that, ARR FY-I&)15
on behalf of Discoms may be rejected on the grounds that previous years
accounts of Discoms have not been audited. There are no estimates /
projections notified to the public about expessand incomes.

3.25.2 Members of Jan Shakti Morcha, submitted that, CAG audit should be done in
UP, like that of Delhi, and profits for Discoms should be capped. This will result
in reduction in tariffs.
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3.25.3 Mr. B.N Gupta, Secretary, Associated Chambers of Comn8eloglustry of
U.P, submitted that, accounts of Discoms should be properly audited. Metering

of all connections to be done and no free supply of electricity should be given
to consumers.

3.25.4 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Barisha
submitted that ARR / Tariff proposal should be proposed by the Licensees
based on the audited accounts and timely filing of ARR must be done along
with the submission of CAG Audit Report. He added that any delay on account

of timely filing must be penaed and benefits must be passed on to the
consumers.

B)t SGAGAZ2YSNDa wSalLkkyas

3.25.5 The Licensees submit that it has already submitted the audited balance sheets
along with supplementary audit reports of the Accountant General of Uttar
Pradesh (AGUP) for the pedi up to FY 20%23. Such audited accounts and
AGUP reports have already been published on the website of the Licensees.

C)¢KS /2YYAaaA2yQa A5

3.25.6 The Licensee has submitted the audited accounts of FY -2®l1and
provisional accounts for FY 2013. The CAGeport for FY 20143 has also
been submitted by the Licensee. The Petition of the Licensee was admitted
only after the receipt of the above documents.

3.26 CROSS SUBSIDY AND CROSS SUBSIDY SURCHARGE

A) Comments/Suggestion of the Public

3.26.1 Mr. Rama Shanker Awastubmitted that section 62 (3) of Electricity Act 2003
& national tariff policy also clearly says that cross subsidy is withi@0% of
0KS @SN} 3IS 0230 2F adzllXeo 1S I RRSR
in this regard. He requested the Commissito determine tariff as per
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LINE OAAA2Yya 2F 9f SOGUNAOAGE ' OO0 wWnnoxX
Orders.

3.26.2 Mr. D.S Verma, , Indian Industries Association, submitted that, the average
revenue per unit percent of ACoS is proposed to be increased 1tz@6 to
117% in 20186 resulting in increase of unit rates for LMVand HW2
OFrGGS3aA2NEB® ! t NBIFRe {a9Qa IINB NBStAy3
generate maximum employment, and hence should not be burdened with
increase in burden of cross ssitly.

3.26.3 Mr. Mohan K. Kejriwal, Mohan Steels Ltd, submitted that, cross subsidy on
purchase of energy on third party purchase should be removed as industrial
consumer is already paying demand charges on connected load. Similarly
g KSSt Ay3a OKI Nadbthat fixed HORGRIY. Qi SEO

3.26.4 Dr. Pradeep Garg, Dr Garg Nursing home & Ray clinic, submitted that, there is
huge discrepancy in data of available subsidy, significant amount ofllOMV
subsidy bill and other unmetered supply is not accounted for in this data.

Bt SGAGUAZ2YSNDa wSalLkRyasSy

3.26.5 The cross subsidy is within the threshold limits prescribed under the Tariff
Policy. The tariff has been proposed in line with the Tariff Regulations framed

b

dzy

08 (KS 12yQo6tS /2YYAaaArzys GKS ciyr A2y}

Act, 2003.

C)¢CKS /2YYAaaArzyQa *ASgY

3.26.6 In accordance with the National Electricity Policy, consumers below poverty

line who consume electricity below a specified level may receive a special

support through cross subsidy. Tariffs for such designated gobepnsumers

will be at least 50% of the average cost of supply. The tariff has been designed
in such a way that it shall progressively reflect the cost of supply of electricity.
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3.26.7 As regards the cross subsidy surcharge the Commission has noted the
suggesions made by the stakeholders and has accordingly discussed the issue
in detail in Chapter Open Access Charges.
3.27 TARIFF FOR TELECOM TOWERS

A) Comments/Suggestion of the Public

3.27.1

3.27.2

3.27.3

Mr. Tilak Raj Dua, Director General, Tower and Infrastructure Providers
Associationand Mr. Anand Mohan Mishra, Head, UPE Telecom Circle for Viom
Networks Ltd submitted that, minimum charges of Rs 700 / kW / month for

non domestic connection for consumers in FY 2065would be applicable

only to Telecom Industry. He condemns this asnpletely unfair and
RAAONRAYAYF(G2NE 4 GKA& ¢g2dZd R 6S | 3INBI
Digital India besides the services becoming unaffordable.

Mr. Ritesh Kumar Singh, Energy Manager, Indus Tower Ltd, submitted that UP
Power Corporation Ltd hasertain feeders that operate under rural schedule.

He submitted that based on data provided by UPPCL, establishments who
receive electricity via rural feeders receive only 10 hours of supply, which is
significantly less than that received by urban ard4s.also submitted that the
tariffs for rural and urban feeders should be billed accordingly, but most of
telecom towers supplied by rural feeders are currently being billed based on
urban tariffs as there is no clarity as to which region falls in which. are
requested the Commission to bill the telecom located in rural areas based on
rural tariffs.

He also submitted that, current average tariff structure for commercial
consumer is Rs. 7.67 / unit in the State, which is highest in the country for any
category.

States

Energy Charges

Cost per Tower

Uttrakhand

4.55

31,870

J&K

451

32,313
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States Energy Charges Cost per Tower
Jharkhand 5.25 38,388
Chattisgarh 6.00 42,672
Haryana 6.10 42,163
UP 7.67 55,715
3.27.4 He submitted that it is costlier to operate telecom towers in UP as compared
to 20 KSNJ aGFGSa FTyR Fyeé TFdzZNHIKSNI KA1S
telecom business.
3.27.5 Further, he also submitted, that in accordance with Section 62(3) of the EA

2003, Commissions across various States in India have introduced speeific sub
categories fo certain type of consumers under the commercial category. He
submitted that the Commission has the right to differentiate between
O2yadzySNE 2y GKS olaira 2F (KS @ LidzNLR
this regard, he requested the Commission to adastelecom as a special sub
category under the commercial category. He added that telecom tower
industry forms a very different consumption profile and comes under the
domain of essential service provider for social benefit and considering the ease
of saving consumers, appropriate relaxations in tariff should be provided for
telecom tower industry.

B)t SGIAGA2YSNDa wSalLlRyas

3.27.6

3.27.7

The Licensee clarified that the activity of consumers under the telecom
category is commercial in nature and so the category and tardposed for

this category is justified and hence request of the stakeholder need not be
considered.

Regarding the issue of, towers on rural schedule being billed on urban rates
the Licensee submitted that, as the Commission is already seized with this
matter, it would not be appropriate for the Licensee to comment on the same
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in this proceeding. Further, this matter does not pertain to the determination
of the ARR and Tariff for FY 201
C)¢KS /2YYAaaAz2yQa +ASg

3.27.8 The Commission does not agree with the tmmions of the stakeholder to
provide special relaxation to the telecom towers based on the kind of services
provided by them. The Commission understands that the telecom companies
are allowed to pass over the burden of legitimate costs through incraase i
tariffs to consumers. The Commission does not agree with the proposal to
create a separate category for mobile tower in this Tariff Order as this would
be a backward step towards tariff rationalisation. With regards to urban tariff
being implemented on ededers supplying as per rural schedule , requisite
instructions have been issued to the Licensee in subsequent sections of this
Order.

3.28 TARIFF STRUCTURE
A) Comments/Suggestion of the Public

3.28.1 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut UpbhokthaBaris
submitted that, the tariff should be determined on the basis of use of
electricity. He submitted that the domestic consumers uses electricity for their
personal use and cannot pass on their tariff rise, which is the case with
commercial consumers. Hequested the Commission that considering these
facts the tariff of the above categories should be designed.

3.28.2 Mr. Rami, Global Care Organisation, submitted that voltage and rates for LMV
1 and HV1 are not clear as a lot of categories are added.

3.28.3 Mr. VijayDayal, Aasaskiya Sahayata Prapt Vidhlaya Prabhandhak Sabha, UP,
submitted that tariff for nonGovt. aided educational institutes should be
reduced.

3284 5ANBOU2NE ¢dzf AAlF YA [/ 2yadNHzOGA2Y YR 58
proposed more than four typesf variable domestic rates between Rs 2.20 and
Rs 6.90. He submitted that Single point bulk load supply under1Ehd HVL
(nor+ industrial bulk load) category which are for domestic consumers are
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3.28.5

3.28.6

having different rates and voltage separation betweerahd HT is not defined
clearly.

Vidyut Upbhogkta Sangh suggested that, all slabs for commercial and domestic
for rural categories should be combined to one slab with moderate tariffs.

Mr. Shailendra Singh Chauhan, Bureau Chief, Rastranaman Hindi Dainik
Sanachar, submitted that, the rate schedule should be simplified, instead of
having so many slabs.

B)t SGIAGA2YSNDa wSalLlRyas

3.28.7

3.28.8

3.28.9

The Licensee submitted that the rates already approved by the Commission in
previous year are based upon the use of electricity. Furtther licensee in its
proposal has proposed different categories based on the use of electricity. As
such further categorisation of consumers is not at all warranted.

The Licensee submitted that any move to reduce the tariff of-Gawt. aided
institutions or such consumers would hurt the Licensees who are already
reeling under severe financial crisis. No subsidy is being received from the
State Government towards such educational institutions. Hence, any reduction
in their tariffs would be uncovered gap ftire Licensees.

The Licensee submits that it endeavours to simplify the rate schedule; however
tariffs have been differentiated according to the consumer's load factor, power
factor, voltage, total consumption of electricity during any specified period or
the time at which the supply is required or the geographical position of any
area, the nature of supply and the purpose for which the supply is required in
terms of Clause 62(3) of the Electricity Act, 2003.

C)¢KS /2YYAaaArz2yQa +ASgY

3.28.10 The Commission has takemte of the objections / suggestions made by the

stakeholders in this regards. The applicable Tariffs for all the consumer
categories have been designed in accordance with the Electricity Act, 2003 and
the Tariff Policy. The details of all the aspectated to Tariff design have
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been covered subsequently in Chapter of Tariff Philosophy and Rate Schedule
provided in this Order.

3.29 PUBLIC PARTICIPATION
A) Comments/Suggestion of the Public

3.29.1 Mr. Vivek Singh submitted that, regulatory process of filing has becoore
tedious and costly and places of public hearing are limited to certain cities like
Sitapur and Ghaziabad and there is no alternative for residents of other cities.

3.29.2 Mr. Vishnu Bhagwan Aggrawal, President, Agra Chapter, ASSOCHAM,
submitted that, hearingprocess should be captured in video camera and
written in objections. The Commission should give their views accordingly.

3.29.3 He submitted that, under rules and regulations Commission is to hold public
meetings before finalizing any tariff order. The Object@quests the
Commission to inform as to how many suggestions from the public hearings in
previous years are actually incorporated or taken into consideration while
finalizing any tariff order.

3.29.4 Mr. Vivek Singh submitted that, time period for filing objenos should be
raised from 15 to 20 days.

B)t SGIAGA2YSNDa wSalLlRyas

3.29.5 The Licensee submits that the choice of places for the public hearings is the
a2tS LINBENRIIFIGAGS 2F (GKS 12yQoftS / 2YYA&:

C)¢CKS /2YYAaaArzyQa *ASgY

3.29.6 The Commission has taken notetbe suggestins made by the stakeholder
and also ensures the stakeholders that the Commission considers valuable
suggestions provided by various stakeholders during the process and duly
incorporates the same in the Tariff Order issued by it after taking all the
necesary actions in this regards.
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3.29.7

The Commission ensures the stakeholders that the public hearings are a
transparent process and all necessary procedures in this regards are followed
by the Commission as well as the Licensee which also include-nadeing

of the proceedings. The copy of the videmording of the proceedings is
available.

3.30 SUB STATION CAPACITY

A) Comments/Suggestion of the Public

3.30.1

Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
submitted that, the numbers of consumessibmitted by the Licensees for FY
201516 are 19454622 where as the connected load for FY -261&ubmitted

by Licensees is 46850199 kW. He also submitted that in U.P the substation
capacity is around 29003 MVA, which reflects that the capacity is 26102700
kW. He submitted that the system capacity must be equivalent to the load
sanctioned / connected to the consumers, which is not the case as it is almost
double. He added that the diversity factor must be 1:1 for better performance

of the system. He submé#tl that above reasons leads to system overloading
and is major reason of low voltage in the state.

B)t SGAGAZ2YSNRa wSalLkRyas

3.30.2

The Licensee submitted that the primary substations and secondary
substations are initially not designed as per the total connedtedl, but are
upgraded from time to time. In fact there exists a significant diversity factor
across loads as well as across various categories of consumers. The reduced
availability of supply at the consumer end is mainly attributed to insufficient
availaility of power from various sources during peak summer season. With
all efforts for strengthening / upgrading both the primary as well as secondary
substations, (details of various investment plans have already been provided in
the present ARR), the prabh of overloading of 33/11kV transformers and
associated lines, if any, will be eliminated

C)¢KS /2YYAaaAz2yQa +ASgY
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3.30.3 The Commission has taken note of the objections / suggestions made by the
stakeholders.The Licensee must expedite the work of increashmg capacity
of various substations and power distribution network in accordance with the
Capital Investment Plan so that above issue is resolved at the earliest. Further,
the licensees are also directed to plan the distribution network expansion and
capaity augmentation to cater to the current and future load requirements
and to meet the establish standards of power system design.

3.31 ENCOURAGING RENEWABLE ENERGY

A) Comments/Suggestion of the Public

3.31.1 Mr. Vishnu Bhagwan Aggrawal, President, Agra Chapter, ASSO@Hd Mr.
Awadh Narayan Singh submitted that, solar power plants should be installed in
remote areas and incentives should be provided to the consumers.

B)t SGAGAZ2YSNDa wSalLkyas

3312 ¢KS 12yQoftS /2YYA&aaArzy KFa | fNBFRe& LINI
energy in the rate schedule.

C)¢KS /2YYAaaArzyQa +ASgY

3.31.3 The Commission has taken note of the objections / suggestions made by the
stakeholders in this regards. The Commission is of the view that use of
renewable sources at the consumer level must be encouraged.igkssential
given the power shortages being faced in the State. In view of this the
Commission has already introduced rebate on the monthly bill for all
consumers using solar water heaters as detailed further in Rate Schedule.

3.32 OTHER GENERAL ISSUES

A) Comments/Suggestion of the Public
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3.32.1

3.32.2

3.32.3

3.32.4

3.32.5

Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
submitted that, O&M expenses of the Licensees are very high as compared to
the other utilities across the States.

He submitted that the timely paynm rebate of bill is very low and should be
increased to incentivize the consumers.

Ms. Neha Kushwa, submitted that, electricity connection receipt and bill
should be made mandatory along with ID proof for purchase of mobile phone,
Simcard, T.V, fridge et She added that while providing electricity connection
LED Bulbs should be given to the consumers and for extra purchase of LED
bulbs subsidy should also be given. She submitted that bulbs should be
completely banned to promote energy efficiency and asveass programmes
should be organized and consumers with least consuming units should be
awarded.

Mr. Vivek Singh, submitted that, Discoms have certain inefficiencies such as
unskilled employees are deployed for consumer services and to address faults
in electric poles. Discoms have not provided any compensation for deaths due
to electric shocks. He added that in case of failure of DTs the consumers in
villages have to repair and replace the DTs at their own cost. He submitted that
permanent employees are warded, even after consumer complaints against
them.

Mr. P.K Maskara, Director, The Mahabir Jute Mills Ltd, submitted that,
clarification is required regarding tariff and neariff items i.e. electricity duty,
regulatory surcharge, delay payment surchardgad factor rebate, power
factor rebate, power factor surcharge, security deposit and interest on security
deposit.

B)t SGIAGA2YSNDa wSaLlRyas

3.32.6

The Licensee humbly submitted that the O&M Expenses allowed to the
Licensee are strictly as per the stipulationshed UPERC (Terms and Conditions

of Distribution Tariff) Regulations, 2006 which provides for normative O&M
expenses. Any O&M expenses incurred by the Licensee over and above the
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normative expenses are not allowed to be recovered through tariff, thus
penalsing the licensees.

3.32.7 The Licensee submitted that tariff proposal has been submitted keeping in
view the interest of licensee as well as consumers. Further reduction / rebate
are not desirable as it will adversely affect the financial position of the
licensees. It is imperative to mention that the genuine costs incurred by the
licensees should be allowed to be recovered in a reasonable manner as per the
terms of the UPERC Tariff Regulations, 2006 and the Electricity Act, 2003.

3.32.8 The Licensee submits that theillage electrification under the RGGVY
programme has been completed. Subsequent the major electrification
programme is being implemented under the RGGVY Phase Il programme.

3.32.9 The Licensee submitted that various steps are being taken to curb theft which
is widely prevalent across the state. Some of the steps are listed below:

1 For proper accounting of energy & reducing chances of theft, double
metering system is being implemented which is yielding encouraging
results.

1 For speedy redressal of consumer grievancesll centre has been
established and Control rooms have been set up.

1 In all theft prone areas overhead conductor are being replaced with ABC
(Aerial Bunched Conductor). This has helped in the reduction of line
losses and breallowns also.

1 Periodicchecking of all static and tviector meters.
C)¢KS /2YYAaaArzyQa +ASgY

3.32.10 The O&M Expenses allowed to the Licensee are strictly as per the stipulations
of the UPERC (Terms and Conditions of Distribution Tariff) Regulations, 2006
which provides for normative O&Mxpenses.

3.32.11 The issue regarding the rebate has been appropriately dealt in the subsequent
section named Tariff Philosophy and Rate Schedule.
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3.32.12 The Commission has taken note of the above objections / suggestions made by
the stakeholders in this regards. Then@oission has determined the Tariff for
different category of consumers in accordance with the Electricity Act, 2003
and the Tariff Policy.
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4.

4.1
41.1

4.2
42.1

4.2.2

4.2.3

INTRODUCTION

TRUING UP OF AGGREEAREVENUE REQUIREMEOR FY 22-13

The Petitioner has souglthe final truing up of expenditure and revenue for

FY 2Q2-13 based on actual expenditure and revenue as per audited accounts.
In this section, the Commission has analysed all the elements of actual
revenue and expenses for FY120L3 and has undertaken the truing up of
expenses and revenue after prudence check on the data made available by the

Petitioner.

POWER PURCHASE EXPENSES

The Commission, in the Tariff Order for FL203, had approved the power
purchase quantum of4,70339 MU and total power purchase expenses of Rs.
25,439.60Crore at UPPCL level. The Petitioner, in its TupePetition, has
submitted that the actual power purchase expenses for FY2A3 are Rs.
29,557.94Crore towards power procurement @i7,707.16VIU at URPCL level.

The Petitioner submitted that it has considered the following philosophy for
computing the allowable power purchase cost:

1 The allowable power purchase input has been calculated by grossing up
the actual energyeceived at the Discom end by tlapproved / actual
transmission losses, whichever is lower.

1 The allowable power purchase cost has been computed by multiplying the
revised bulk supply Tariff to derive the allowable power purchase cost for

truing up.

As per the above philosophy, the BulkpBly Tariff as worked out by the

Petitioner is shown in the Table below:

Table-: BULK SUPPLY TARIFF AS COMPUTED BY THE PETITIONER HAGR FY 2012

Particulars Unit Tru_e_up

Petition
Power Purchase MU 77,707.16
Transmission Loss MU 4,039.76
Transmission Loss % 5.20%
Energy available at Discom End MU 73,667.40
Allowable Power Purchase Cost at Discom e Rs 29,557.94
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4.2.4

Table-: DETAILS OF POWER PURCHASE COST AND PGCIL CHARGES SUBMITTED BY THE

Particulars Unit Trugup
Petition
(including PGCIL Charges) Crore
I(DBogv_It_e)r Purchase Cost per unit at Discom end Rs/kWh 401

The Commission has computed the BST based on the same philosophy as
adopted in its Order date@®ctober1, 2014. The Commission further asked
the Petitioner to submit the breakup of the Transmission Losses between

Intra-State and InteiState. The Petitioner

submitted the Intra-State

transmission losso be 4.08%for FY 2012.3. Further, h reply to the query
raisedby the Commissionegardingbifurcated details of power purchase cost
and PGCIL charges for FY 2032 the Petitioner submitted thédollowing

detail.

PETITIONER FOR FY 2032

Particulars Amount (Rs. Crore)
Power Purchase Cost 28,390.27
PGCIL Charges 1,167.67
Total Power Purchase Cost 29,557.94

4.2.5

The Petitionersubmitted that it has calculated the allowable power purchase
input at Discom end by grossing up the actual energy sales by the approved
distribution losstarget or actual Distribution lossesyhicheveris lower.
Thereafter, the allowable power purchase input has been multiplied by the
Truedup Bulk Supply rate to derive the allowable power purchase cost for FY

201213 as shown in the Table below:

Table-: POWER PURCHASE COST AS COMPUTED BY PETITIONERHGR FY 20

Particulars Unit True-up Petition
Power Purchase MU 13,146.66
Sales MU 9,880.78
Distribution Loss Target % 23.63%
Allowable Power Purchase MU 12,937.20
Trued up Bulk Supply Tariff Rs/kWh 4.01
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4.2.6

4.2.7

4.2.8

Particulars Unit True-up Petition

Allowable Power Purchase Cost Rs Croreg 5,274.90

The Petitioner has wrongly computed the allowable power purchase cost
using actual Distribution loss @4.84% against its claimed figure 88.63%
i.e. approved Distribution logarget of FY 201-23.

The Commission has been considering Distribution losses as controllable
parameter and thereupon the power purchase cost consequent to under
achievement of Distribution loss is disallowdebr truing up of ARR for FY
201213 the allowable power purchaseuantum has been computed by
grossing up the actual energy sales by the appralisttibution loss targebr
actual loss level whichever is lowerThe power purchase cost is then
computed by considering the allowable power purchase tiesvedand the

bulk supply tariff computed at Discoms periphery which is in line with the
approach followed by the Commission in its earlier Orders.

Regulation 4.2 (11) of Distribution Tariff Regulations, 2006 specifies as below:

AndH t 26SNJ t dzZNOKI as /2aday

11. In theregime of Availability Based Tariff (ABT), the cost of power
purchase through Ul shall be allowed to be passed through in tariff of the
subsequent year subject the following conditions:

a) The average rate for power purchased through Ul should noedxce
the maximum rate for power purchased under the Merit Order of the
licensee as approved by the Commission.

b) The total cost of electricity units purchased through Ul shall be
restricted to 10% of total power purchase cost approved by the
Commission.

Provided that where the average rate for power purchased under Ul
exceeds the maximum specified rate of power purchase under the Merit
Order of the licensee, the cost of such power purchase shall be allowed to
be passed through in tariffs of the subsequerdryat the maximum rate

for power purchase under the Merit Order of the licensee as approved by
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the Commission whether the ceiling limit of 10% as stated in 11 (b) above
KFa NBIFOKSR 2N y2ida

4.2.9 The Commission has obtained the rates and energy procured through
unscheduled interchange (Ul). It has been observed that the Petitioner for FY
201213 has purchased 3249.41 MU through Ul at an average rate of Rs. 4.83
per kWh which is under the maximum rate of Rs. 6.06 per kWh for power
purchased under the Merit Orderfothe licensee as approved by the
Commission for FY 20413. In view of the above, the Commission has allowed
the power purchased through Ul.

4.2.10 The Petitioner has claimeds. 26.27 Crore towardsallocation of O&M
Expenses of UPPQh reply to the queryaised by the Commissionegarding
computation of arriving at the above mentioned amount of BR8.27 Crore
the Petitioner submitted the following details

Table-: COMPUTATION OF O&M EXPENSES OF UPPBENABTED BY PETITIONER FOR FY

201213
Particul FY 20123
articulars (Audited)
Employee Benefit Expenses 128.95
Admin .
dministrative, General and Othg 18.99
Expenses
Total O&M Expenses 147.23

Table-: ALLOCATION @&M EXPENSES IN THE RATIO OF INPUT ENERGY AS SUBMITTED BY
PETITIONER FOR FY 2032

Particulars DVVNL | MVVNL PVVNL | PuVVNL | KESCO| NPCL Total

Input energy (MU) 17,331.14| 13,146.66| 23,673.53| 16,033.71| 3,140.07| 342.29| 73,667.40

Total O&M ExpensesUPPCL gser audited account of FY 2013 147.23

Allocation of O&M 34.64 26.27 47.31 32.04 6.28 0.68 147.23
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4211 The Commission has verified the above amount from the Audited Accounts of

4.2.12

UPPCL and has allowed such expenses based on actual fot F¥328s the
above expenses have been incurred by UPPCL, which is mostly for procuring
the power for the Discoms, the above expenses for the purpose of Truing up
has been considered as a part of Bulk Supply Tariff. It may further be noted
that the procurementof power is the responsibility of the Distribution
Licensee for which the Commission allows considerable amount of O&M
Expenses and interest on working capital to the Licensee. The Commission has
allowed such expensesdluring Trungup of FY 20089 to FY Q11-12.
However,in the Order dated Octobed, 2014 the Commission has directed

the Licenseethat from FY 20145 onwardsit should manage such O&M
Expenses for procuring the power from the O&M Expenses allowed to it

The Table below summarises tlales, transmission losses, energy balance,
power purchase quantum and cost submitted by the Petitioner and as
approved by the Commission at UPPCL level and the Bulk Supply Tariff for FY

2012-13:
Table-: ENERGY BALANCE AND BULK SUPPLY TARIFF APPROVERFOR FY 20
. . Tariff " Approved
Particulars Unit Order Petition Actual upon
Truing Up
Power Purchase MU 74,703.00| 77,707.16| 77,707.16] 77,343.93
Inter-State Transmission Losses MU 1,553.00 906.28 906.28 902.05
Inter-State Transmission Losses % 2.08% 1.17% 1.17% 1.17%
Intra-State Transmission Losses MU 2,655.00( 3,133.48| 3,133.48| 2,774.48
Intra-State Transmission Losses % 3.63% 4.08% 4.08% 3.63%
Energy available at Discom End MU 70,495.00| 73,667.40| 73,667.40| 73,667.40
P Purch Cost  (includi
ower Purchase Cost (includil o 0l 55440.00| 29.557.94| 29557.94 29557.94
PGCIL charges)
Power Purchase Cost per unit Rs/kWh 3.41 3.80 3.80 3.80
O&M Expenses of UPPCL Rs Crore 147.23 147.23
Allowable Power Purchase Cost
. Rs Crore 29,567.01
Discom end
Power Purchase Cost per unit
. Rs/kWh 3.61 4.01 4.03 4.01
Discom end (BST)
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4.2.13 It can be seen from the above that, the Petitioner has claimed theaB&E.
4.01 / kwh which does not include thepact of O&M expenses of UPPCL as it
has claimed thse expenses separately. Thus, considering the impact of O&M
expenses of UPPCL the B&drks out to be Rs. 4.03 / kWh, against which
while undertaking theTruing up of FY 20123, the Commission has allowed
the BST as Rs. 4.01 / kwWh.

4.2.14 It canbe further observed that the BST approved by the Commission in Tariff
Order for FY 20%23 was Rs. 3.61 / kWh. However, the BST claimed by the
Distribution Licensees is Rs. 4.01 / kWh based on the actual power purchase
cost incurred at UPPCL level in FL203. It is noted that the Distribution
Licensees book the cost of power purchase in their Audited Accounts as per
the BST approved by the Commission, while UPPCL procure power at the
actual rates from the Generating Companies. Further, the Licenseesgduri
Truing up of FY 20123 have claimed the power purchase cost higher than
the cost incurred as per their audited accounts, which is due to the fact that
the actual power purchase cost incurred by UPPCL while procuring power
from the generating companids more than the power purchase cost paid by
the Licensees to UPPCL, which is as per the BST approved by the Commission.
Thus, in order to have greater clarity the Commission directs the Licensees
that, from FY 20134 onwards it should clearly depict théotal power
purchase cost incurred at UPPCL level based on actual power purchase cost,
total power purchase cost billed by the UPPCL to the Distribution Licensees
and power cost payable to UPPCL in its trup petitions for future years.

4.2.15 Further, dowable power purchase quantum has beeomputed by grossing
up the actual energy sa by the approved Distribution loss target / Actual
Loss Level (whichever is lowdoy FY 20123. The power purchase cost is
then computed by considering the allowable powarrghase thus obtained
and the bulk supply tariff computed at Discoms periphery in line with the
approach followed by the Commissionits earlier Orders.Accordingly, the
Table below provides the allowable power purchase cost for the Licensee for
FY 202-13:
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Table-: ALLOWABLE POWER PURCHASE COST FORIBY 2012

Approved upon

Particulars Approved True up Petition Tt U
Power Purchase (MU) 12,574.00 13,146.66 13,146.66
Sales (MU) 9,604.00 9,880.78 9,880.78
Distribution Loss Target (%) 23.63% 23.63% 23.63%
Allowable Power Purchase (MU) 12,574.00 12,937.20 12,937.20
Trued up Bulk Supply Tariff (Rs. / kwh) 3.61 4.01 4.01
Allowable Power Purchase Cost (Rs. Crorf 4537.76 5,274.90 5,19245

* The BST as claimed by the Petitioner does not include the impact of O&M Expenses afHiiPHChas

claimed separately.

# The Petitioneiin its submissiorhas wrongly computed the allowable power purchasest; it has
consideredactual Distribution loss a24.84% against its claimed figure @3.63% while computing the

power purchase cost for FY 2012

The Petitioner submitted that in the Tariff Order for FY12Q3, the

Commission had approved the Transmission Charges oRHs80 Crore
towards projected power purchase &2,574.48MU. The Petitioner submitted
that as per the audited accounts, it has incurred B23.75 Crore towards
transmission charges. The Petitioner further submitted that the allowable
power purchase input for FY 2813 works out to 12,937.20 MU and
therefore, for the purpose of claiming the trued up transmission charges, the
allowable power purchase input has been taken into consideration. The
Petitioner submitted that the per unit rate of Transmission ChaofjeRs.

0.1848 per kWihas been cosideredwhich isthe rate submitted by UPPTCL in
its True-up Petition for FY 20123 filed before the Commsson The Petitioner

further submitted that the allowable Transmission Charges for FN2-28

Accordingly, the Petitioer has claimed allowable transmission charges of

239.07Crore against the actual transmission charges o2R&.75Crore.

4.3 TRANSMISSION CHARGES
43.1

works out Rs239.07Crore.
432
4.3.3

It is observed that the Petitioner has considered the Transmission Charge

equivalent to the rate submitted by UPPTCL in its4upeRetition for FY 2012
13. Thus, to derive the allowable transmission chargalipwable power
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4.3.4

purchase input has been multiplied by the trued up transmission tariff as
approved by the Commission in sue upOrderfor FY 20123

Accordingly, the tabldelow provides the allowable transmission charges for
the Petitioner for FY 22-13:

Table-: ALLOWABLE TRANSMISSION CHARGES FQREBY 20

Particulars Approved in Tru_e up uﬁggtl(')r\lljeir?g
Tariff Order Petition Up
Units Wheeled (MU) 12,574.48| 12,937.20 12,937.20
Trued up Transmission Charge
(Rs./kWh) 0.174 0.148 0.1722
Transmission Charges (Rs. Crore) 218.8 239.07 22279

4.4 O&M EXPENSES

44.1

4.4.2

4.4.3

4.4.4

4.4.5

Operation and Maintenance (O48) expenses comprise of employee related
costs, A&G expenses and R&M expenditure.

¢CKS tSUOAGA2YSNRNE adzomYAadaaAirzya
2012-13> YR GKS [/ 2YYAaaArzyQa
expenditure heads are detaildzklow:

2y S| OK
Lyl feara

The Petitioner submitted that the actual net employee expenses for B¥Z- 20
13is Rs436.06Crore, against the approved expenses offR8.15Crore. The
Petitioner submitted the actual net administrative and general expenses for FY
2012-13is Rs164.13Crore against the approved expenses of3®s22Crore.

The Petitioner has submitted the actual Repair and Maintenance (R&M)
Expenses for FY 2213 as Rs157.09Crore as against the approved expenses
of Rs.129.69Crore. The Petitioner has claich¢he actual R&M Expenses for
FY 202-13.

Regulation 4.3 of Distribution Tariff Regulations, 2006 stipulates the
methodology for consideration of the O&M Expenses, wherein such expenses
are linked to the inflation index determined under these Regulatiorise
relevant provisions of the Distribution Tariff Regulations, 2006 are reproduced
below:
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4.3 Operation & Maintenance Expenses (O&M):

1. The O&M expenses comprise of employee cost, repairs & maintenance
(R&M) cost and administrative & general (B&cost. The O&M expenses
for the base year shall be calculated on the basis of historical/audited
costs and past trend during the preceding five years. However, any
abnormal variation during the preceding five years shall be excluded. For
determination ofthe O&M expenses of the year under consideration, the
O&M expenses of thease year shall be escalated at inflation rates
notified by the Central Government for different years. The inflation rate
for above purpose shall be the weighted average Wfholesale Price
Index and Consumer Price Index in the ratio of 60:40. Base year, for
these requlations means, the first year of tariff determination under
these requlationX X ¢gEmphasis added]

4.4.6 The Commission, in accordance with the above Regulation,dlaslated the
inflation index for FY 2A®-13 based on the weighted average index of WPI
and CPI. The Commission has considered the WPI and CPI as available on the
website of Economic Advisor, Ministry of Commerce and Industry Ministry of
Labour, respectivg. Accordingly, the Commission has calculated the inflation
index for approval of O&M expenses as shown in Table below:

TABLE: ESCALATION INDEX
Wholesale Price Index Consumer Price Index Consolidated Index

Month FY FY FY FY FY FY FY FY FY FY FY FY

12 13 14 15 12 13 14 15 12 13 14 15
April 152| 164| 171| 181| 186| 205| 226| 242| 166| 180| 193| 205
May 152 | 164| 171| 182| 187| 206| 228| 244| 166| 181| 194| 207
June 153| 165| 173| 183| 189| 208| 231| 246| 167| 182| 196| 208
July 154| 166| 176| 185| 193| 212| 235| 252| 170| 184| 199| 212
August 155| 167| 179| 186| 194| 214| 237| 253| 171| 186| 202| 213
September 156| 169| 181| 185| 197| 215| 238| 253| 173| 187| 204| 212
October 157| 169| 181| 184| 198| 217| 241| 253| 173| 188| 205| 211
November 157| 169| 182| 181| 199| 218| 243| 253| 174| 188| 206| 210
December 157| 169| 180| 179| 197| 219| 239| 253| 173| 189| 203| 208
January 159 | 170| 179| 177| 198| 221| 237| 254| 174| 191| 202| 208
February 159 | 171| 180| 176| 199| 223| 238| 253| 175| 192| 203| 207
March 161| 170| 180| 176| 201| 224| 239| 254| 177| 192| 204| 207
Average 156| 168| 178| 181| 195| 215| 236| 251| 172| 187| 201| 209
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Wholesale Price Index

Consumer Price Index

Consolidated Index

Month

FY
12

FY
13

FY
14

FY
15

FY
12

FY
13

FY
14

FY
15

FY
12

FY
13

FY
14

FY
15

Calculation of Inflation

(CP140%,

WRB0%)

Index

Weighted
Average of
Inflation

8.75%

7.69%

4.02%

4.4.7

4.4.8

4.4.9

The Commission has determined the trued up O&kpenses of FY 20-12,
in the Order datedctoberl, 2014. The approved O&M expenses for FLR20
12 have been escalated using the inflation index of FY2A® to derive the
normative O&M Expenses for FY120L3. The Commission while computing
the normatve O&M Expenses in this Order has considered the escalation
rates as shown in the above Table.

Further, in addition to the normative O&M expenses based on inflation, the
Distribution Tariff Regulations, 2006 provide for incremental O&M expenses
at 2.5 % a addition to asset during the previous year. Regulation 4.3 (3) of
the Distribution Tariff Regulations, 2006 specifies as follows:

a n @peration & Maintenance Expenses (O&M):

X

3) Incremental O&M expenses for the ensuing financial year shall be 2.5%
of capital addition during the current year. O&M charges for the ensuing
financial year shall be sum of incremental O&M expenses so worked out
and O&M charges of current year escalated on the basis of predetermined
AYRAOIFIGSR Ay NB3IdzZH I GA2Y

AYRAOSH

- a

It is observed from below that the actual audited O&M expenses as claimed
by the Licensee for FY PB13 are higher than the normative O&M expenses
computed based on the above Regulations. Since, the Licensee has to restrict
its O&M expenses within the norative level, the expenses beyond normative
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level have not been allowed by the Commission. The Commission has
therefore, approved the normative O&M expenses for FY2218.

4410 CdAzNIKSNE Ay NBLX @& (G2 (GKS /2YYAadaaArzyQa
have ben included in O&M expenses, the Petitioner submitted that @@RF
expenses are part of the O&M expenses claimed ibbyThe Petitioner
submitted that such expenses are not separately accounted for and hence,
details of such expenses are not available witihe Petitioner requested the
Commission to allow an adhoc allowance towards the CGRF expenses
considering the remuneration norms and associated costs in the CGRF
framework approved by the Commission.

4.4.11 As the account for CGRF expenses is not separat@iyntained by the
Licensee, no additional allowance towards this head has been considered by
the Commission.

4412 CdAzZNIKSNE a RA&AO0dzaaSR SINIASNE Ay Ala
the details of expenses incurred towards apportionment of O&M Bzpse of
UPPCL, the Petitioner submitted the allocation of O&M Expenses of UPPCL
However, as detailed in parathe apportionment of the O&M »penses of
UPPCL has been considered in the Bulk Supply Tariff.

4.4.13 The summary of O&M expenses approved in the Tariff Order, claimed by the
Petitioner and as approved by the Commission in this Order for Truing up of
ARR for FY 2@-13, is shown in the Tablectow:

Table-: O&M EXPENSES AS APPROVED BY THE COMMISSION EOR [Rs2Crore)

Actuals as
: Approved
Particulars Vel per UL Normative upon
Order audited | Petition ;
Truing Up
accounts
EmployeeExpenses 491.94 515.52| 515.52 437.90 437.90
Repair & Maintenance Expense{ 129.69 157.09| 157.09 141.29 141.29
Administrative and General 3555 177.51| 177.51 80.94 80.94

Expenses

Gross Operation and

: 657.18 850.12| 850.12 660.13 660.13
Maintenance Expenses

Less: Capitalisation

Employee Cost Capitalized 73.79 79.47 79.47 79.47 79.47
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Actuals as Aoproved
Particulars Uielii per IRy Normative pup on
Order audited | Petition b
Truing Up
accounts
A&G Expenses Capitalized 5.33 13.37 13.37 13.37 13.37
Total Capitalization 79.12 92.84 92.84 92.84 92.84
Net Operation andViaintenance | - 577 46| 75728 757.28 567.29|  567.29
Expenses
Efficiency Gain 0.00 0.00
4.5 INTEREST AND FINANCE CHARGES

Interest on Long Term Loans

45.1 The Petitioner has claimed the net Interest on long term loan for A2-28
as Rs10590 Crore, against the approved expenses of $47 Crore. The
Petitionerhascapitalizd interestof Rs. 10.10or FY 2@2-13, against R9.36

Crore approved by the Commission in the Tariff Order.

45.2 The Petitioner submitted that the Commission in its pregidariff and true

up orders had considered a normative approach for financing the capital
expenditure with a normative debt equity ratio of 70:30. Considering this
approach, 70% of the capital expenditure undertaken in any year was
considered to be finared through loan and balance 30% was been considered
to be financed through equity contributions. The portion of capital
expenditure financed through consumer contributions, capital subsidies and
grants was separated and the depreciation and interest therewas not
charged to the consumers & beneficiaries. The amounts received as consumer
contributions, capital subsidies and grants were traced from the audited
accounts. Subsequently, the financing of the capital investment was worked
out based on the gearg ratio of 70:30 and allowable depreciation was
considered as normative loan repayment

45.3 The Petitioner submitted thatconsidering the Capital Work in Progress

balances (CWIP) and Gross Fixed Asset (GFA) balances as per audited
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accounts, it has derived thactual capital investments undertaken by it in FY
201213.

45.4 In line with the approactadopted by the Commsgon in its previous Orders,
interest expenses has been rdered as an uncontrollable cost as the
interest rates are determined by various exteltfiactors and the actual loans
taken are consegential to the capital expenditure undertaken by the

licensee.

455 For the above purpose, the Commission has derived the actual capital
investments undertaken by the Licensee in FY22[8, based on the audited

accounts. The details are provided in the Table below:

Table-: CAPITAL INVESTMENTS IN FY-PB{Rs. Crore)

FY 20123
. S . Approved
Particulars Derivation Tariff . .
Order Audited | Petition upon
Truing Up
Opening WIP as on 1st April A 1121 1134.82| 1134.82| 1134.82
Investments B 465 | 279.56 279.56 279.56
Empl E
mp oy.ee. XPENses C 74 79.47 79.47 79.47
Capitalisation
A&G Expenses Capitalisation D 5 13.37 13.37 13.37
Interest Capitalisation on £ 9 10.10 1010 793
Interest on longerm loans
F=
Total | 1675| 1517. 1517. 1514.4
otal Investments A+B+CAD+E 675| 1517.33 517.33 5 5
T ferred to GFA (Total
ran.s e.rre. © (Tota G 670| 316.10 316.10 316.10
Capitalisation)
Closing WIP H= FG 1005| 1201.23| 1201.23| 1198.35
4.5.6 The Commission has followed the same approach as in previous Orders and

therefore, considered the funding of capital expenditure in the ratio of 70:30.
Considering this approach, 70% of the capital expenditure undertaken in any
year has been considered twe financed through loan and balance 30% has
been considered to be financed through equity contributions.
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45.7 The Consumer Contributions, capital grants and subsidies as submitted by the

Petitioner and as allowed by the Commission are shown in the Table below

Table-: CONSUMER CONTRIBUTIONS, CAPITAL GRANTS AND SUBSIDIES RECEIVED AS
ALLOWED BY THE COMMISSION FOREY2(Rs. Crore)

FY 201213
Particulars Tariff . . Approve_d
Audited | Petition | upon Truing
Order
Up
Opening Balance of Consumer -
Contributions, Grants and Subsidies 688.72| 688.72 688.72
towards Cost of Capital Assets
Additions during the year -| 143.80) 143.80 143.80
Less: Amortisation - 59.21 59.21 59.21
Closing Balance -| 773.31) 773.31 773.31

45.8 It can be observed from the above that, the additions during FY -2@1R2as
been claimed by the Petitioner as R<l3.80Crore. However, based on the
audited accounts of FY 2043, the addition has been considered by the

Commission as R<13.80Crore fortruing up of FY 20123.

45.9 The portion of capital expenditure financed through consumer contributions,
capital subsidies and grants has been separated as the depreciation and
interest thereon would not be charged to the consumers. The Commission has

also veified the above amounts as per the audited accounts of the Petitioner.

45.10 Thus, based on the above, the approved financing of the capital investment is

depicted in the Table below:

Table-: FINANCING OF TBEPITAL INVESTMENTS AS APPROVED BY THE COMMISSION FOR
FY 201213 (Rs. Crore)

FY 201213
Particulars o Tariff : . Approvgd
Derivation Order Audited | Petition | upon Truing
Up
Investment A 465| 279.56| 279.56 279.56
Less:
Consumer Contribution B 143.80| 143.80 143.80
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FY 201213
Particulars o Tariff . . Approvgd
Derivation Audited | Petition | upon Truing
Order
Up
Investment funded by debt and equity | C=AB 465| 135.76| 135.76 135.76
Debt Funded 70% 326 95.03 95.03 95.03
Equity Funded 30% 140 40.73 40.73 40.73

4.5.13

45.14

4.5.15

4.5.16

From the above tables, it is seen that the total investments made in
distribution segment in FY 20-13 were to the tune of R279.56Crore. The
consumer contributions, capital subsidies and grants received during the
corresponding period is R43.80Crore. Thus, balance RS5.76Crore have
been funded through debt and equity. Considering a debt equity ratio of
70:30, Rs95.03 Crore or 70% of the capital investment is approved to be
funded through debt and balance 30% equivalent to /73 Crore through
equity. Allowable depraation for the year has been considered as normative
loan repayment.

Ly NBLX & G2 GKS [/ 2Y Yetaded tongutation df dzé NB
weighted average interest ratethe Petitioner has submittedhe detailed
computation with due reconciliation witthe audited accounts of FY 2013

for the loans used to fund the capital expenditusccordingly, the weighted
average rate has been considered for computing the interest on long term
loan.

The Commission considered the closing loan balance of E¥120as the
opening loan balance of FY12013.

Considering the above, the gross interest on long term loan has been worked
out as shown in the Table below. The interest capitalisation has been
considered at the same rate as per audited accounts.

Table-: INTEREST ON LONG TERM LOAN FORF3 PRs Crore)

Particulars FY 201213
Tariff Order | Petition Approved
upon Truing
Up
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Particulars FY 201213
Tariff Order | Petition Approved
upon Truing
Up
Opening Loan 1,149.19 1,149.19
Loan Additions (70% of Investments) 95.03 95.03
Less: Repayments (Depreciation allowable for 23753 23753
year)
Closing Loan Balance 1,006.69 1,006.69
Weighted Average Rate of Interest 10.76% 10.76%
Interest on long term loan 101.83 116.00 116.00
Less: Interest Capitalized 9.36 10.10 7.23
Net Interest Charged 92.47 105.90 108.77
Interest Capitalisation Rate 23.00% 8.71% 6.23%

Finance Charges

4.5.17 The Petitioner has claimed Rs25Crore against R22.34Crore approved by
the Commission toward®tal finance chargeduring FY 202-13.

45.18 The bank charges and interest on consumer security deposits and finance
charges have been allowed at actual based on audited accounts.

45.19 Thus, the Commission has approved finance charges amounting @.2%s.

Crore as claimed by the Pédiher for FY 202-13.

Table-: ALLOWABLE FINANCE CHARGES FORHAS (®s. Crore)

. Tariff . " Approvgd
Particulars Audited | Petition | upon Truing
Order Up
Interest to Consumers 12.56 9.14 9.14 9.14
BankCharges 1.46 0.11 0.11 0.11
Discount to Consumers - - - -
Finance Charges 8.32 - - -
Total Finance Charges 22.34 9.25 9.25 9.25

Interest on Working Capital:
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4.5.20

45.21

4.5.22

4.5.23

The Petitioner submitted that the Tariff Regulations provide for normative
interest on working capital based on the principles outlined in the Distribution
Tariff Regulations, 2008he Petitioner has claimed the normative interest on
working capital as R§7.47Crore against the approved expenses of 63525
Crore.

Regulation 4.8(2) of the Distribution Tariff Regulations, 2006 specifies as
follows:

GHd LYGSNBad 2y 2Nl Ay3 OFLRAGIH T
(a) Working capital shall be worked out to cover

(i) Operation and Maintenae expenses, which includes Employee
costs, R&M expenses and A&G expenses, for one month;

(i) Onetwelfth of the sum of the book value of stores, materials
and supplies at the end of each month of such financial year.

(iif) Receivables equivalent to @8ys average billing of consumers
less security deposits by the consumers minus amount, if any, held
as security deposits under clause (b) of-settion (1) of Section

47 of the Act from consumers and Distribution System Users.

(b) Rate of interest on whking capital shall be the Bank Rate as specified
by Reserve Bank of India for the relevant year plus a margin as decided by
GKS / 2YYA&aarzy dé

Based on the methodology specified in the above Regulations, the
Commission ints Tariff Order for FY 2(2-13 had allowed normative interest

on working capital of R€3.25Crore. Following the similar approach and in
accordance with the Regulations, the Commission in this Order has assessed
the working capital and interest thereon based on the trued up ARR of the
Pettioner.

In reply to the query raised by the Commission regarding exorbitantly high
interest on working capital of R§12.98Crore as per audited accounts against
approved interest on working capital of R&.25Crore in the Tariff Order for
FY 20123, the Petitioner submitted that it has claimed the interest on
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working capital as per the normative methodology prescribed by the Tariff
wS3dzf F iA2yad YR R2LIGSR o6& GKS /-2YYAaa
up and tariff orders without imposing any atidnal burden on the
consumers.

4.5.24 The summary of the interest on working capital approved by the Commission
in the Tariff Order for FY 2@-13, claimed by the Petitioner and that approved
by the Commission in the present Truing up Order is shown in the Table
below:

Table-: INTEREST ON WORKING CAPITAL FORHA ZBs. Crore)

FY 201213
Particulars Tariff ; . Approved
Audited Petition upon
Order :

Truing Up

One month's O & M Expenses 48.17 - 70.84 47.27
Onetwelfth of the sum of the book value ¢

materials in stores at the end of each mon 4.62 - 15.73 15.73

of such financial year.

Receivabl ivalen rg

eceivables equivalent to 60 days ave 666.42 ) 628.12 636.85

billing on consumers

Grand Total 719.2 - 714.70 699.85

Less: Total Security Deposits by 1
Consumers reduced by Security Depo

under section 47(1)(b) of the Electricity A 21318 ) 254.95 254.95
2003

Net Working Capital 506.03 - 459.75 444,90
Rate of Interest on Working Capital 12.50% - 12.50%| 12.50%
Interest on Working Capital 63.25 512.98 57.47 55.61

4.5.25 The following table summarises the interest and finance charges approved by
the Commission in the Tariff Order, interest and finance charges claimed by
the Petitioner and that approved by tHeommission in this Order:

Table-: ALLOWABLE INTEREST AND FINANCE CHARGES FORBRR@rdre)
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: Actual as per Approved
: Tariff 8 : P True-up bp V.
Particulars audited . upon Truing
Order Petition
accounts Up

A:Interest on Long Term Loans
Gross Interest on Long Ter 5 g3 162.21 116.00 116.00
Loan
Less: Interest Capitalisation 9.36 10.10 10.10 7.23
Net Interest on Long Term Loan 92.47 152.11 105.90 108.77
B: Finance and Other Charges
FinanceCharges 8.32 - - -
Bank Charges 1.46 0.11 0.11 0.11
Interes't on Consumer Securi 12 56 914 914 9.14
Deposits
Total Finance Charges 22.34 9.25 9.25 9.25
C: Interest on Working Capital 63.25 512.98 57.47 55.61
Total (A+B+C) 178.06 674.34 172.61 173.64

4.6
4.6.1

DEPRECIATION

The Petitioner has submitted that the actual depreciation expense as per
audited accounts is R4.13.43 Crore. However, the same depreciation has
been accounted for considering the depreciation rates prescribed by the
Companies Act, 1956. The Petitioner further submitted that for the purpose of
Truing up, it has computed the depreciation expense on theadBFA base
and at the regulatory rates applicable for F1.2Q.3.

462 'a NB3IIFINRa G§KS [ 2YYAaahihdsg OffundingzZdMNE  NEB:
capitalization, the Petitioner submitted #t the Commission in the True up

Order for FY200809 to FY 20112 and ARROrder for FY 20145 had

considered a normative approach wherein it had considered a normative
gearing of 70:30Considering this approach, 70% of the capital expenditure
undertaken in any year was considered to be financed through loan and
balance 30% hasbeen considered to be financed through equity
contributions. The portion of capital expenditure financed through consumer
contributions, capital subsidies and grants was separated as the depreciation

and interest thereon would not be charged to the congim
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4.6.3 Based on the above, the demiation as claimed by the Petitioner for FY120
13is shown in the Table below:

Table-: DEPRECIATION CLAIMED BY LICENSEE FORIBYR20 Crore)

Particulars Opening | Additions | Deduction| Closing | Depreciati | Permissible
GFA to GFA | sto GFA GFA on Rates | Depreciation
considered
Land & Land Rights
i) Unclassified 0.03 - - 0.03 -
i) Freehold Land - - - - -
Buildings 25.79 7.97 - 33.76 7.84% 2.33
Other Civil Works - - - - 7.84% -
Plants & Machinery 798.65 66.25 326.71 538.18 7.84% 52.40
Ie_;ltTS’ CableNeworh '\ s 67|  24052|  11.98| 137721  7.84% 99.01
Vehicles 4.16 0.00 - 4.16 7.84% 0.33
Furniture & Fixtures 4.36 0.51 - 4.87 7.84% 0.36
Office Equipments 39.24 0.85 - 40.09 7.84% 3.11
Jeep & Motor Car - - - - -
Total 2,020.89 316.10 338.69| 1,998.30 157.55
Fixed Assetas per | ) 01 o3 ] -| 1,601.03 7.84% 12552
Transfer Scheme
Grand Total 3,621.92 316.10 338.69| 3,599.33 7.84% 283.07
4.6.4 In redy to the Commission's query regarding claimed depreciation rate of

7.84%, the Licensee has submitted that it has considered a weighted average
depreciation rate of 7.84% for the truing up in respect o2BY2-13, which is

in line with the rate considered by the Commission in its Tariff OrdeF¥or
201213

4.6.5 The Commission asked the Petitioner to confirm that the cumulative
depreciation in FY 2@-13 is less than 90% of GFA for all assets, since assets
cannot be depreciated beyond 90% of GFA in accordance with the Distribution
Tariff Regulations, 2006 which the Petitioner confirmed in the reply to
deficiency note.

4.6.6 Considering the same philosophg adopted by the Petitioner, which is also in
line with the approach followed by the Commission in the previous Truing up

Pagell2



S f Determination of ARR anthriff of MVVNLfor
FY 201816 and Trueup of FY 20123

Order, and after verifying from the audited accounts for F1.22IB as
submitted by the Petitioner, the net entitlement towards depration
expenses claimed by the Petitioner and that approved by the Commission for
Truing up of FY 2@-13is shown in the Table below:

Table-: DEPRECIATION EXPENSES FORFIN3ZBs. Crore)

Particulars Tariff Actual as | Trueup Approved
Order per Petition | upon Truing
audited Up
accounts
Depreciation 312.50 158.97 283.07 283.07

Less: Equivalent amount of
depreciation on assets acquired out 47.12 45.54 4554 4554
of the consumer contribution and
GoUP Subsidy

Net Allowable Depreciation 265.38 113.43 237.53 237.53

4.7 PRIOR PERIOD EXPENSES

4.7.1 The Petitioner submitted that the financial statements of the Petitioner are
prepared in compliance with Generally Accepted Accounting Principles (GAAP)
and AccountingStandards issued by Accounting Standards Board of Institute
of Chartered Accountants of India. There are certain prior period items, which
have been identified and incorporated in the audited financial statements for
FY 202-13. Accounting Standard (AS&WS PA aSRU 2y WbS{ t NRT
t SNA2RX t NA2NJ t SNA2R LGSYAa FyR [/ KIFy3aSa

Gt NA2NJ LISNA2R AdGSya |INB AyO0O2YS 2NJ S
period as a result of errors or omissions in the preparation ofitlagcial
aGrasSySyida 2F 2yS 2N Y2NB  LINA 2 NJ LIS N ;

4.7.2 The Petitioner has submitted that it has recognized R®.55Crore ofnet
prior periodincomein the audited financial statements for FY12013.

4.7.3 As regards the prior period expensdhe Commission ints Order dated
October 1, 2014 has directed the Licensee to file a separate Petition for
approval of prior period expenses / income for FY 20080 FY 20112
which should clearly indicate the head wise and year wise bifurcation of prior
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period expenseg income clearly indicating the impact of such expenses or
incomes on various ARR components and such impact should not exceed the
normative expenses for any particular yeanith regard to the above
direction thePetitionerin its Petition for FY 20156 hassubmitted that such
information is under compilationFurther, the Commission in its deficiency
note has asked th@etitionerto submit the relevant information for FY 2012

13 as well.

4.7.4 The Petitionerin its reply to the query sought by the Commissgubmitted
that the prior period expenses / incomes are recognised in the financial
statements in compliance with the Accounting Standards (AS 5) (Revised) on
WhbSG tNRFAG 2N [2aa F2N) 0KS t SNAZ2RZ
1 O02dzy 1 Ay 3 t @&$ noOrkgBie Qearavicd ceksifidation of prior
period items. As there was no statutory requirement of classifying the prior
items with respect to the each year to which they pertain, such information
was not specifically depicted in the audited accoun@onsidering this the
expenses and incomes which are omitted to be accounted for in one or more
financial years are accounted for as and when such omissions or errors are
detected. It requested that the prior periodcomemay be allowed as stated
in the auditedaccount which haalso received the approval of the CAG.

4.7.5 Thus,in line with the approach adopted by the Commission in its earlier True
up Ordersthe Petitioner is directed to file a separate Petition for approval of
prior period expenses / income$he Petition should clearly indicate the head
wise yeafwise bifurcation of prior period expenses / incomes clearly
indicating the impact of such expenses / incomes on various ARR components,
and such impact should not exceed the normative expensesnipmparticular
year. Based on the data submitted by the Petitioner, the Commission after
scrutiny and prudence check shall consider the expenses under the above
head as it deems fit.

4.7.6 The summary of the prior period expenses approved in the Tariff Order,
claimed by the Petitioner and that approved by the Commission in this Order
for Truing up of FY 2@-13is shown in the Table below:

Table-: PRIOR PERIORCOMHE-OR FY 2@2-13 (Rs. Crore)
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Particulars Tariff Actualas | Trueup | Approved
Order per Petition upon
audited Truing Up
accounts
Prior Periodncome 0.00 102.55 102.55 0.00

4.8 PROVISION FOR BAD AND DOUBTFUL DEBTS

4.8.1 The Petitioner submitted that the Commission has not allowed any amounts
towards Provisiorior Bad and Doubtful Debts in the Tariff Order for FY220
13. The Petitioner submitted that such expenses are legitimate business
expenses and are accepted accounting principle even in a sector like banking
where the provisioning of wollectable dues ionsidered as a normal
commercial practice.

4.8.2 The Petitioner submitted that it has computed the entitlement towards
provision for bad and doubtful debtss 2% of the closing revenue receivables
as per audited accounts of the relevant financial year forristion business.

4.8.3 The Petitioner has claimed R#6.42 Crore towards provision for bad and
doubtful debts for FY 2®-13.

4.8.4 As regards provision for bad and doubtful debts, the Commission in its
previous Orders had directed as follows:

True up Order folFY 20001 to FY 20008 dated May21, 2013

G¢CKS /2YYAaaAirzy RANBOGaA 0KS tSOAGA:
identifying and writing off fictitious arrears and submit a copy of such

NB L2 NI 06 ST 2NB (withihSix rhadthsYrand theAddtg/ obissue

of Trueup Order).

Tariff Order for FY 201324 dated May31, 2013

G!a tF01 2F FLIWNRGSR OGN yaLlk NBy(d LIRf
debts is hindering allowance of bad debts as an ARR component; the
Commission directs the Licensee to submit ten sample cases of LT & HT
consumers where orders have been issuedwoting off bad debts,

clearly depicting the procedure adopted for writing off bad debts along
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gAOGK LRfAOE FTNIYSE2N] F2N Yyl 3Iay3
LIS NXzavithin dree month from the date of issuance of the Order.)

Tariff Order for FY 20145 dated October 1, 2014

dThe Commission, further in its deficiency note, has enquired from the
Petitioner about the policy followed by it to identify and write off bad
debts. In its reply, the Petitioner has submitted that the entitlement
towards provisiorfor bad and doubtful debts has been computed at 2% of
the closing revenue receivables as per audited accounts of FYO2008
However, it was observed that the Petitioner has submitted the
approach for creation of provision of bad debts instead of the pyli
followed by it for identification of actual bad debts and writing off the
same. The Commission, in its additional queries, reiterated that the
Petitioner is required to submit the policy followed by it for identification
and writing off actual bad debtat the earliest. In reply to the same, the
Petitioner submitted that it has recently framed a policy for identifying
and writing off old arrears, which has been provided to the Commission
along with the replies and appropriate directions have been issude

field units to compile the sample cases based on this recently issued order
of the licensee. However, from the Regulations it is amply clear that the
Petitioner is required to submit its policy for identifying and writing off
doubtful debts to the @nmission for prior approval, which the Petitioner
has not doné&[Emphasis added]

4.8.5 In reply to the query raised by the Commissiagarding provision for bad
and doubtful debtsthe Petitioner hassubmitted thatit has framed a policy
for identifying and witing off old arrears and a copy of the same was
ddzo YAGUSR (2 GKS 12yQofS /2YYAaaAizy R
ARR and Tariff Petition for FY 2ai3l It also submittedby the License¢hat
appropriate directions have been issued to the fialdits to compile the
sample cases based on such ord€he Commission, in iteficiency note
reiterated that the Petitionehas not submitted any such sample datiatioe
consumer indicating the policy framework for managing bad debts for the
[ 2 YY A apelugalyFOrther, in reply to the query the Petitioner requested
the Commission to approve the polityhas framed for identifying and writing
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off old arrears which it has submitted during the proceedings of ARR and Tariff
for FY 20145 and also durinthe current proceedings.

4.8.6 Regulation 4.4 of the Distribution Tariff Regulations, 2006 specifies as follows:
Gnon . FR FyR 52dzoiFdd 5Soitay

Bad and Doubtful Debts shall be allowed as a legitimate business expense
with the ceiling limit of 2% of the revenuecedvables provided the
distribution licensee actually identifies and writes off bad delstper the
transparent policy approved by the Commissioin case there is any
recovery of bad debts already written off, the recovered bad debt will be
treated as oK S NJ A YEOghisEatided)

4.8.7 Thesubmission made blpetitionercomprises othe approach for creation of
provision of bad debts instead of the policy followed by it for identification of
actual bad debts and writing off the samEurther,the Commission ithe
Tariff Order for FY 2@2-13 had disallowed the claims towards provision for
bad and doubtful debts due to the absence of a clear policy and procedure for
identifying and writing off receivables. Any provisioning towards bad and
doubtful debts needs to be backed up with processesdentify consumers
who are not paying up and then making adequate attempts to collect from
such consumers.

4.8.8 Thus, in accordance with the Distribution Tariff Regulations, 2006 proper
guidelines and procedures for identifying, physically verifying and \gribiif
the bad debts is a must for approval of provision for bad debts. Since, the
Petitioner is yet to satisfy the Commission of the sincere and concerted efforts
G2 O2YLX e ¢gAGK (KS /2YYA&aarzyQa RANBOI
allowance for bd debts for FY 2[P-13 during the final truing up exercise for
FY 202-13.

4.8.9 Therefore, in the absence of proper policy in place for identifying and writing
off receivablesand non submission of sample cases of LT & HT consumer
where orders have been issuefor writing off debts the Commission
disallows the claims towards provision for bad and doubtful debts.
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Table-: PROVISION FOR BAD AND DOUBTFUL DEBT FORIBYRS Crore)

Actual as Approved
Particulars e per Ui pup on
Order audited Petition p
Truing Up
accounts
Provision for Bad and Doubtful Debts 0.00 50.65 76.42 0.00

4.9 RETURN ON EQUITY

49.1 The Petitioner has not claimed any return on equity for the year under review.
Hence, the Commission hasso not allowed any amount towards return on

equity for FY 202-13.

4.10 REVENUE SUBSIDY FROM GOUP

4.10.1 The Petitioner has submitted that the actual revenue subsidy received from
GoUP was R£97.28 Crore during FY 2@-13 as against R937.99 Crore
approved in the Tariff Order.

4.10.2 The Commission has accepted the submission of the Petitioner under this
head.

4.11 ADDITIONAL SUSBIDY REQUIREMENT

4.11.1 The Distribution Tariff Regulations, 2006 are effective from FY-@80Clause

6.10 of the Distribution TafiRegulations, 2006 specifies:
06.10 Provision of Subsidy

1. The Commission, while determining the tariff, shall see that the tariff

progressively reflects the cost of supply of electricity and the cross subsidy is
reduced or eliminated.

2. If the State Geernment decides to subsidize any consumer or class of
consumers, the State Government shall pay the amount to compensate the
affected licensee by grant of such subsidy in advance.

Provided that no such direction of the State Government to grant subsidy
shall be operative if the payment is not made in accordance with the
relevant provisions contained in these Regulations and the Act. In such a
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411.2

4.11.3

4114

case, the tariff of the applicable categories may be revised excluding the
subsidy.

3. The Government shall, bytifigation, declare the consumers or class of
consumers to be subsidized.

4. Tariff of the subsidized category shall be designed taking into account
the subsidy allocated to that category.

5. The Distribution Licensee shall furnish details of power consdrny the

subsidized category to the State Government and the Commissidre

Distribution Licensee shall provide meters on all rural distribution
transformers and shall also furnish the power consumption details in
respect of agricultural and rural doméstconsumption based on readings

FNRY &dzOK YSGOSNE YR Y2NXIGAGBS RAAGN
[Emphasisadded]

The Commission, in its Tariff Ordéor FY 20134 and FY 20145, regarding
additional subsidy requirement has stipulated as under:

G¢CKS /2YYAaaArzy Ay GKS GNUz2S dzJ hNR
computed the additional subsidy requirement from GoUP as the difference
between actual cost of sales to subsidised categories and the revenue
assessment to the subsidised categories of {IM&) Consumer getting

supply as per "Rural Schedule” and LB\Private Tube wells (PTW).
Similarly, the Commission in this Order also, has computed the additional
subsidy requirement from GoUP which ensures that commensurate
subsidy from GoUP is factoredlime ARR being approved for FY 2018 ¢ ¢

With regardto the above matter, the Distribution Licensees have filed an
LIS E o60STF2NB KS 12yQofS 1t¢e9] 2y | LI
matter is subjudice, the same approach has been continued lhe t
Commission as adopted in True up Order dated ®thy2013and Tariff Order

Octoberl, 2014

The Commission, in its Deficiency Note haked the Distribution Licensees to
submit the actual revenue, sales and the through rate for all the categories
and sib-OF 6 SI2NASas SaaSydadarftte F2NJ GKS

QX
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52YSa0A0 Ay [a+x wMc[ afiSpzNBIRIRINGRNs @Htnc 2
regard, the Petitioner, in its reply has submitted tteguireddetails

4.11.5 The Commission has considered the acts@les of the subsidised categories,
namely LMVL (a): Consumer getting supply as per "Rural Schedule" and LMV
5: Private Tube wells (PTWiQr computing the actual subsidy requirement,
which is also same as submitted by the Petitioner. Further, the throath
for the LMV1 (a) Consumer getting supply as per "Rural Schedmié'LMV5:
Private Tube wells (PTWas beerconsidered asubmitted by the Petitioner.

4.11.6 As per the table provided below, thedditionalsubsidy has been considered
for reduction from he ARR being trued up.

Table-: COMPUTATION OF SUBSIDY REQUIREMENT FORIBYRHCrore)

Sales COSt. o Thru Rate | Loss Loss
. Service
Particulars RS/

(MU) (Rs/kWh) | (Rs/kWh) KWh) (Rs Crore)
LMMA1: (a) Consumer getting
supply as per "Rural 1,191.18 6.45 1.26 5.19 61858
Schedule"
LMV5: PTW 623.00 6.45 1.11 5.34 33287
Total Loss 1,814.18 95145
Subsidy Available 597.28
Additi_onal Subsidy 35417
Requirement

4.12 REVENUE SIDRUING UP
NONTARIFF INCOME

4.12.1 The Petitioner has submitted that the actual ntariff income during FY 2@-
13 was Rs.17.63 Crore as compared to R41.49 Crore approved by the
Commission in the Tariff Order.

4.12.2 The Commission has accepted the submission of the Petitioner under this
head and has accordingly approved Nberiff Income of Rsl7.63Crore for
FY 2Q2-13.
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4.13 REVENUE FROM SALE OF POWER

4.13.1 The Petitioner has submitted that the actual revenue fresale of pover
during FY 20123 is Rs3,821.07Crore (out of which, Rs160.51 Crore is
towards delayed payment surcharge) towards electricity salés880.78MU

against Rs3,998.50Crore approved by the Commission in its Tariff Order.

4.13.2 The Commission, in its deiéncy note, asked the Petitioner to confirm that

Delayed Payment Surcharge has not been double accounted in the total
revenue and further it should also submit the detailbreakup of revenue

from sale of power. In its reply, the Licensee has submitiéd ti &5 St | & S|
tF@YSyid adzaNOKINBS¢ KIFIa y24G4 0SSy R2dzmf S
it has been added up to the Revenue from Sales. Further, the complete
breakup of the total revenue and delayed payment surcharge as per the

audited accounts is also sulitted by the Petitioner.

4.13.3 The Commission has accepted the revenue from sale of power as submitted
by the Petitioner and has accordingly appedvthe actual revenue of Rs.
3,821.07 Crore including delayed payment surcharge as per the audited
accounts for FY2012-13 towards sales 00,880.78 MU. The summary of
revenue approved in the Tariff Order, as claimed by the Petitiomer as
approved by the Commission in this Order for Truing up of FI2-2Bis

shown in the Table below:

Table-: REVENUE FOR FY203 (Rs. Crore)

_ Tariff Actual_as per Trueup Approvgd
Particulars audited e upon Truing
Order Petition
accounts Up

Revenue from Tariff including

Delayed Payment Surcharge 3998.5 3821.07 3821.07 3821.07
Non tariff items 41.49 17.63 17.63 17.63
Total Revenue 4039.99 3838.70 3838.70 3838.70

4.14 ARRAND REVENUE GAP/ (SURPLUS) FORFY3AFTER TRUING UP

4141

The Aggregate Revenue Requirement for F¥Y2A@ after final truing up is
summarized in the Table below:

Table-: ARR, REVENUE AND GARMMARYOR FY 20123 (Rs. Crore)
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Actual as per

Particulars Approved audited Tru.e~.up Approyed
Petition | upon Truing Up
accounts
(a) (b) (c) (d) (e)
Power Purchase Expenses 4537.76 4745.95 5274.90 519245
Apportionment of O&M Expenses |
UPPCL# 26.27 0.00
Transmission Expenses 218.80 228.75 239.07 22279
Gross O&M Expenses 657.18 850.12 850.12 660.13
Gross Interest on Long Term Loang 101.83 162.21 116.00 116.00
Interest to Consumer 12.56 9.14 9.14 9.14
Finance Charges 9.78 0.11 0.11 0.11
Interest on Working Capital 63.25 512.98 57.47 55.61
Discount to Consumers 0.00 0.00 0.00 0.00
Depreciation 265.38 113.43 237.53 237.53
Prior Period Expenses 0.00 (102.55) (102.55) 0.00
Other Misc Expenses 0.00 1.14 1.14 0.00
E;ol;{[lsslon for Bad and Doubtfi 0.00 50.65 76.42 0.00
Gross Expenditure 5866.54 6571.93 6785.63 6494.11
Less: Employee Capitalisation 73.79 79.47 79.47 79.47
Less: A&G Capitalisation 5.33 13.37 13.37 13.37
Less: Interest Capitalisation 9.36 10.10 10.10 7.23
Total Capitalisation 88.48 102.94 102.94 100.07
Net Expenditure 5778.06 6468.99 6682.69 6393.69
Add: Return on Equity 0.00 0.00 0.00 0.00
Less: Nosariff Incomes 41.49 17.63 17.63 17.63
Add: Efficiency Gains 0.00 0.00 0.00 0.00
Annual Revenue Requirement 5736.57 6451.36 6665.06 637606
Revenue from Tariff incl. DPS 3998.50 3821.07 3821.07 3821.07
GoUP Subsidy 937.99 597.28 597.28 597.28
Net Revenue Gap 800.08 2033.01 2246.71 1957.71
Less: Additional Subsic
Requirement 35417
Net Revenue Gap 800.08 2033.01 2246.71 160354

# Apportionment of O&M Expenses of UPPCL has been allowed while computing BST
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4.14.2 The Petitioner requested the Commission to consider the revenuetside
up and expense side trugp as per the aforementioned sections wherein the
net revenue gap has been compdtat Rs2,246.71Crore.

4.14.3 However, as observed from the above Table, against the gap & R&.71
Crore claimed by the Petitioner for truingpof FY 202-13, the Commission
has worked out the gap of Rk,60354 Crore while carrying out the truing up
on the basis of the audited account$he Commission has discussed the
treatment of above revenue gap subsequently in this Order.
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5. ANNUAL REVENBWEQUIREMENT FOR 24865

5.1 INTRODUCTION

5.1.1 In this section, the Commission has undertaken the process of approval of the
Annual Revenue Requirements and Tariff determination of the Licensee for FY
201516 in line with the provisions of the Distribution Tarifdrlations, 2006.

5.2 CONSUMPTION PARAMETERS: CONSUMER NUMBERS, CONNECTED LOAD,
SALES

5.2.1 The Petitioner submitted that it has projected the categarnge sales based
on the CAGR of the last eight years data and considering factors like available
population data, expected conversion of unauthorized connections,
connected load factor and specific growth factors and wherever the data was
incongruous such incongruity was ignored while projecting the load growth
for the ensuing years.

5.2.2 The Petitioner submitted that theforecast model projects the specific
consumption level (consumption per customer) appropriate for each customer
category. The Petitioner submitted that this forecast is based on expected
growth relationships to income and price, effect of Demand Side gament
and impact of hours of service.

5.2.3 The Petitioner submitted that the specific consumption level along with the
number of customers in each category gives the sales figure for that particular
sub-category and the final detailed calculations estimate #tonnected load
by tariff category. The Petitioner added that the division level forecasts have
been consolidated and losses have been added to the sales estimates to
determine power purchase requirements.

5.24 The billing determinants including number of Comers, Connected Load and
Energy Sales for FY 2016 as submitted by the Petitioner are shown in the
Table below:
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Table-: CONSUMPTION PARAMETERS SUBMITTED BY THE PETITIONER FI®R FY 2015

SN RS No. of Connected load Energy sales
consumers (kW) (MU)
LM\A1: Domestic 40,78,928 50,73,618 6,313
LM\£2:NonDomestic 2,86,941 7,50,511 1,095
LM\£3: Public Lamps 4,159 93,326 436
LM\£4: Institutions 20,182 1,43,244 410
LM\L5: Private Tube Wells 1,46,031 6,22,486 1,124
LMV 6: Small and Medium Power 41,554 3,81,018 675
LM\L7: Public Water Works 2,173 1,04,649 754
LM\£8: State Tube Wells 9,769 1,87,361 799
LM\A9: Temporary Supply 138 442 2
LM\£10: Departmental Employees 26,763 99,066 156
H\£1: Nonlndustrial Bulk Loads 822 3,18,946 700
H\t2: Large and Heavy Power 1,383 5,37,248 1,684
H\£3: Railway Traction 6 34,288 88
H\£4: Lift Irrigation 21 26,163 137
Extra state & Bulk 1 5,000 62
Total 46,18,872 83,77,366 14,435
5.2.5 For forecasting the consumption parameters the Commission has adopted the
same methodology as proposed by the Petitioner as it seems fair and
equitable.
5.2.6 The consumption norms for projection of unmetered sales were established
vide UPPCL Order No. 2689R/L, dated July 7, 2001 and Order No. 165 CUR
2 | R3 dated February 14, 2014 as detailed below:
Table-: CONSUMPTION NORMS FOR UNMETERED CATEGORIES
~ Consumption Norm (As | Consumption Norm (As per
NG Category per UPPCL Order No. 264| UPPCL Order No. 165 C2R

CUR/L dated July 20, 200] R-3 dated February 14, 2014

1 | LMV1: Domestic (Rural) 72 kWh / KW /month 108 kwh / kW / month
2 | LMV2: Non Domestic (Rural) 72 KWh / KW / month 108 kWh / kW / month
3 | LMV3: Public Lamps (Rural) 300 kWh / kW / month No Change
4 | LMV3: Public Lamps (Urban) 360 kWh / kW / month No Change
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g| Consumption Norm (As | Consumption Norm (As per
Nc; Category per UPPCL Order No. 264| UPPCL Order No. 165 C2R
CUR/L dated July 20, 200] R-3 dated February 14, 2014
g | LMV Private Tube Wel o) oo\ wh/kw /month | 137.49 kwh / kw / month
(Rural)
2.35 kWh
6 | LMVS: State Tube Wells (Rur{ >0 35r’nomh/ PUMP /| £243.53 kWh / pump / montt
5.2.7 As regards consumption norms to be considered for assessment of
consumption of unmetered categorieRegulation 3.1 (3) of the Distribution
Tariff Regulations, 2006 specifies as follows:
God & LISNI GKS ¢FNRARFT t2ftA08 A&aadsSR
to be completed by March 2007, however, based on ground realities if the
distribution licenseeexks exemption towards its metering obligation for
any particular category of consumers it must provide the Commission
revised norms, based on fresh studies, for assessment of consumption for
these categories. Sales forecast for suckmatered categorieshall be
validated with norms approved by the Commission on the basis of above
dGdzRe OF NNASR 2dzi o6& (KS fAOSyasSSos¢
528 ! faz23y GKS 12yQo6ftS 11'¢9 Ay AdGa WwdzRAYSy

239 of 2012 has ruled as follows:

GCKS AaadzS 27T isdoyrEsgiote NayRo the Gtaje bf Bitar
Pradesh but is prevalent in every State throughout the country especially
in the agriculture sector. The Commission has to adopt some normative
value for estimation of the unmetered supply. In the absence of any
scientific study made available to the Commission, the Commission has
adopted the norms available at that relevant time. The Commission had
been directing the distribution licensees to carry out study done for
accurate estimation of consumption by unmetérsupply. We accept the
submissions made by the Commission and do not intend to interfere with
the impugned order at present. However, we feel that the important issue
cannot be postponed indefinitely at the hands of distribution licensees.

Pagel26



F@M=' Determination of ARR anthriff of MVVNLfor
FY 201816 and Trueup of FY 20123

We direct theCommission to get the required study done by itself through
d2YS SELISNI O2yadzZ GFLyd Ay | FAESR GA°
5.2.9 With regard to the consumption norms, the Commission in its Tariff Order for
FY 201415 dated October 1, 2014 has specified as under:

Gl 2 6 S @S Nie uametei®d data submitted by the Distribution
Licensees is itself on assessment basis, and does not give the accurate and
true picture of the actual unmetered consumption; the data submitted by
the Distribution Licensees cannot be the only basisdimpatation of new
O2yadzYLIIA2Yy y2N¥&DE

5.2.10 In view of the above, to provide accurate and effective consumption norms
the Commission in its Tariff Order for FY 2Q®4dated October 1, 2014 has
directed the Licensees to conduct a detailed study. The relevaraaxf the
aforesaid Order is depicted below:

G1 SyoSs GKS /2YYAaarzy Aa 2F (GKS 2Ln
norms without validating the same based on detailed and appropriate

study, would not be appropriate. Further, the Distribution Licensees /
UPPCL in the meeting on this issue held with the Commissior' @p#B

2014 in response to the-House Paper prepared by the Commission, have

agreed to conduct a study to assess the actual consumption norms in
accordance with the Regulations.

In view of the above, to provide accurate and effective consumption
norms, the Commission directs the Petitioners to conduct a detailed study,
which should include the following:

1 Review of Methodology adopted by Distribution Licensees for
assessment of consumepti norms for unmetered consumers.

1 Identification and finalization of sample size of unmetered
consumers for installation of meters by Distribution Licensee.

1 Collection and analysis of data like Distribution -8ivsion wise
number of consumers where sal®pmeters have been installed,
month wise load of each such consumer maintained in the
Distribution Suldivisions, montiwise consumption readings of
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5.2.11

5.2.12

each sample meter along with number of supply hours per month,
total connected load division wise and nmih wise, etc.

Further, in reply to the Commission directive to conduct a detailed study to

provide accurate and effective consumption norms, the Licensees submitted
that as per the Uttar Pradesh Electricity Regulatory Commission (Multi Year
Distribution Tariff) Regulations, 2014 the study for assessment of metered and

unmetered consumers has to be completed by September 30, 2015 and
December 12, 2015 respectively. Accordingly, the same would be completed
in the stipulated timeframe.

Hence, the Commissioneiterates that the Licensees should conduct a
detailed study to provide accurate and effective consumption norms as
specified by the Commission in its earlier Orders and as per the provisions
outlined in Uttar Pradesh Electricity Regulatory Commission (Mufear
Distribution Tariff) Regulations, 2014 in a time bound manner

5.2.13 Further, vide letter No. 83/ PCL/ Revenue dated March 31, 2014, UPPCL
submitted the minimum consumption units for billing the consumers with
defective meters in urban area as specifisow:

Table-: CONSUMPTION NORMS IN URBAN AREA SUBMITTED BY UPPCL
SI. No Category Consumption Assessed
LM\£1: Domestic 155 / kW / Month
LM\W£2: NonDomestic 260 / kW / Month
LM\£6: Small &Vedium power 260 / kW / Month

5.2.14

Further, the Commission has passed a Suo Motu Order on May 11, 2015 in the
matter of provisional billing in case of Defective meters and Normative
Consumption for unmetered Consumer wherein the Commission has directed
the Licensees to explain as to why ismd consumption norms have been
issued in spite of the specific instruction in the Tariff Order for FY-281i4
conduct a detailed study to provide accurate and effective consumption
norms. Further, in the aforesaid Order the Commission has also dir¢loee
Distribution Licensees to submit their proposal regarding the Normative
Consumption for unmetered consumers.
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5.2.15

5.2.16

5.2.17

5.2.18

5.2.19

In the above matter the Commission has passed another Order on May 29,
2015 directing the Licensee to use the normative consumption gittnethod

for defective meters as per the provisions specified in the Electricity Supply
Code 2005 and with regard to the study for assessment of metered and
unmetered consumersthe Commissiordirected the Licensees to complete
the studyadhering to the spulated timeframe as specified in UPERC (Multi
Year Distribution Tariff) Regulations, 2014.

Further, in the aforesaid Order, the Commission has also directed the
Licensees that before changing / revising any consumption norms, prior
approval of the Commsson must be taken by the Licensees in future.

In this regard, for the present Order, the Commission has estimated the sales
for unmetered categories for FY 2016 by multiplying the consumption
norms as per UPPCL Orders No. 2648R/L dated July 20, 208ftd 165 CUR

2/ R3 dated February 14, 2014 with the appropriate consumption parameter
(connected load or number of consumers).

Further, the Licensees in its ARR / Tariff Petition for FY -261Bave
submitted that they have accounted the number of hourfssoipply / load
shedding in different areas to estimate the sales for FY 2Bl he Petitioner

in its Petition has projected the supply hours for various areas as specified
below:

Table-: Projected Hourf Supply as submitted by the Petitioner for FY 2016
FY 201516
(No. of Hours)
Mahanagarg M 21:30
District¢ D 17:30
Commissionary C 20:15
Bundelkhand; B 21:00
Rural- R 10:00

Sl. No. Description

G| W|IN|F

The existing tariff structure allows different tariff for different categories of
consumers which has no linkage with the number of hours of supply and it is
observed that there is a general grievance among the consumers that the
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number of supply hours aneot uniform in all the areas of the Licensees. Thus,
the Commission is of the view that there should be a mechanism to account
the varying number of supply hours in the Tariff Structure.

Table-: Hours ofSupplyfor a Month based on projected Hours of supply submitted
by the Petitioner for FY 201436

FY 201516 (Total No.
Sl. No. Description of Hours of Supply for
a month )
1 Mahanagarg M 585
2 District¢ D 525
3 Commissionary C 608
4 Bundelkhand; B 630
5 Rural- R 300

5.2.20 Thus, in this regard, if in a particular month the number of hours of electricity
supplied by the Licensee exceeds by more than 10% of the total number of
hours as specified in the above table, then the Licensee may cleartgn
incremental charges from the domestic consumers which should not exceed
2% of the Rate of Charge.

5.2.21 The Commission hereby approves the consumption parameters for FY18015
as shown in the Tables below. The detailed-sategory wise consumption
parameters (historical and approved) have been provided in Annexute

this Order.
Table-: CONSMPTION PARAMETERS APPROVED BY THE COMMISSION FGR FY 2015
: No. of Connected load| Energy sales
Consumer categories
consumers (kW) (MU)

LM\£1: Domestic 40,78,928 50,73,618 6,313
LM\£2:NonDomestic 2,86,941 7,50,511 1,095
LM\3: Public Lamps 4,159 93,326 436
LM\£4: Institutions 20,182 1,43,244 410
LM\5: Private Tube Wells 1,46,031 6,22,486 1,124
LMV 6: Small and Medium Power 41,554 3,81,018 675
LM\L7: Public Water Works 2,173 1,04,649 754
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ST GRS No. of Connected load| Energy sales

consumers (kW) (MU)

LM\£8: State Tube Wells 9,769 1,87,361 799
LMV9: Temporary Supply 138 442 2
"LMV£10: Departmental Employees 26,763 99,066 156
H\:1: Nonindustrial Bulk Loads 822 3,18,946 700
H\:2: Large and Heavy Power 1,383 5,37,248 1,684
H\ 3: Railway Traction 6 34,288 88
H\A4: Lift Irrigation 21 26,163 137
Extra state & Bulk 1 5,000 62
Total 46,18,872 83,77,366 14,435
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Table-: NUMBER OF CONSUMERS: HISTORICAL TREND AND APPROVED VALUESIBOR FY 2015

GComputed for FY

Approved for FY

FY 1314

Consumercategories FY 1112 FY 1213 1415 201516
LM\£1: Domestic 25,42,039 26,60,533 28,32,752 31,27,952 40,78,928
LM\ 2:NonDomestic 2,68,788 2,72,774 2,64,920 2,75,369 2,86,941
LM\£3: Public Lamps 6,002 6,057 4,029 4,092 4,159
LM\A4: Institutions 15,857 16,275 17,303 18,687 20,182
LMV£5: Private Tube Wells 1,33,626 1,37,457 1,43,860 1,44,868 1,46,031
LMV 6: Small and Medium Power 34,096 35,119 35,016 38,135 41,554
LM\A7: Public Water Works 1,669 1,728 1,771 1,956 2,173
LM\A8: State Tube Wells 9,197 9,064 9,245 9,498 9,769
LM\A9: Temporary Supply 1,712 1,604 125 131 138
LM\£10: Departmental Employees 21,609 22,262 23,553 25,101 26,763
H\A1: Nonlndustrial Bulk Loads 482 535 680 748 822
H\:2: Large and Heavy Power 1,126 1,205 1,269 1,324 1,383
H\:3: Railway Traction 2 4 5 5 6
H\£4: Lift Irrigation 17 18 18 19 21
Bulk & Extra State 1 1 1 1 1
Grand Total 30,36,223 31,64,636 33,34,547 36,47,887 46,18,872
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Table-: CONNECTED LOAD (KW): HISTORICAL TREND AND APPROVED VALUESIEOR FY 2015
Consumer categories FY 1112 FY 1213 FY 1314 Cb?f‘ﬁfsfor Agg%i;g”
LM\£1: Domestic 35,14,741 37,01,495 39,97,819 42,76,924 50,73,618
LM\ 2:NonDomestic 6,49,547 6,91,868 6,89,571 7,19,770 7,50,511
LM\A3: Public Lamps 85,747 94,068 88,330 83,473 93,326
LM\A4: Institutions 1,13,682 1,13,678 1,19,074 1,32,633 1,43,244
LMV£5: Private Tube Wells 5,58,003 5,69,452 6,09,915 6,16,304 6,22,486
LMV 6: Small andledium Power 2,92,315 3,11,925 3,13,917 3,52,586 3,81,018
LM\A7: Public Water Works 77,321 75,863 81,363 95,166 1,04,649
LM\A8: State Tube Wells 1,40,635 1,37,758 1,42,060 1,74,933 1,87,361
LM\A9: Temporary Supply 5,399 5,139 267 421 442
LM\£10: Departmental Employees 75,214 79,111 78,491 92,923 99,066
H\:1: Nonindustrial Bulk Loads 1,88,664 2,10,259 2,63,690 2,90,004 3,18,946
H\:2: Large and Heavy Power 4,24,246 4,54,706 4,91,476 5,13,611 5,37,248
H\ 3: Railway Traction 12,925 22,425 31,100 32,655 34,288
H\£4: Lift Irrigation 22,800 22,961 23,101 24,574 26,163
Bulk & Extra State 5,000 5,000 5,000 5,000 5,000
Grand Total 61,66,239 64,95,708 69,35,174 74,10,977 83,77,366
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Table-: ENERGY SALES (MU): HISTORICAL TREND AND APPROVED VALUEST8OR FY 2015

Consumer categories

FY 201412

FY 201213

FY 201314

Computed for

Approved for

FY 201415 FY 2015L6
LM\£1: Domestic 3,794 3,996 4,493 5,412 6,313
LM\2:NonDomestic 822 861 933 1,021 1,095
LM\A3: Public Lamps 308 325 308 379 436
LM\A4: Institutions 316 298 282 370 410
LM\5: Private Tube Wells 604 623 731 1,103 1,124
LMV 6: Smalind Medium Power 457 484 489 610 675
LM\A7: Public Water Works 307 388 374 687 754
LM\A8: State Tube Wells 784 896 922 763 799
LMV9: Temporary Supply 12 16 1 2 2
LM\£10: Departmental Employees 122 135 132 142 156
H\A1: NonIndustrial Bulk Loads 395 408 523 637 700
H\ 2: Large and Heavy Power 1,130 1,239 1,263 1,601 1,684
H\:3: Railway Traction 31 35 80 84 88
H\£4: Lift Irrigation 110 117 117 129 137
Extra state & Bulk 43 59 62 62 62
Total 9,235 9,880 10,711 13,001 14,435
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5.2.22 As regards the metering of consumers, Section 55 of the Electricity Act, 2003
stipulates as follows:

Gpp® 6mM0 b2z fAOSyasSS akKlff &dzl)e Sf
from the appointed date, except through installation of a correct meter in
I O0O2NRIyOS ¢A0GK NB3IdzE I GA2ya (G2 06S YI |
5223 / KI LJXGSNI p Wa SH ENarigits Supply TCodé R0B5, dpecifies as
follows:

Gpem [AOSyasSSa 26ftAIrGAZ2Yy (2 3IAGBS adz
(&) 2 [No new connection shall be given without a Meter and Miniature

Circuit Breaker (MCB) or Circuit Breaker (CB) of apptempecification
from the date of issue of this code.

(b) All unmetered connections including PTW, streetlights shall be
metered by the licensee.

(c) The Licensee shall not supply electricity to any person, except through
installation of a correct metein accordance with the regulations to be
made by the Central Electricity Authority under Electricity Act, 2003.]

Provided that the Commission may, by notification, extend the said period
for a class or classes of persons or for such area as may be sbertifie
that notification.

2 [Provided also that if a person makes default in complying with the
provisions contained in the clauses 5.1(a), (b) and (c), UPERC may make
such order as it thinks fit for requiring the default to be made good by the
generating canpany or licensee or by any officer of a company or other
Faa20AF0A2y 2NJ IFyeé LISNE2Y ¢K2 Aa NBa

5.2.24 From the above, it is evident that metering of consumers is essential.
However, by not complying with the above, the Distribution Ls&n is
contravening and is in default of above provisions / Regulations. The
Distribution Licensee must demonstrate on best effort basis, their will and
intent to comply with the provisions of the Act and Regulations, failing which
they are liable for beig dealt with appropriately as per provisions of the Act /
Regulations.
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5.2.25 The Distribution Losses of the Distribution Licensee are at higher level and the

5.2.26

5.2.27

major reason for the same is large number of unmetered connections, which
ultimately leads to disallowase of power purchase cost on one hand and loss
of revenue on the other hand. Thus, it becomes extremely necessary for the
Distribution Licensee to ensure that it achieves the target of 100% metering
within its distribution area.

Although bound by the variss provisions of the Electricity Act, 2003, various
Regulations, and several directions given by the Commission, the Distribution
Licensee has not been able to improve the metering status in its distribution
area. The Commission opines that part of thelgeon has arisen because of
lack of strong will power and determination of the Distribution Licensee to
tackle the above issue and part of the problem has been due to the resistance
that the Distribution Licensee faces in this regard. The Commissiorthe of
view that a solution to the above problem can only be evolved if both the
consumers and the Distribution Licensee work together under the supervision
of the Commission to achieve the goal of 100% metering.

In view of the above, to encourage the unmetd consumers to shift to
metered connections the Commission in its Tariff Order for FY-281dated
October 1, 2014, has reduced the energy charge for such consumers who shift
from unmetered to metered category to some extent. Further to discourage
the unmetered connections, the Commission has also increased the Tariff for
unmetered category of consumers, for instance the tariff for rural domestic
consumers was specified based on per kW / month from the existing per /
connection / month. However, considag the general grievance of many
consumers under LMY (a) and LMA\2 (a) categories having load upto 2 kW
that their contracted load is higher than their actual load, the Commission
vide letter no. UPERC / Secy / D(Tariff) #1183 dated October 14, 2014
directed the Licensees to ascertain the actual load of consumer and accorded
a time period of 3 months to complete such exercise and till such time for
such sukcategories the tariff rate as per Tariff Order for FY 2043vas made
applicable by the Comssion. Further, vide letter no. UPERC / Secy / D(Tariff)
/ 15-1839 dated January 28, 2015, the Commission extended the relief to the
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5.2.28

5.2.29

5.2.30

5.2.31

above categories of consumers till March 31, 2015 and directed the Licensees
to prioritize the exercise and get it completdy March 31, 2015.

Further, the Commission vide letter no. UPERC / D(T)-203%5lated June 03,
2015 in the matter of Load ascertainment for Rural Consumers & Metering has
directed the Distribution Licensees to confirm the status of the compliance to
the above directive presuming that appropriate action have already been
taken by the Licensees.

To encourage the consumers to get metered connection, the Commission in
its Order for FY 20145 has also specified that the Cost of meter may be
borne initiallyo @ G KS [ AOSyaSS gKAOK akKlkff
within 6 months of time and the above scheme was made applicable only for
the consumers who install the meters by March 31, 2015.

S |

Thus, in line with the direction provided by the Commissioearlier Orders,

the Commission has decided to retain the provisions and directs the Licensee
that that the Cost of meter may be borne initially by the Licensee which shall
0S FR2dzaiSR Ay (KS O2yadzYSNBQ oOAff
would be applicable only for the unmetered consumers who install the meters
by March 31, 2016.

g Al

Ly NBLIXe& G2 0(0KS /2YYAadarzyQa RSTFAOASYO
connections up to December, 2014, the Petitioner has submitted the details as
follows:

TABLE: NUMBER OF UMETERED CONSUMERS AS SUBMIT TEEDMVBIL

FY 201415
Particulars FY FY FY FY FY FY (Till
200809 200910 201011 201112 201213 201314 December
2014)
LMVic 1 Rurall 201 177]  844.922| 835115 831834 848076 888464 11,87,002
Domestic
LMV ¢ 2 Rural
. 13,074 17,648 18,751 21,412 21,069 20,609 22,473
Commercial
LM\L3 Public
5,013 5,064 5,635 5,852 5,899 3,875 3,050
Lamps
LMW5 PTW 1,15,607 1,22,965 1,26,178 1,26,701 1,30,578 1,36,615 1,40,075
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FY 201415
Particulars FY FY FY FY FY FY (Till
200809 200910 201011 201112 201213 201314 December
2014)
LM\8 State
9,175 8,680 8,501 8,138 8,861 8,806 9,181
Tube Wells
LM\£9
Temporary 1,014 7 59 25 - - 152
Supply
LM\£10
19,334 19,856 21,237 21,609 22,262 23,553 24,350
Employees
Total 9,34,394| 10,19,142| 10,15,476| 10,15,571| 10,36,745| 10,81,922| 13,86,373

5.2.32 It is observed that the number of unmetered consumers has been increasing
since FY 20089 and the Licensee has not been able to convert its consumers
into metered connectionsince a very long time. It may be noted that the
Commission in its Tariff Order dated May 31, 2013 had directed the Petitioner
as follows:

G/ 2YYAadaaAirzy RANBOGA GKS [AOSyaSS a2
metering in its licensed area. However, based on tloairgd realities, if

the Distribution Licensee seeks exemption towards its metering obligation

for any particular category of consumers, it must provide the Commission
revised norms specific for its supply area, based on fresh studies, for
assessment of ceamption for these categories. Sales forecast for such
un-metered categories shall be validated with norms approved by the

/| 2YYA&aaArz2y 2y GKS olara 2F 020S aidz

5.2.33 However, the Licensee has not submitted any explanation as foitlas not
been able to convert the unmetered connections to metered connections
since FY 20089. This clearly implies that the Petitioner has not been making
its full efforts to convert the unmetered connections herefore, the
Commission once again réicts the Licensee to comply with the direction
given by the Commission in this Order and accordingly put it sincere efforts
to achieve the target given by the Commission.
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5.2.34 The details of ummetered consumers of the 4 Distribution Licensees, viz.,
DVVNLMVVNL, PVVNL and PuVVNL for the period from FY-GZB&8 FY
201415 (till December 2014) are shown in the Table below:

TABLE: NUMBER OF UMETERED CONSUMERS OF FOUR DISCOMS (DVVNL, MVVNL, PUVVNL

AND PVWL)
FY 2014
e FY FY FY FY FY FY 15 (
200809 | 200910 | 201011 | 201112 | 201213 | 201314 Till Dec
2014)
LMV¢ 1 Rural Domestid 3461091| 3688734| 3884519| 4108404| 4368890, 4716315| 5539029
(L:'\gr\n/fnze rF;l;al 72000| 84533| 83235 88172| 96372| 100842 106900
LM\A3 Public Lamps 6802 7233 7294 8174 8969 7131 6492
LMMS PTW 745919| 721451, 752153 765552| 802308 827654 852340
LM\A8 State Tube Wells 27788 27458 27332 27865 28325 29420 28974
LMV Temporary 1167|  100| 490 215 251 278 641
Supply
LM\A10 Employees 70700 75327 75722 80468 81966 84940 84830
Total 4385557| 4604836| 4830745| 5078850| 5387081| 5766580, 6619206
5.2.35 Looking at the status of unmetered consumers, as shown in the table above, it
appears that the Distribution Licensees have not been abtmtoply with the
direction of the Commission and instead of reducing the number of
unmetered consumers, there has been a consistent increase in the number of
unmetered consumers combined for all the Distribution Licensees, indicating
the inefficiency of tle Licensees.
5.2.36 Further, with regard to the above the Petitioner in its ARR / Tariff Petition for

FY 201516 has submitted that it has prepared a roadmap for rural metering
and billing for its entire unmetered consumer base. The roadmap for rural
metering sulmitted by the Licensee has been specified below:

9 Target set for release of approximately 30 lakh new connections per
year.

Pagel39



w'q. 1 1-,
/"H\ e-
jl
““”“’” Determination of ARR anthriff of MVVNLfor FY

201516 and Trueup of FY 20123

,?_';rh:.r"

1 Web enabled online billing system based on cloud computing to be put
in place by June 2015.

1 Payment facility for all consumetisrough web enabled system with the
help of franchisees and government agencies.

1 With webenabled online billing system along with provision of hand
held machines, bills to be delivered at degiep and collection in the
village itself through Franchiseed@. Agencies

5.2.37 In this regard, the Commission expressing its utmost concern directs the
Distribution Licensees to ensure that all their unmetered consumers of EMV
MOFUO ADPSP /2yadzYSNR 3ISGOGAYy3T adzlx & | &
into metered connection by December 31, 2015 beyond which the Tariff for
unmetered category of LMM (a) shall be increased by 10%.

5.2.38 The unmetered consumers of LMXIO category shall be converted into
metered consumers by December 31, 2015 beyond which the tariff for
conglzY SNE dzy RSNJ KAa OFGS32Ne akKlftf oS
02 y & dzY S NEM\-1 daiéddy Bl detailed in the Rate Schedule provided
subsequently in this Order.

5.2.39 Another important issue highlighted by the Commission in its Tariff Order for
FY 201415 was to increase the distribution network of the Licensee and to
cover all the prospective electricity users to become the consumers of the
Licensee. As per the population census of 2011 conducted by the Census
Organization of India, the total number ofsidential premises / households in
the State of Uttar Pradesh are around 3.29 Crore. While from the actual data
submitted by the Distribution Licensees for FY 2Q32it was observed that
the total number of residential consumers having electricity comioas in
the State is only 1.14 Crore.

5.2.40 In this regard, the Commission in its Tariff Order for FY A®1Has provided
additional consumer addition target to the Distribution Licensees to be added
in FY 20145. The relevant extract of the said Order hazmespecified as
under:

G¢CKS /2YYAaaArzy Aa 2F GKS ©@OAS¢ GKIG
Distribution Licensees to expand their consumer base by increasing the
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overall consumer addition per year. Considering the same, the

Commission opines that in addih to the normal consumer addition
(which may only cater to the population growth) the Licensees are
required to add consumers to fulfil the huge gap between potential and
actual consumers who can be given an electricity connection.

....... the Commissiosets an additional target of 25%.e., to cover all the
potential household consumers in about 4 yeaof)70% of the difference
between the numbers of consumers estimated as per the projections done
by the Commission for FY 2013 and total number ohouseholds in the

[AOSy&8840U | NBI | EmpiSiNadied)S Hamm OSy &

5.2.41 Thus, in line with the direction provided by the Commission in its Tariff Order
for FY 20145 the consumer addition target for FY 2016 has been specified
below:

TABLE : ADDITIONAL CONSUMER ADDITION TARGET FORF 2015
Target Target
Total NO'. of 70 % of number of | number of
Domestic » i
Additional Additional | Consumers| Consumers
2011 Census Consumers .
o Households | Household is to be to be
Distribution | Data (No. of (LMW1 ) . .
e I e I to be considered added in added in
covered for target 1st Year 2nd Year
approved for settin (FY 2014 | (FY 2015
FY 201415 g
15) 16)
A B C=AB D =70%*C | E=25%*D| F=25%*D

DVVNL 7,185,882 2,489,664, 4,696,218 3,287,353 821,838, 821,838

MVVNL 10,069,784 2,929,785 7,139,999 4,997,999 1,249,500 1,249,500

PVVNL 5,894,819 3,491,752 2,403,067 1,682,147 420,537 420,537

PuVVNL 9,773,781 3,464,136, 6,309,645 4,416,752 1,104,188 1,104,188

Total 32,924,266 12,375,337 20,548,929 14,384,250 3,596,063 3,596,063

5242 Cd2NIKSNE Ay O2YLX AlLYyOS (2 GKS /2YYA&da

consumer to be added in FY 2018, the Petitioner submitted that from July,
2014 onwards it has been runnimgew connection drives and by means of
various campaigns have been successfully able to add considerable number of
consumers within few months. The Licensees submitted the following table
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depicting actual no of consumers added and load enhanced by theseies
since July, 2014.

TABLE: ADDITIONAL CONSUMER ADDITION AND LOAD ENHANCEMENT
UNDERTAKEN BY THE LICENSEES THROUGH VARIOUS DRIVES$3SN FY 2014

Particulars New Service Connection provideq Load enhancement done
by the Licenses (In Nos.) by Licensees (In kW)

TOTAL 2402465 304658
*The above figures are at State Level

5.2.43  Further, the Commission has passed SiMwtu Order on May 29, 2015 in the
matter of Provisional Billing in case of defective meters / Normative
Consumption for Ummetered consumers, wherein during the proceedings the
Licensees submitted thahe connectims without meters were also released
during Vidyut Chori Roko Abhiyan while adding 24 Lakhs of new consumers
during July and August 2014, due to lack of availability of meters. But such
connections were released to at least ledgerize illegal connectiotisrenst of
such unmetered connections have been metered. With regard to the above
the Commission in aforesaid Order has specified as depicted below:
GPPPDl 2 SASNE T2 N K& irGetasanh&dltie ¢ A U K
consumers were given metered cection but meters are not yet
installed) the provisional billing shall continue only for a maximum period
of two billing cycles, during which the Licensees should ensure the meters
get installed.Thereafter, the Licensees shall not be entitled to raise any
oAff FTNRBY (GUKS O2yadzYSNARA ¢A(GK2dzi Ayadl

5.2.44 Thus, with regard to the above, the Commission directs the Licenseesithat
the case where the consumers were given metered connection but meters
are not installed, the provisional billinghall continue only for a maximum
period of two billing cycles, during which the Licensees should ensure the
meters get installed.

5.2.45 It may also be noted that the Distribution Licensees by means of various
campaigns have been successfully able to add aro2sdakh consumers
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within few months. In this regard, the Commission highly appreciates the
efforts put in by the Licensees; however, additional and more sincere efforts
are desired from the Licensees to include these consumers in its llodpis
regard,the Licensees are directed to submit the total number of additional
consumers added in FY 2014 apart from the normal consumer addition
within three months of this Order.

5.3 DISTRIBUTION LOSSES AND ENERGY BALANCE

5.3.1 Based on review of actual performance oéthicensees, the Commission is of
the view that there is ample room for reduction in distribution losses;
however, the Licensee has failed to act upon the same. There is an urgent
need to have an appreciable loss reduction trajectory and aggressive follow
up efforts to achieve it.

5.3.2 In this regard, the Commission in its previous Tariff Orders, had directed the
Distribution Licensees to conduct proper loss estimate studies for assessment
of technical and commercial losses under its supervision and submit the
report to the Commission so that the Commission may set the base line losses
in accordance with Clause 3.2.3 and Clause 3.2.4 of the Distribution Tariff
Regulations, 2006. The study shall segregate volteige distribution losses
into technical loss (i.e.Ohmic / Core loss in the lines, substations and
equipment) and commercial loss (i.e., unaccounted energy due to metering
inaccuracies / inadequacies, pilferage of energy, improper billing, no billing,
bad debts, etc.). The Commission also directed therisee to complete the
study and submit the report within 3 months of the Order, i.e., by August 31,
2013.

5.3.3 In this regard, the Distribution Licensees submitted that M/s PFC Consulting
Ltd. has been appointed to draft a strategy paper for the turnarounthef
Distribution Licensees, which covers the voltage wise loss studies.

534 a4 LISN) GKS OdNNByld adliddza 2F O2YLX ALY
petitioner has submitted thatlte PFC Consulting Ltd. has submitted a draft
approach paper which is in disaien stage. Once the approach paper is
finalized, the Petitioner would submit the same to the Commission. The
Commission is of the view that the Petitioner should expedite the process as
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5.3.5

Table-:

5.3.6

5.3.7

the time period allowed for conducting the study was 3 montfA$e
Canmission would like to reiterate that the distribution loss proposal of the
Licensee should be based on correct energy audit data and supported by a
report on the study carried out on such data. The Commission has been
continuously stressing upon such syjudo that the appropriate target of
distribution losses could be given to the Distribution Licensee.

The State owned Distribution Licensee namely, MVVNL, PVVNL, DVVNL,
PuVVNL and KESCO in their ARR Petition for FY18(0i#%ve projected the
following Distibution Losses for FY 20156:

DISTRIBUTION LOSS PROJECTED BY THE DISTRIBUTION LICENSEESGFOR FY 2015
Discom FY 201516
PVVNL (Retail) 22.15%
PuVVNL 23.55%
MVVNL 22.66%
DVVNL (Retail) 32.47%
KESCO 26.66%

The Commission, in its deficiency note, asked the Distribution Licensees to
submit the actual Distribution losses for FY 2aBA(till December, 2014) and

the reason for variation in the projected losses as per the ARR / Tariff Petition
andas approved in the FRP.

In response to the query of the Commission, Petitioner submitted that data in
respect of actual distribution losses for FY 2A®BA(till December) has yet not
been prepared and the same can be made available only on the annual basi
when the provisional accounts of the licensee are in shape. The Licensees
further submitted that the major reason for variation in the Distribution losses
projected for FY 201%6 and the Distribution Loss considered in FRP is due to
the gap in the fundig of cash gap estimated by the petitioner in the FRP and
the actual funding made by the participating banks. Due to the substantial gap
in the availability of funds, the petitioner has not been able to make the
envisaged capital investments for implemeargiloss reduction schemes and
other performance improvement measures planned in the FRP. However the
Petitioner is in the process of finding new sources of funding for
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5.3.8

5.3.9

implementation of aforementioned measures at the earliest possible to curb
the distribution losses and bring down the same to the desired level as
projected in the FRP.

The Petitioner in its Petition has mentioned that it has submitted a loss
trajectory before the Commission being in line with the loss reduction
trajectory suggested by Minist of Power, Government of India. Thus
considering the commitments made by the Petitioner in the aforesaid
submission, it has estimated the losses for FY 2l8.& FY 20146. Also if in
case the actual losses for FY 2d#43are lower than the committed &ses as
per the trajectory, the petitioner has estimated a 2% reduction in the
Distribution Losses each year over the actual loss level of FY12013

The summary of the actual distribution loss for the past years as submitted by
the Distribution Licenses distribution loss approved in the FRP for FY 2015
16 and the distribution loss as projected by the Licensees for FY-1Bib
their Petitions is shown in the Table below:

Table-: SUMMARY OF DISTRIBUINIGDSSES

Distribution
Licensee

Actual
FY 2009
10

Actual
FY 2010
11

Actual
FY 2011
12

Actual
FY 2012
13

Actual
FY 2013
14

Approved by
the

Commission

for FY 201415

Approved
in FRP for
FY 20158.6

Projected by
Licensees for
FY 201516 in
their Petitions

DVVNL

31.78%

28.51%

36.64%

36.58%

33.81%

28.00%

21.55%

32.47%

MVVNL

22.64%

28.02%

26.36%

24.85%

24.85%

21.03%

19.00%

22.66%

PVVNL

28.67%

27.04%

29.25%

27.22%

23.06%

23.00%

19.00%

22.15%

PuVNNL

24.44%

25.48%

26.20%

25.66%

24.73%

21.72%

18.00%

23.55%

KESCO

36.79%

37.30%

33.33%

31.41%

30.84%

23.00%

19.00%

26.66%

5.3.10

However, as may be observed from thable-: the actual distribution losses

of the Licensees for FY 2018 are very high as compared to the loss target
approved in the FRP for FY 2al& Therefore, approving the target losses at
the levels approved in the FRP would not be practically achievable by the
Licensees.
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5.3.11 The Commission is of the view that the Distribution Losses reduction targets
projected by some of the Distribution Licensees are very low. As the actual
losses are very highthere is ample room for reduction of the distribution
losses with appropriate measures. However the Commission has considered
the practical difficulties being faced by the Distribution Licensees in reduction
of Distribution Losses. Distribution Licenseas rsubmitted that they have
undertaken Vidyut Chori Roko Abhiyan (VICRA) and are undertaking sincere
efforts to reduce the losses. It is well established that there are number of
factors such as sales mix, consumer mix, geographical spread of consumers,
condition of distribution infrastructure that contribute to the distribution
losses. Distribution Licensees during the public hearing process and in various
submissions to the Commission explained the steps undertaken by them to
improve the supply hours andeduce the distribution losses. They also
explained various contributing factors like increased supply hours, new
connections addition drives etc. The Commission, while approving the
distribution losses for FY 204% has considered the submission madet!nsy
Distribution Licensees and practicality of the Distribution Loss Reduction
target. The Commission has also considered the consumers mix, sales mix and
geographical spread of the Distribution Licensees and all other relevant factor
contributing to the Distribution Losses in the supply area of Distribution
Licensees.

5.3.12  Further, the Commission has also observed that the actual Distribution Losses
of Distribution Licensees namely DVVNL and KESCO are very high in last three
years and it would be practicallgifficult for them to achieve even the
Distribution loss reduction target set by the Commission for FY-261Zhus,
taking into consideration all the reasons as stated above and actual
distribution loss level of last three years, the Commission has apgdrthe
Distribution Loss targets of the Distribution Licensees DVVNL and KESCO for FY
201516 as specified in the table below:
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Table-: DISTRIBUTION LOSS APPROVED BY THE COMMISSION FQI Br ROMNL &

KESCO
S Agtual Erojected o Approved in | Approved
DIS.tI’IbutIOFI su-bmltted by Licensees for TO for EY for EY
Licensee Licensee FY FY 2(.).1516 201415 201516
201314 (Petition)
DVVNL 33.81% 32.47% 28.00% 29.00%
KESCO 30.84% 26.66% 23.00% 23.50%

5.3.13

in achieving these Distribution Losses targets in FY-2615

5.3.14

Thus,the Commission directs the Distribution Licensees to put strong efforts

The Commission for the purpose of approving the target Distribution Losses

for FY 20186 for Distribution Licensees name?VVNL, PuVNNL, and MVVNL
has considered the methodology as adopted by the Commission in its Tariff
Order dated October 1, 2014.

5.3.15

Considering the above methodology, the Commission has approved the target

distribution losses for the Distribution Licenseasshown in the Tablieelow:

Table-: DISTRIBUTION LOSS APPROVED BY THE COMMISSION Fam FY 2015

Worked out Aporoved
Actual Projected by .| with 8% Yo-Y PP
L . . Approved in| . for FY
Distribution | submitted by | Licensees for TO for EY improvement 201516
Licensee Licensee FY| FY 201516 for FY 2015 .
. 201415 (B) (Minimum
201314 (Petition) 16
of A & B)
(A)
MVVNL 24.85% 22.66% 21.03% 21.03% 21.03%
PVVNL 23.06% 22.15% 23.00% 19.52% 19.52%
PuVNNL 24.73% 23.55% 21.72% 20.93% 20.93%

5.3.16 While projecting the Power Purchase requirement for FY 2B 5the
transmission Losses has been considered at 3.59% as proposed by the
Distribution Licensees.
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5.3.17 Based on the above, the approved energy balance f&0A% 16 for the State

owned Distribution Licensees is shown in the Table below:

Table-: APPROVED ENERGY BALANCE FOR HY% 2015

Particulars PVVNL DVVNL MVVNL PuVVNL KeSCO | Consolidated
Retail Sales (MU) 24,336.84| 17,985.18| 14,434.97| 17,243.94| 2,907.10 76,908.02
Distribution Losses (%) 19.52% 29.00% 21.03% 20.93%| 23.50% 22.67%
E t Di Periphery f
nergy a iscom Ferphery 1or | a4 53,85/ 25,331.24| 18,279.33| 21,808.85| 3,800.13|  99,458.40
Retail Sales (MU)
Intra-StateTransmission Losses ¢ 3.59% 3.59% 3.59% 3.59% 3.59% 3.59%
E Available at Stat
ngrgy varape a 'a.e 31,364.85| 26,274.49| 18,960.00] 22,620.94| 3,941.64| 103,161.92
periphery for Transmission(MU)
Inter-State Transmission Losses 1.65% 1.65% 1.65% 1.65% 1.65% 1.65%
Purchases Required & Billed
q 31,890.80| 26,715.08| 19,277.93] 23,000.26| 4,007.73| 104,891.80
Energy (MU)
Total Inter & Intra State
. 5.18% 5.18% 5.18% 5.18% 5.18% 5.18%
Transmission Losses (%)
Total T&D Losses in Retail Saleg
7,553.96 8,729.90 4,842.96 5,756.33| 1,100.63 26.68%

(MU) / (%)

5.3.18

Although the Commission has approved the above losses based on the review

of actual performance of the Licensees in the past, the Commission feels that
the same are still on a higher side. The distribution losses anadhection
efficiency are the two critical parameters to evaluate the performance of a
Distribution Licensee and have to be brought to the desired levels, based on
sound and authentic data and study analysis.

5.3.19

Although the Commission while doing the T of previous years has

disallowed the excess power purchase cost on account of higher losses, it is
important to note that such disallowance of the cost is borne by the
Distribution Licensees and the officials responsible for not achieving the
targets hae no direct accountability. The Commission opines that this
methodology of reducing the power purchase cost on account of distribution
losses neither directly affects the officials responsible for achieving the target
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5.3.20

5.3.21

loss levels nor does it encourage tbmployees to strive for achieving the loss
targets for the benefit of the utility.

Further, it is a common industry practice that the employees achieving or
exceeding their targets are provided with bonus / incentives. Such practice
may be introduced forthe officials of the Distribution Licensees so as to
encourage them to assist the utilities to achieve the targeted losses /
collection efficiency. The accountability of achieving the targets should be
assigned to the responsible officials.

In view of theabove, Commission in its Tariff Order for FY 203 4dated
October 1,2014 has directed the distribution Licensee to formulate a
mechanism so as to make their officials accountable by providing incentives or
disincentives for achievement or neathievemenbf the distribution loss and

the collection efficiency targets. The relevant extract of the direction of
Commission is given below:

GpPodun LY @GASs 2F GKS 06208 GKS
Licensees to formulate a mechanism so as to maker tbiicials
accountable by providing incentives or disincentives for achievement or
nonrachievement of the distribution loss and the collection efficiency
targets. Further, such policy should also cover the following aspects:

71 Allocation of such distributio loss and collection efficiency
targets to various responsible officials based on current level of
losses and efficiency levels in their area / zone / circle / division
/ sub-station, etc.

1 The system of MoU signed by concerned Officer(s) regarding
distribution loss target, which can be based on input energy,
billed energy / amount and collection efficiency, etEixing of
accountability of the concerned personnel of the Utilities will
help considerably in reduction of losses. This may include
making the relevant field level personnel accountable and
through monitoring of their performance, to achieve results in
the form of reduction of losses. Similarly, holding officials
responsible for various Zone / Circle / Division fstalion wise
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revenue relatecperformance parameters such as reduction in
arrears, etc., will help the Distribution Licensees in improving
the cash flows for day to day operations.

1 Senior officials including Chairman UPPCL, Managing Director,
UPPCL, Managing Directors of all State eavrDistribution
Licensees and all other officials up to Junior Engineer level as
per the hierarchy shall be part of the process of signing of the
above MoU.

1 Formulation of clear mechanism of providing the incentives or
disincentives to the concerned oféils.

1 Regular monitoring of the entire mechanism along with
submission of quarterly reports to the Commission.

1 Further, the organisational structure and management system
of the Distribution Licensees are best understood by the
Distribution Licenseebgnce, it would be more appropriate that
any other important aspect as deemed necessary by the
Licensees may also be included in addition to the above.

9.3.21 Petitioner in its submissions on the-House paper prepared by the
Commission inthisregardrtda | £ 42 | ANBSR (2 GKS /1 2YY)
has agreed to get the MoU signed by its officials. The Commission further
directs the Petitioner to sign the MoUs to be implemented at all levels and

submit the copy of the same to the Commission within 2thsofrom the date

2F GKAA hNRSNI¢

5.3.22 The Commission reiterates & directs the Petitioner to formulate such policy
and to sign the MoUs to be implemented at all levels and submit the copy of
the same to the Commission within three months from the date of this
Order.

5.4 ENERGY AVAILABILITY

54.1 Clause 3.4 of the Distribution Tariff Regulations, 2006 specifies that the power
requirement for the Distribution Licensee for sale to its consumers shall be
estimated based on the approved sales, approved transmission losses and
distribution losses for the tariff year.
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5.4.2

5.4.3

5.4.4

5.4.5

The Licensees submitted a detailed power purchase plan for F¥1®0itbits

ARR Petitions. The Distribution Licensees have submitted that the energy
requirement for FY 201%6 is 1,08,707 MU, and the same has &grocured

from the existing resources (State, Central and IPP / Joint Venture generating
Stations) with whom the Distribution Licensees have PPAs. If these sources fail
to supply the requisite amount of energy, the balance energy will be procured
through energy exchanges / Ul / shetdrm contracts with trading companies

and utilities, which are having extra power and from other sources as well. A
marginal amount of energy has been envisaged to be obtained from energy
exchanges to manage the peaks.

Forprecisely projecting the power purchase quantum and cost for the ensuing
year, the Commission in its deficiency note had sought the sewise details

of the actual power purchased during FY 2% FY 20134 & 201415 (till
December2014) in a specifid format. The Commission in the said format
sought monthwise power purchase details including quantum, Fixed Charges,
Energy Charges, other charges, PLF, Availability, etc.

The Distribution Licensees vide Letter No. 264 / RAU / TF-P®ldated
March 19,2015 submitted the source wise power purchase details for FY
201213 and FY 20134 (up to December 2013) along with the hard copies of
the power purchase bills. However the summary of brapkof Fixed Charges
and energy charges, etc. were not been subeditby the Licensees. Further,
the Distribution Licensees also submitted that the power purchase details
pertaining to year 2014 (i.e. from January 2014 to Dec 2014) would be
submitted to the Commission before the commencement of the Public
Hearings. In tis regard, the Licensees have requested the Commission to
accept and admit the Petitions for ARR and Tariff Determination of F¥1815
to which Commission agreed and directed to furnish the same at earliest.

In this regard, the Distribution Licensees sutted the power purchase
details pertaining to year 2014 (i.e. from January 2014 to Dec 2014) on April
07, 2015.The Commission has gone through the submission made by the
Petitioner in this regard. It has been observed that in the submission made by
the Petitioner, the breakup of Fixed and the energy charges has not been
shown and only the total billed amount has been shown.
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5.4.6

5.4.7

5.4.8

5.5

¢ KS

5.5.1

Further, in absence of the required actual power purchase details for F¥ 2013
14 and for FY 20145 (April, 20140 December, 201y the Commission has
considered the data in respect of power procurement plan provided in the
ARR / Tariff Petition for FY 2616 and the details provided for 9 months of
April 2014 to December 2014 as it is the most relevant data available for
projecting the power purchase cost for FY 2ala Suitable modifications,
wherever deemed necessary, have been made by the Commission to arrive at
the approved power purchase cost for FY 2085 The Commission further
directs the Petitioner to provide such datenithe format specified by the
Commission along with the Tariff Petition for FY 2018.

The Commission has also run the merit order dispatch schedule for power
purchase for FY 20185 after considering the availability of power and sales
trend projectedfor the Licensee. The final merit order dispatch showing the
approved power purchase quantum by the Commission for FY-201% given

in Table-:.

Since, the power purchase expense is the single largest component in the ARR
of a Distribution Licensee; it becomes imperative that this element of cost is
incurred with utmost care based on the most efficient way of power
procurement from the generatingtations through longerm / shortterm

power purchase arrangements or through bilateral power purchase
agreements. Power Purchase cost being arcomtrollable component of the
ARR, the Distribution Tariff Regulations, 2006 provide for the Fuel and Power
Purchase Cost Adjustment (FPPCA) formula, which would enable the
Distribution Licensee to claim legitimate variances on account of power
purchase cost.

POWER PROCUREMENT FROM STATE GENERATING STATIONS

[ AOSYyaSSaQ {doYAaarzyy
Distribution Licensees subtted that the State of Uttar Pradesh has got both

Thermal as well as Hydro generating stations. UPRVUNL owns all the thermal
generating stations within the State and the hydro stations are owned by
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UPJVNL. The Multi Year Tariff (MYT) Orders issued bgdhamission for
UPRVUNL and UPJVNL for their respective power stations for FLR009
201314 form the basis for determining the costs for FY 20%4and
thereafter escalations have been considered in the Fixed and energy Charges
for determination of cosfor FY 2018.6.

5.5.2 The computation of cost of power procurement for FY 2@6%has been done
based on:

w Provisional power purchase cost and units of FY 2013

w Trend observed in the previous and current year.

w Share of expected capacity available from wvasidGenerators to the
UPPCL / Discoms.

5.5.3 Distribution Licensees submitted that the cost of energy available from State
Thermal and Hydro generating stations has been derived from the tariff
approved by the Commission in Review Order dated March 20, 2012hand t
Trueup Order dated November 14, 2018r the purpose of fixed charges,
whereas for determination of energy charges actual bills for the period April
to September, 2014 have been considereDistribution Licensee has
considered the Fixed and energy Gieifor AnpareD thermal power station
on the basis of the tariff petition filed for approval of provisional tariff for
AnparaD.

554 The major assumptions considered by the Distribution Licensees while
projecting the power purchase from the State owned Thermaherating
stations and Hydro stations are shown in the Tables below:

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM UPRVUNL AS CONSIDERED BY THE
DISTRIBUTION LICENSEES

S. No. | Particulars Assumption

1. Net Power Purchase quantum is considered based on the A
Power | Availability for FY 20145 for all power stations. Further a certa
1 Purchase | improvement in PLF has also been considered as presently some
Quantum | ynits are under R&M and wilbsn be commissioning again.
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S. No. | Particulars

Assumption

2. Thereafter, Merit Order Despatch is applied for projecting the quan
of energy to be purchased from UPRVUNL.

Fixed &
2 Variable
Charges

1. Fixed Charges have been considered as per UPERC's RevieV
dated 14.11.2013 for UPRVUNL for FY 2DD% 201314 plus escalatior
in the O&M cost at 4.10% for FY 2013 and FY 20156.

2. The variable charges have been considered as per thel &itaa
raised by UPRVUNL for the period April to September, 2014 including
bills raised for Fuel Cost Adjustment.

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM UPJVNL AS CONSIDERED BY THE

DISTRIBUTIONCENSEES

S. No. | Particulars Assumption
1 Power 1. Net Power Purchase Quantum form all power stations expect Be
Purchase Babail is considered as per UPERC's MYT Tariff Order dated 20.1
Quantum | t5 ypJVNL for FY 2600 to 201314
2. NetPower Purchase from Belka & Babalil is taken as per the recent
3. Hydro Stations are considered Muah in Merit Order Despatch
2 C;?;bi; The same have been considered as per the actual bills raised by UPJ
the period April tosSeptember, 2014.
Charges

5.5.5 Considering the above, the power purchase quantum and cost as projected by
the Distribution Licensees from State Thermal and Hydro Generating Stations
for FY 20186 is as shown in the Tables below:

Table-: DETAILS OF POWER PURCHASE COST FROM UPRVUNL STATIONSIB@ FY2015

SUBMITTED BY DISTRIBUTION LICENSEES

Fixed Cost Variable Cost Total Cost Averag

Source of MW MU e Cost
Power Available (Rs./ (Rs. Cr) (Rs./| (Rs. | (Rs./ | (Rs. (Rs./
kWh) kwh) | Cr.) | kWh) Cr.) kwh)

Anpara A 630| 3848| 0.63 241 191 733 2.53 974 2.53
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Fixed Cost Variable Cost Total Cost Averag
Source of MW MU e Cost
Power Available (Rs./ (Rs. Cr) (Rs./| (Rs. | (Rs./ | (Rs. (Rs./
kWh) kwh) | Cr.) | kwh) Cr) kWh)
Anpara B 1000| 6314| 1.09 691| 1.83| 1,156 2.92| 1,847 2.92
Harduagan| 165 259| 2.13 55| 5.10 132 7.23 187 7.23
Obra A 288 779| 0.94 73| 2.43 189 3.37 263 3.37
Obra B 1000| 4158| 0.61 255| 2.52| 1,048 3.14| 1,304 3.14
Panki 210 907| 1.09 99| 4.36 396 5.45 495 5.45
Parichha 220 323| 0.98 32| 3.91 126 4.89 158 4.89
Parichha Extn. 420| 2512| 1.28 322| 3.33 837 4.61| 1,159 4.61
Parichha Extn.
Stage Il 500| 3308| 1.81 597| 3.23| 1,067 5.03| 1,665 5.03
(2X250MW)
Harduagan Ext. 500| 3158| 1.95|  615| 3.44| 1,086| 5.38| 1,700| 5.38
(2X250MW) ’ ’
Anpara D 1000| 2916| 1.18 344| 1.79 521 2.96 864 2.96
Total 5933 | 28482| 1.17 3,324 2.56| 7,291 3.73| 10,615 3.73

Table-: DETAILS OF POWER PURCHASE COST FROM UPJVNL STATIONSIB@¥S FY2015
SUBMITTED BY DISTRIBUTION LICENSEES

MW Total Cost
Source of Power . MU
Available (Rs./ (Rs. Cr)
kwh)

Khara 58| 151 0.75 11.35
Matatila 20 53 0.68 3.56
Obra (Hydel) 99| 260 0.66 17.06
Rihand 255| 670 0.57 38.37
UGC Power Station: 14 36 2.22 7.98
Belka & Babail 6 16 2.34 3.69
Sheetla 4 9 2.84 2.69
Total 455| 1195 0.71 84.70
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5.5.6 The Commission has analysed the six month details of power purchase as
submitted by the Distribution Licensees. As tariff of Anpara D is yet to
determine by the Commission, the Commission has approved the quantum
and the power purchase cost from Anpara @ovisionally as per the
submission of the Distribution Licensee subject to truing up. The Commission
has followed the approach for the projections as discussed below.

5.5.7 The assumptions considered by the Commission while approving the power
purchase from tke State owned Thermal generating stations and Hydro
generating stations are given below in the following Tables:

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM UPRVUNL AS CONSIDERED BY THE
COMMISSION

S. No. Particulars Assumption

1. Net Power Purchase Quantum is considered ba
on the Actual Availability for FY 2018 for all power
stations. Further a certain improvement in PLF has
also been considered as presently some of the uni
Power Purchase ) L
1 are under R&M and will soon be commissioning
Quantum . o . .
again. The above is in line with the basis adopted
the Licensee.
2. Further the quantum is approved as per Merit
order despatch principles.

1. Petitionerfor estimating the Fixed Charges for F)
201516 has considered the UPERC's Review Ord
dated 14.11.2013 for UPRVUNL for FY 20D% FY
201314 plus escalation in the O&M cost at 4.10%
Fixed & Variable FY 201415 and FY 20156. In absence of the Tariff
2 Charges Order for F201516, the Commission has estimate)
the fixed charges for UPRVUNL as per the approa
adopted by the Licensee.
2. The variable charges have been considered as
submitted by the Licensee which is as per the actu
bills raised by UPRVUNL for the periodil&pr
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S. No. Particulars Assumption

September, 2014 including the bills raised for Fuel
Cost Adjustment.

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM UPJVNL AS CONSIDERED BY THE

COMMISSION
S. No. Particulars Assumption
1 Power Purchase 1. Net Power Purchase Quantum form all power
Quantum stations expect Belka and Babail is considered as ¢

UPERC's MYT Tariff Order dated 20.10.2011 for
UPJVNL for FY 20@9 to 201314. The same is
equivalent to the quantum approved by the
Commission in its Ordelated October 1, 2014,

2. Net Power Purchase from Belka and Babalil is tal
as provided by Licensee.

3. Hydro Stations are considered as Must in Merit
Order Dispatch.

2 Fixed & Variable 1. The same has been considessdsubmitted by the
Charges Licensee which is as per the actual bills raised by
UPJVNL for the period April to September, 2014.

5.5.8 The Commission has observed that the Distribution Licensee has mentioned
that it has considered theNet Power Purchase Quantum from all power
aidldAaz2ya SELSOG .St1lF s .FolAft & LISNJ
20, 2011 for UPJVNL for FY 20090 201314, however, the quantum of the
power purchase for power stations of UPJVNL as submittdddeysees is
different from the power generation approved by the CommissionViviT
Tariff Order dated October 20, 2011. The Commission has approved the net
Power Purchase Quantum form all power stations expect Belka and Babail of
UPJVNL as per UPERC's Wfiff Order dated October 20, 2011 for UPJVNL
which is also equivalent to the quantum approved by the Commission in its
Order dated October 1, 2014.Based on above approach, the summary of
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approved cost of power purchase from UPRVUNL and UPJVNL geperati
stations for FY 20156 is given in the following Tables:

Table-: APPROVED COST OF POWER PURCHASE FROM UPRVUNL STATIONSIBOR FY 2015

Fixed Cost Variable Cost Total Cost PIRERE
Source of MW MU Cost
Power | Available (Rs./ (Rs./ (Rs./ (Rs./
KWh) (Rs. Cr. KWh) (Rs. Cr. KWh) (Rs. Cr.) KWh)
Anpara A 630.00| 3,848.44| 0.63 240.79 1.91 733.15 2.53 973.94 2.53
Anpara B 1,000.00| 6,313.73| 1.09 690.93 1.83| 1,155.63| 2.92 1,846.56 2.92
Harduagunj 165.00 258.72 2.13 55.08 5.10 131.91 7.23 186.99 7.23
Obra A 288.00 778.64| 0.94 73.41 2.43 189.32 3.37 262.73 3.37
Obra B 1,000.00| 4,158.31| 0.61 255.21 2.52] 1,048.45| 3.14 1,303.66 3.14
Panki 210.00 907.10 1.09 99.11 4.36 395.50 5.45 494.62 5.45
Parichha 220.00 323.08| 0.98 31.80 3.91 126.31| 4.89 158.11 4.89
Eitrr'fhha 420.00| 2,512.06| 1.28| 322.24| 333| 83675 461| 1,158.99  4.61
Parichha

Extn. Stage 500.00| 3,308.21| 1.81| 597.36| 3.23|1,067.47| 5.03| 1,664.83 5.03
Il

:;rd”aganj 500.00| 3.157.55| 1.95| 614.56| 3.44| 108563 5.38| 1,700.19 5.38
AnparaD | 1,000.00 | 2,916.35| 1.18 | 34358 | 1.79 | 52091 | 2.96 | 86450 | 2.96
Total 5033.00 | 28,482.20] 1.17 | 3.324.08| 2.56 | 7.291.02| 3.73 | 10.615.10, 3.73

Table: APPROVED COST OF POWER PURCHASE FROM UPJVNL STATIONSIEOR FY 2015

Fixed Cost
Source of Power MW Available MU (Rs./kwh)| (Rs. Cr)
Khara 57.60 303.20 0.78 23.66
Matatila 20.00 80.67 0.70 5.68
Obra (Hydel) 99.00 276.00 0.68 18.84
Rihand 255.00 772.65 0.60 46.05
UGC Power Station 13.70 31.00 2.31 7.16
Belka & Babail 6.00 15.77 2.44 3.84
Sheetla 3.60 10.00 2.96 2.96
Total 454,90 1,489.29 0.73 108.19
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5.6 POWER PROCUREMENT FROM CENTRAL GENERATING STATIONS

¢t KS [ A Gdbxhiash8 a Q

5.6.1 The Licensees procures power from Central Generating Stations (CGS), which
includes power from National Thermal Power Corporation Ltd. (NTPC),
National Hydro Power Corporation Ltd. (NHPC), and Nuclear Power
Corporation of India Ltd. (NPCIL) as well as fgemerating station with Joint
+Sy(ddzaNBa YR LYRSLISYRSYyd t28SN t NRRdzOS
| Tariff Petition for FY 20156 have submitted that the cost of power
procurement for FY 20156 from these sources has been based on the
followingassumptions:

T 'ttt/ [ Qad Odz2NNByid Fff20F0SR &aKINB TNR
projected as per NRPC circul&¥RPC/ OPR/ 103/ 02/ 2014) dated
November 12, 201@ Ly GKA & OANDdz I NE !'tt/ [ Q2
allocated share from unallocatediqta also.

1 The variable (Primary and Secondary fuel) costs of central sector plants
and other plants have been taken from the energy bills for the month of
August, 2014 and are inclusive of FPA. All variable costs have been
escalated by 6% for FY 2016.

1 Trend observed in the previous and current year (Copies of power
purchase bills for the month of August 2014 have been furnished by the
Distribution Licensees)

1 Share of expected capacity available from various Generators to the
Licensee.

5.6.2 The Licensees hasubmitted that the cost of energy from Central Sector
stations has been derived from tariffs approved by Central Electricity
Regulatory Commission. The cost of power purchase from IPPs within the
State has been determined in accordance with UPERC (TexmSaditions
of Generation Tariff) Regulations, 2009. Similarly, the cost of power purchase
from IPPs outside the State has been derived from tariffs and power purchase
agreements approved by the Commission. The cost of energy from other
sources has beenedived from the power purchase / banking / trading
agreements and tariffs approved by the Central / Appropriate Commissions.
Further, wherever the Tariff Orders for FY 2dBhave not been issued the
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tariffs for FY 20145 have been escalated by 4.10%case of fixed charges,
6.00% in case of energy charges for coal based stations and 15% for gas based
stations.

5.6.3 The assumptions considered by the Licensees while estimating the power
purchase from NTPC, NHPC and NPCIL Stations are given in the following
Tales:

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM NTPC STATIONS AS CONSIDERED BY Tt
DISTRIBUTION LICENSEES

S. No. Particulars Assumption

1 Power Purchase Quantun 1. Net Power Purchase Quantum is deriasda product of
NBaLISOGADGS LIR6SNI LXIyliaQ
(PLF) and UP State's Share in respective power plant.

2. Further, the quantum is projected as per Merit order
Dispatch principles.

3. PLF considered being the average of theretérded at
respective power stations for the last three year's (221
201213 and 201314). The PLF number for the three yea
is sourced from Regional Energy Accounting Report ang
Annual Report of NRPC and ERPC.

4. Allocation of Power from various ceal generating
stations for FY 20145 both firm and unallocated quota
has been considered as per the NRPC circular (NRPC/
103/ 02/ 201415) datedNovember 12, 2014

2 Fixed Charges 1. Fixed charges are computed after considering UP sta
allocated share in respective power plant as per Region
Energy Accounting Report and Annual Report of NRPC
ERPC and fixed cost approved as per CERC order for
respective power plantslhereafter, the fixed charges hay
been projected by escalating tl@&M component and
considering the other component of Fixed Charges at sg
level. for
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S. No. Particulars Assumption
3 Variable Charges Variable cost is considered as per the recent energy bills

raised for the period April to September, 20Thereatfter,
the Variable Charges for FY 2@li3 are escalated at 6.009
for determination of variable charges for FY 2a®5for
coal based stations and 15% for gas based stations.

Table-: ASSUMPTIONS RPOWER PURCHASE FROM NHPC STATIONS AS CONSIDERED BY THE
DISTRIBUTION LICENSEES

S. No. Particulars Assumption
1 Power Purchase 1. Net Power Purchase Quantum is derived as a
Quantum product of respective power plants' MW capacity,

plant load factor (PLF) and UP State's Share in
respective power plant.

2. Power sourced from these NHPC plants is
considered as Mustun in Merit OrderDispatch.

3. Factoring the MW capacity, auxiliary consumptio
and design energy as specified by CERC for respe
Hydro plants, the Petitioner has calculated the ener
sourced from each of the plant.

4. Allocation of Power from various central genergti
stations for FY 20156 both firm and unallocated
guota has been considered as per the NRPC circul
(NRPC/ OPR/ 103/ 02/ 201%) datedNovember 12,
2014

2 Fixed Charges Fixed charges are computed after considering UP
state's allocated share in respective power plant as
per Regional Energy Accounting Report and Annua
Report of NRRC and fixed cost approved by as per
CERC order for respective power plaftsereatfter,
the fixed charges have been projected by escalating
the O&M component and considering the other
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S. No. Particulars Assumption
component of Fixed Charges at same level.
3 Variable Charges Variable cost is considered as per the recent energ
bills raised for the period April to September,120

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM NPCIL STATIONS AS CONSIDERED BY TI
DISTRIBUTION LICENSEES

S. No. | Particulars Assumption
1 Power Purchase 1. Net Power Purchase Quantum is deriasch
Quantum product of respective power plants MW capacity,

capacity factor and UP state's share in respective
power plant. Power sourced from these NPCIL plan
is considered Mustun in Merit Order Dispatch.

2. Capacity factor is considered to be the average ¢
the capacity factor recorded at respective power
stations for the last three year's (20412, 201213
and 201314). Capacity factors are sourced from
official website of NPCIL.

2 Tariff 1. Variable cost is considered as per the recemérgy
(Single part) bills raised for the period April to September, 2014

564 ¢KS [AOSyaSSaQ adzomYAiaairzy 2F LJ32¢SNI Lz
generating stations for FY 20415 is provided in the following Tables:

Table-: DETAILS OF POWER PURCHASE COST FROM NTPC STATIONSIBORSFY 2015
SUBMITTED BY DISTRIBUTION LICENSEES

A
MW Fixed Cost Variable Cost Total Cost verage
Source of ) Cost
Power AL (Rs./ (Rs./ (Rs./ (Rs./
ble ' Rs. Cr. ’ Rs. Cr. ’ Rs. Cr. ’
kwh) ( ) kwh) ( ) kwh) ( ) kwh)
Anta 119 813| 0.74 59.77| 3.26| 264.85| 3.99 324.62 3.99
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A
MW Fixed Cost Variable Cost Total Cost verage
Source of . Cost
power |/Valal MU e (Rs. / Rs. / (Rs. /
ble ' Rs. Cr. ’ Rs. Cr. ’ Rs. Cr. ’
kwh) | ¢ N ewny | ¢ N ewny| ¢ )| kwh)
Auriya 244 1640| 056| 91.16| 4.36| 71510 4.92| 80626 4.92
A
adri 84| 613| 086 5251 415 254.08 500 30658  5.00
Thermal
Dadri Gas 272| 1925| 057| 109.54| 4.17| 802.39| 4.74| 911.94] 4.74
Dadri 150| 1097| 1.62| 177.49| 3.92| 43034 554| 607.84 5.54
Extension
Rihand| 373| 2661| 0.82| 217.11| 1.76| 467.63| 257| 684.74] 257
Rihandll 348| 2478| 0.95| 234.71| 1.79| 443.78| 2.74| 678.48  2.74
Singrauli 849| 6151| 054| 332.64| 1.32| 809.26] 1.86| 1.141.890  1.86
Tanda 440| 3136| 1.05| 33058 3.52| 110520 458| 143578 458
Unchahatl 258| 1927| 0.87| 166.98| 2.91| 56081 3.78| 727.79  3.78
Unchahadl 153| 1145| 0.90| 102.56| 2.86| 327.41| 3.76| 429.96|  3.76
Unchahall 75| 560| 1.37| 76.89| 2.86| 160.14| 4.23| 237.03| 4.23
Farakka 33| 217| 0.86] 1856| 3.65| 79.03| 450 97.59]  4.50
Kahal
S?Iagaon 77| s528| 0.96| 5056 2.98| 157.24| 3.94| 207.80] 3.94
Kahalgaon
Sl 251| 1729| 1.22| 211.65| 2.81| 486.12| 4.04| 697.77| 4.04
Kol
oldam 95| 414| 156| 6457 ; .| 156| 6457| 156
(Hydro)
Rihandlll 377| 2691| 1.32| 355.96| 1.82| 491.06 3.15| 847.01 3.15
Total 4197 29724 2 653.23 7554.41 10.207.65|  3.43

Table-: DETAILS OF POWER PURCHASE COST FROM NHPC STATIONSIBORSFY2015
SUBMITTED BYSTRIBUTION LICENSEES

Fixed Cost | Variable Cost Total Cost Average
Source of MW MU Cost
Power Available (Rs./| (Rs. |(Rs./| (Rs. | (Rs./ (Rs. Cr) (Rs./
kwh)| Cr.) | kwh)| Cr.) | kWh) kWh)

Chamera 109| 336| 0.60| 20.30| 1.07| 35.79| 1.67 56.09 1.67
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Fixed Cost | Variable Cost Total Cost Average

Source of MW MU Cost

Power Available (Rs./| (Rs. |(Rs./| (Rs. | (Rs./ (Rs. Cr) (Rs./

kwh)| Cr) |kwh)| cCr) |kwh) kwh)
Chamerall 86| 393| 1.36| 53.50| 1.70| 66.80| 3.06| 120.30 3.06
Chameralll 62| 283| 2.00| 56.55| 2.20| 62.20| 4.20| 118.75 4.20
Dhauliganga 75| 282] 1.10| 31.15| 1.45| 40.99| 2.56| 72.14| 2.56
Salal 1&l1 48| 252| 0.60| 15.20f 0.48| 12.07| 1.08 27.28 1.08
Tanakpur 21| 103, 1.70| 17.47| 1.15| 11.84| 2.85 29.30 2.85
Uri 96| 497| 1.05| 51.95| 0.81| 39.99| 1.85 91.94 1.85
Dulhasti 111| 517| 2.82| 145.96| 3.08| 159.23| 5.90| 305.19 5.90
Sewall 35| 137| 1.89| 25.85| 2.34| 31.95| 4.23 57.80 4,23
Uri-ll 25| 111, 4.98| 55.11| 1.75| 19.40| 6.73 74.50 6.73

Parbati STl 160 0 - - - - - -

ﬁlarbat' >T 104| 383| 1.41| 53.98| 3.18|121.53| 4.59| 17551 459
Total 934 | 3292 527.01 601.79 1,128.80 3.43

Table-: DETAILS OF POWER PURCHASE COST FROM NPCIL STATIONSIBOYSFY2015
SUBMITTED BY DISTRIBUTION LICENSEES

Fixed Cost | Variable Cost| Total Cost Average
Source of| MW MU Cost
Power | Available (Rs./| (Rs.|(Rs./| (Rs. | (Rs./| (Rs. (Rs./
kwh) | Cr.) | kwh)| Cr.) | kwh)| Cr.) kWh)
NAPP 167 937 - - 2.79 | 261.86| 2.79 | 261.86| 2.79
RAPP 80 604 - - 3.12 | 188.62| 3.12 | 188.62| 3.12
#38&4
RAPP#5&¢ 115 802 - - 3.86 | 309.52| 3.86 | 309.52| 3.86
Total 362 2343 760.01 760.01| 3.24
CKS /2YYAaarzyQa !ylfearay

5.6.5

It has been observed that so far the tariff of NTPC and NtHRRiGns have not

been determined by the CERC for FY 2085%s per new Tariff Regulations
notified by CERC for the period FY 2QB4to FY 20189. Considering the
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same, the assumptions considered by the Commission while approving the
power purchase quanom and cost from the NTPC, NHPC and NPCIL Stations
are given in the following Tables:

Table-: ASSUMPTIONS OF POWER PURCHASE FROM NTPC AS CONSIDERED BY THE
COMMISSION

S. No.

Particulars Assumption

Power Purchase Quantun 1. Net Power Purchase Quantum has been derived as a
LINR RdzOG 2F NBaLISOGALBS LRo
load factor (PLF) and UP State's Share in respective po
plant.

2. Further, the quantum has been projected as per Merit
order Dispatch principles.

3. PLF has been considered to be the average of the PL|
recorded at respective power station for the last three
year's (201112, 201213 and 201314). The PLF for the
three years has been sourced from monthly reports of th
CEA.

Fixed Charges 1. Fixed charges has been computed after considering |
State's allocated Share in respective power plant and fix
cost approved as per CERC order for respective power
plants. The Fixed Charges applicable for FY-2@1&e
considered for F201516 without any escalation.

2. Incentive has not been considered while computing th
Fixed Charges as done in the computations of the
Licensees.

Variable Charges Variable charges have been considered as provided by
Licensees in ARR / TaR#étition for FY 20146.

Koldam Hydro With no precedents, the quantum and cost has been
considered same as submitted by the Licensees.

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM NHPC STEUORSISERED BY THE

COMMISSION
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S. No. Particulars Assumption

1 Power Purchase 1. Factoring the MW capacity, auxiliary consumpt
Quantum and design energy as specified by CERC in its

Order for FY 20134 for respective hydro plants, th
Commissiorhas calculated the energy sourced frg
each of the plant.

2. Power sourced from these NHPC plants has K
considered as mustun in Merit Order Dispatch.

4. Allocation of Power from various central generat
stations for FY 20145 - both firm andunallocated
guota - has been considered as per the NRPC cirg
(NRPC/ OPR/ 103/ 02/ 2013) dated 28 March,
2014.

2 Fixed Charges 1. Fixed charges have been computed a
considering UP State's allocated Share in respe(
power plant and fixeccost approved by as per CE
Order for respective power plants. The Fixed Cha
applicable for FY 201B4 have been considered for |
201516 without any escalation.

3 Variable Charges 1. Variable costshave beencalculated as per CEFR
Regulations whichis 50% of the Fixed charg
(excluding incentive).

4 Power Purchase
guantum and cost
from Prabati STl &
URH}I Stations

1. As regard Parbati $li , AFC has been derived frg
the CERC order and in same order CERC has app
the reduced Design Ergy till upstream Prabatill is
commissioned

2. URMIl capacity has been considered as 240 MW
plant is fully commissioned

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM NPCIL STATIONS AS BONSIERED
COMMISSION

S. No. Particulars Assumption
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S. No. Particulars Assumption
1 Power Purchas¢ 1. Net Power Purchase Quantum has been derive
Quantum a product of respective power plants MW capac
capacity factor and UP State's Share in respeg
power plant.

2. Capacity factothas been considered to be th
average of the capacity factor recorded at respect
power stations for the last three years (2013,
201314 and 201415). Capacity factors are sourc
from the website of NPCIL.

3. Power sourced from these NPCIL plants haen
considered as Mustun in Merit Order Dispatch.

2 Tariff 1. As provided in ARR / Tariff Petition submitted
(Single part) Licensees Petitioner for FY 2016

5.6.6 Based on above approach, the summary of approved cost of power purchase
from NTPC, NHPC and NPCIL generating stations is givVabla::;, Table-:,
andTable-:, below:

Table-: APPROVED COST OF POWER PURCHASE FROM NTPC STATIONSTOR FY 2015

Fixed Cost Variable Cost Total Cost AR
Cost
Source of MW
Power | Available| ™" (Rs./ (Rs./ (Rs./ (Rs./
KWh) (Rs. Cr. KWh) (Rs. Cr. KWh) (Rs. Cr. KWh)
Anta 119.50 812.80| 0.53 43.32| 3.26 264.85| 3.79 308.17 3.79
Auriya 243.59 1,640.30| 0.32 52.26| 4.36 715.10( 4.68 767.35 4.68
Dadri 84.00| 612.81| 0.80| 49.28| 4.15| 254.08| 4.95| 303.36| 4.95
Thermal
Dadri Gas 271.83 1,924.87| 0.39 74.82| 4.17 802.39| 4.56 877.21 4.56
Dadri 150.43| 1,097.44| 1.42| 155.65| 3.92| 430.34| 5.34| 585.99| 5.34
Extension
Rihandl 373.20| 2,661.03/ 0.78 208.53| 1.76 467.63| 2.54 676.15 2.54
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Fixed Cost Variable Cost Total Cost AR
Cost

Source of MW
Power | Available| MY | (Rs./ (Rs. / (Rs. / (Rs. /
S. S. S. S.
KWh) (Rs. Cr. KWh) (Rs. Cr. KWh) (Rs. Cr. KWh)
Rihandll 34750| 2477.78] 0.90| 221.85 1.79| 443.78| 2.69| 665.63] 2.69
Singrauli 849.00| 6.150.60| 0.54| 332.00] 1.32| 809.26| 1.86| 1,141.26] 1.86
Tanda 440.00| 313555 1.05| 329.94| 352110520 458| 143514] 458
Unchahatl 257.63| 1.927.10| 0.82| 158.63| 2.91| 560.81| 3.73| 719.44| 3.73
Unchahasl| 153.01| 1,14451] 0.84| 9630 2.86| 327.41| 3.70| 423.70] 3.70
Unchahaslll 7487 560.00| 1.29| 72.12| 2.86| 160.14| 4.15| 23225 4.15
Farakka 33.28| 216.70| 0.75| 16.15| 3.65| 79.03| 4.39 95.19| 4.39
gf"}a'gaon 76.61| 527.88| 0.84| 44.19| 298| 157.24| 3.82| 201.43| 3.82
';f‘na;%af” 250.95| 172920 1.06| 18261 2.81| 486.12| 3.87| 668.73] 3.87
Koldam 9450| 41391 -| 3250, -| 3250 -| 6500 157

(Hydro)

Rihandlll 377.42| 2691.12] 1.70| 457.81| 1.82| 491.06| 353| 94887 2353
Total 4.197.30| 29.723.59] 0.85|2,527.96| 2.55| 7.586.91| 3.40| 10,114.88]  3.40

Table-: APPROVED COST OF POWER PURCHASE FROM NHPC STATIONSTEOR FY 2015

Fixed Cost | Variable Cost| Total Cost A\é:eéztge
Source of MW
. MU
Power | Available (Rs./| (Rs. |(Rs./| (Rs. |(Rs./| (Rs. | (Rs/
kWh) | Cr) |kwh)| Cr.) | kwh)| Cr.) kWh)
Chamera

109.46| 333.36| 0.88| 29.23| 0.84| 28.04| 1.72| 57.28 1.72
Chamerall 86.28| 413.89| 1.20| 49.59| 1.12| 46.29| 2.32| 95.88 2.32
Chameralll 62.13| 288.13| 1.64| 47.20| 1.52| 43.70| 3.15| 90.90 3.15
Dhauligangs 74.90| 293.40| 1.27| 37.39| 1.22| 35.89| 2.50| 73.29 2.50
Salal 1&ll 47.96| 212.06| 0.44| 9.39| 0.40 8.57| 0.85| 17.96 0.85
Tanakpur 21.33| 101.35| 1.10| 11.14| 0.99| 10.02| 2.09| 21.17 2.09
Uri 96.29| 512.80| 0.74| 37.98| 0.66| 34.08| 1.41| 72.05 1.41
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Average

Fixed Cost | Variable Cost| Total Cost
Cost

Source of MW

. MU
Power | Available (Rs./| (Rs. |(Rs./| (Rs. |(Rs./| (Rs. | (Rs/
kWh)| Cr) |kwWh)| Cr) |kwh)| Cr) | kWh)

Dulhasti 111.38| 524.91| 2.58| 135.29| 2.53| 132.63| 5.10| 267.93 5.10
Sewall 35.10| 150.44| 1.94| 29.23| 1.78| 26.81| 3.73| 56.04 3.73
Uri-ll

25.35| 226.21| 2.92| 66.08| 2.03| 45.98| 4.95| 112.06 4.95

Parbati STl 160.00 - - - - - .
Parbati ST
1]

Total 934.17| 3,238.05| 1.60| 519.62| 1.43| 462.34| 3.03| 981.96 3.03

104.00| 181.49| 3.70| 67.09| 2.77| 50.32| 6.47| 117.41 6.47

Table-: APPROVED COST OF POWER PURCHASE FROM NPCIL STATIONSTBOR FY 2015

Fixed Cost| Variable Cost Total Cost AR

Source of MW MU Cost
Power | Available (Rs./|(Rs.| (Rs./| (Rs. | (Rs./| (Rs. | (Rs./

kwh) | Cr.) | kwh) | Cr.) | kWh) | Cr.) kwh)

NAPP 166.54| 797.78 - -| 2.79| 222.86| 2.79| 222.86 2.79
RAPP #3&4 79.67| 502.40 - -| 3.12| 156.89| 3.12| 156.89 3.12
RAPP#5&6 115.46| 969.63 - -| 3.86| 374.20| 3.86| 374.20 3.86
Total 361.67| 2,269.82 3.32| 753.95| 3.32| 753.95 3.32

5.7 POWER PROCUREMENT FROM IPPS / JVs
¢tKS [AOSyasSSaqQ {domYAraaArzyy
5.7.1 The assumptions considered by the Licensees while estimating the power

purchase from the IPPs and Joint Ventures (JVs) for F¥1B0is5provided in
the Tablebelow:

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM IPPS / JVs AS CONSIDERED BY THE
DISTRIBUTION LICENSEES
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S. No Particulars Assumption
1 Power Purchase Net Power Purchase Quantum is derived gsaluct
Quantum of respective power plants MW capacity, capacity
factor and UP state's share in respective power pla
2 Tariff (Single part & | Fixed and Variable cost is considered asgmaver
Two part) purchase agreementsr the recent energy bills raise
for the period April to September, 2014

5.7.2 Further the cost estimation for Bara Thermal Power Plant has been done
based on the competitive bidding price i.e Rs. 3.02 per kWh for the base year
and for Lalitpur thermapower station the cost has been estimated on the
basis of cost plus model considering the norms prescribed in the Generation
Tariff Regulation, 2009

5.7.3 The summary of power purchase quantum and cost estimated by Distribution
Licensees for FY 201%® from IPR JVs are provided in the Table below:

Table-: DETAILS OF POWER PURCHASE COST FROM IPPS / JVs STATIONSLE@R FY2015
SUBMITTED BY DISTRIBUTION LICENSEES

MW Fixed Cost Variable Cost Total Cost ivgzii
Source of Power Avail | MU (Rs./ (Rs./ (Rs./ Rs./
able KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh)
E’FA;_SI_HPA JHAKF 288 | 1387 1.60| 221.64| 1.46| 203.00{ 3.06| 424.65 3.06
TALA POWER 45 181 - -| 2.47 44.81| 2.47 44.81 2.47
Koteshwar 173 570| 2.02| 115.00f 2.20| 125.12| 4.22| 240.12 4.21
Srinagar 290 519| 3.02| 156.57 - -| 3.02] 156.57 3.02
Sasan 495| 2081 0.18 36.96| 1.29| 268.84| 1.47| 305.80 1.47
Teesta Stll 0 0 - - - - - - -
Karcham
200 158 - -| 4.00 63.01| 4.00 63.01 4.00
Wangtoo
VISHNUPRAYA( 352 1623| 1.01| 164.24| 1.40| 227.18 2.41| 391.42 2.41
TEHRI STAGE 419| 1811| 1.88| 340.47| 2.58| 467.21| 4.46| 807.68 4.46
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A
MW Fixed Cost Variable Cost Total Cost eVCe:;as?
Source of Power Avail | MU (Rs./ (Rs./ (Rs./ Rs./
able ' Rs. Cr. ' Rs. Cr. ' Rs. Cr. '
kWh) ( ) kWh) ( ) kWh) ( ) kWh)
Ros.a Power 600| 4066, 1.70| 689.88| 4.33| 1,758.69| 6.02| 2,448.57 6.02
Project
R P
osa Fower 600| 4066| 1.70| 689.88| 4.33|1,758.69 6.02| 2,448.57| 6.02
Project
Bara 1188| 1115 - -] 3.20| 357.01] 3.20| 357.01 3.20
Anpara 'C' 1100 7015 1.19| 833.81| 2.71|1,899.58 3.90| 2,733.39 3.90
IGSTPP,
. 51 358| 1.61 57.68| 4.39| 157.44| 6.00| 215.12 6.00
Jhajhjhar
Bajaj Hindusthar 45| 5982|225 671.00| 4.71| 1,403.51| 6.96|2,074.51 6.96
Lalitpur 1782 8022| 1.40|1,123.08] 1.98| 1,588.35 3.38| 2,711.43 3.38
Total 8032| 35953 5100 10322 15423 4.29
CKS /2YYAaarzyQa !ylfearay
5.7.4 The Commission has gone through the submission made by the Licensees
regarding the power purchase from IPPs / JVs. Since the tariff of the new
power plants of the Lalitpur and Bara are yet to be determined by the
Commission, the Commission provisionallypryes the fixed and energy
charges of these plants as per the submission of the Distribution Licensee
subject to truing up.
Table-: ASSUMPTIONS FOR POWER PURCHASE FROM IPPS / JVs AS CONSIDERED BY THE
COMMISSION
S. No. Particulars Assumption
1 Power Purchase Quantun| 1. Net Power Purchase Quantum has been

considered as provided by the Licensees in its A
/ Tariff Petition for FY 20156.

2. NathpaJhakri, Tehri, Tala & Vishnu Prayag ar
considered adMust-run in Merit Order Dispatch.
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S. No.

Particulars

Assumption

2 Tariff (Single part & Two
part) for IPPs / JVs

1. Fixed and variable charges are considered as
provided in ARR / Tariff Petition submitted by thg¢
Licensees for FY 20156.

Table-: APPROVED COST OF POWER PURCHASE FROM IPPS / JVs FIBR FY 2015

Fixed Cost Variable Cost Total Cost PR
Source of MW iU Cost
Power Available (Rs./ (Rs./ (Rs./ (Rs./
KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh)
NATHPA JHAK
HPS 287.85| 1,386.86| 1.60| 221.64| 1.46 203.00| 3.06 424.65 3.06
TALA POWER 44.98 181.26 - -| 2.47 44.81| 2.47 44.81 2.47
Koteshwar 172.84 569.60| 2.02| 115.00| 2.20 125.12| 4.22 240.12 4.22
Srinagar 290.00 518.63| 3.02| 156.57 - -1 3.02 156.57 3.02
Sasan 495.00f 2,081.38| 0.18 36.96| 1.29 268.84| 1.47 305.80 1.47
Teesta Stll - - - - - - - R
Karcha 63.01|  4.00
Wangtoo 200.00 157.68 - -| 4.00 63.01| 4.00 . .
VISHNUPRAYA 35200 1,622.83| 1.01| 164.24| 1.40 227.18| 2.41 391.42 2.41
TEHRI STAGE 418.50| 1,811.03| 1.88| 340.47| 2.58 467.21| 4.46 807.68 4.46
Rosa Power
Project 600.00| 4,065.52| 1.70| 689.88| 4.33| 1,758.69| 6.02| 2,448.57 6.02
Rosa Power
Project 600.00| 4,065.52| 1.70| 689.88| 4.33| 1,758.69| 6.02| 2,448.57 6.02
Bara 1,188.00| 1,115.24 - -| 3.20 357.01| 3.20 357.01 3.20
Anpara 'C' 1,100.00f 7,015.01| 1.19| 833.81| 2.71| 1,899.58| 3.90| 2,733.39 3.90
IGSTPP, 215.12 6.00
Jhajhjhar 51.15 358.46| 1.61 57.68| 4.39 157.44| 6.00 15. .
Bajaj 5
Hindusthan 450.00| 2,982.12| 2.25| 671.00| 4.71| 1,403.51| 6.96 ,074.51 6.96
Lalitpur 1,782.00| 8,021.97| 1.40| 1,123.08| 1.98| 1,588.35| 3.38| 2,711.43 3.38
Total 8,032.32| 35,953.10| 1.42| 5,100.22| 2.87| 10,322.43| 4.29| 15,422.65 4.29
5.8 POWER PROCUREMENT FROM OTHER SOURCES
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solar energy sources, NTPC Vidyut Vyapar Nigam Ltd. (NVVNL) and power
exchange for FY 2041% is provided in the Table below:

Table-: POWER PURCHASE COST: STAGENERATIONACILITIES, SOLAR AND
OTHER SOURCES FOR F¥1815

Fixed Cost Variable Cost Total Cost A\E:e:;l?e
Source of Power| MU (Rs./ Rs (Rs. / (Rs. /
: ' ' Rs. Cr. ' Rs. Cr.)| (Rs./kWh
wwh) | cry | kwhy | By | (Rs-Cr)} (Rs. i)
Captive and 2865 4.90| 1,403.05 4.90| 1,403.05 4.90
Cogen
Solar Energy 84 11.81| 99.19] 11.81] 99.19 11.81
NVVN Coal 352 3.00| 105.38|  3.00| 105.38 3.00
Power

CKS /2YYAaarzyQa !ylfearay

5.8.2 In an effort to encourage renewable generation, the Commission has
mandated that the Distribution Licensees shall, basadavailability, procure
a minimum % of power from the renewable energy sources including Co
generating stations available in the State as well as from the solar energy
sources.

5.8.3 The Commission, for projecting the power purchase for FY -281%has
consideed the quantum from captive and cogenerating stations as submitted
by the Licensees. The Commission is of the view that the rate of solar power
has been decreasing in past years, therefore, it would not be appropriate to
estimate the power purchase ratedim solar energy sources to be more than
approved in last tariff order for FY 201%. Considering the same, the
Commission for approving the power purchase cost from solar energy sources
for FY 20186 has considered the average rate of power from solargy as
Rs. 11.09 / kWh.
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5.8.4 Further, although the Commission has considered the quantum from
renewable sources as estimated by the Licensees for projection purposes,
however, the UPERC (Promotion of Green Energy through Renewable
Purchase Obligation) Regutats, 2010 specifies that during each Financial
Year, every obligated entity shall purchase a minimum % of its total
consumption of electricity (in kwh) from Renewable Energy (RE) sources
under RPOIn view of the same, the Licensees should ensure to precur
renewable energy in accordance with Regulation 4 of the UPERC (Promotion
of Green Energy through Renewable Purchase Obligation) Regulations, 2010
as amended from time to time during FY 201% to meet their obligation.

5.8.5 Based on the above, the approvedwer purchase quantum and cost from
the Cogenerating stations and Solar energy sources for FY -201%
provided in the Table below:

Table-: APPROVED COST OF POWER PURCHASE FROM-SEAHRBDION FACIES AND
SOLAR ENERGY SOURCES FOR H¥% 2015

A
Fixed Cost Variable Cost Total Cost \f(::?e
Source of Power MU

(Rs./| (Rs.| (Rs./ (Rs. Cr) (Rs./ (Rs. Cr) (Rs./

kWh) | Cr.) | kWh) "7 kwh) o kwh)
Captive and Cogen 2,865.00 490| 1,403.05| 4.90 1,403.05 4.90
Solar Energy 84.00 11.81 09.19| 11.81 99.19 11.81
NVVN Coal Power 352.62 3.00 105.38| 3.00 105.38 3.00
Total 3300.62 1601.59 1601.59 4.85

5.9 POWER PROCUREMENT FROM BILATERAL SOURCES

¢tKS [AOSyasSSaqQ {domYAraaArzyy

591 ¢KS [ AOSy aSsS (pawerdpdrchdsk &ainAbflayeral Zdurces for FY
201516 is provided in the Table below:

Table-: DETAILS OF POWER PURCHASE COST FROM INTER SYSTEM EXCHANGE (BILATERAL «
PXIL) / Ul AS SUBMITTED BY DISTRIBUTCENSEES

Average

Source of Power MU Fixed Cost Variable Cost Total Cost Cost
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(Rs./ | (Rs.| (Rs./ (Rs./ (Rs./
wh) | cr) | kwhy | BSCR | RSCH pwny
Inter system
exchange (Bilaterg
& PXIL) / Ul 4416.33 5.04| 2,223.62| 5.04| 2,223.62 5.04
Total 4416.33 2,223.62 2,223.62 5.04

5.9.2 The Commission based on the submission of the Licensees has assessed the
rate for Power purchase from other / emergency sources as Rs. 5.04 / kWh for
FY 20145. In accordance with Clause 4.2.8 of the Distribution Tariff
Regulations, 2006, the Commission hereby approves a maximum ceiling rate
of Rs. 5.04 / kWh towards power purchase cost from short term sources for FY
201516. Further, if at any point of time, the Licensees are required to
purchase the power at the rate one than the above ceiling limit, the same
should be done taking prior approval of the Commission. It may be noted that
the average power purchase rate from other / emergency sources should not
be more than the specified ceiling limit.

5.9.3 Considering the ab@y the approved power purchase from bilateral sources
for FY 20186 is provided in the Table below:

Table-: APPROVED COST OF POWER PURCHASE FROM INTER SYSTEM EXCHANGE (BILATERA

& PXIL) / Ul

Fixed Cost Variable Cost Total Cost A\gs(;e;qe

Source ofPower MU Rs./ | R Rs./ Rs./ Rs./
S. S. S. S. S.

wh) | cr) | kwhy | BSCR | RS CR pwny
Inter system
exchange (Bilaterg
& PXIL) / U 4416.33 5.04| 2,223.62| 5.04| 2,223.62 5.04
Total 4416.33 2,223.62 2,223.62 5.04

594 Considering that the Distribution Licensee may need to buy power in exigency
to meet immediate and urgent power delivery, the Commission would also
like to mention that any quantum of power purchased from emergency /
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other sources shoulde procured only through bilateral sources / power
exchanges or through competitive bidding route to the extent possible.

5.9.5 The Commission, in Clause 4.2(11) of the Distribution Tariff Regulations, 2006,
has specified that in the regime of Availability Based Tariff (ABT), the cost of
power purchase through Ul shall be allowed to be passed through in tariff of
the subsequent yaasubject to the following conditions:

G0 ¢KS F@SNI IS NI GS F2N L2 6SNI LIZNOK
the maximum rate for power purchased under the Merit Order of the
Licensee as approved by the Commission.

b) The total cost of electricity unitgurchased through Ul shall be
restricted to 10% of total power purchase cost approved by the
Commission.

Provided that where the average rate for power purchased under Ul
exceeds the maximum specified rate of power purchase under the Merit
Order of the Lensee, the cost of such power purchase shall be allowed to
be passed through in tariffs of the subsequent year at the maximum rate
for power purchase under the Merit Order of the Licensee as approved by
the Commission whether the ceiling limit of 10% asestin 11 (b) above
KFa NBIFIOKSR 2NJ y2ioé

5.9.6 The Commission is of the view that the Ul mechanism is intended for
maintaining discipline in the grid operations and is not to be treated as a
regular source for power purchase. Hence, the Commission reiteragéshe
Licensees should take due care while overdrawing power from the grid (if
any), especially when the Ul rates are high.

5.9.7 The Commission would also like to caution the Licensees here that this issue
would be dealt with at the time of Truep and any powr purchases
undertaken in contravention to the provisions of the Distribution Tariff
Regulations, 2006 would be disallowed and the Licensee would have to bear
the cost for the same.

5.9.8 Further, the Commission would like to reiterate that the Licensee should
assess the demand supply position in the State in advance and make its best
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endeavour to enter into bilateral contracts with generators / traders for
meeting the envisaged demand supply gap. This would enable them to
optimise the power purchase expenses.

5.9.9 The Licensee needs to adopt a transparent procedure based on competitive
bidding for procuring power on shetérm basis.

5.10 FUEL & POWER PURCHASE COST ADJUSTMENT SURCHARGE (FPPCA)

5.10.1 A Review Petition No. 893/2013 had been filed by the UPPCL, MVVNL, PVVNL,
PuWW[ X 5+xb[ 9 YO9{/2 Ay GKS YIFGGSNI 2F ¢
g t26SN) t dzNOKIF &S /2aid ! RadzaldySyid F2N)d
wherein a number of issues have been raised by the Petitioners. Prior to the
above Petition, UPPCL also filed ai®&Wetition No. 848/2012 in the matter
2F 4! LI AOlIOoAtAGE 2F CdzSt 3 t2¢SNI t dzNX
notified vide GOUP notification no. UPERC/Secy/Regulation/240 dt.
MNdnp ®PHAMHE

5102 Ly GKS YFGGSNI 2F t SGAGAZY n2fd Fuelddo K H 1 M O
t 2SNt dzZNOKFasS /2ad ! ReadzaldYSyid F2Nxydz |
Commission vide its Order dated October 23, 2013 gave direction to
Petitioners to submit details on various issues along with its detailed proposal
on the same. Furthems the Petition No. 893/2013 and 848/2012 are related,
the Commission also directed to club the above two Petitions.

5.10.3 The Commission vide its Letter No. UPERC/Secy/D(Tagfyl4lated 28th
October, 2014 reminded the Petitioners to submit its ditdiproposal in view
of the directions given by the Commission in its Order dated October 23,
2013.

5.10.4 Subsequently the Petitioners vide its Letter No. 3135/RAU/FPPCA dated
December 29, 2014 submitted their proposal. The detailed proposal on
various issues s@a submitted by the Petitioners is extracted below for
reference:
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OA - Differential distribution of FPPCA over different category of
consumers:

In this regard this is to submit that differential distribution of FPPCA over
different category could be basemh their average billing rate (ABR)
Since various category of consumer have different average billing rate,
therefore uniform distribution of FPPCA will lead to -maiform
percentage distribution over different category. In order to avoid-non
uniform pecentage distribution of FPPCA it seems most appropriate to
distribute FPPCA over different category in the ratio of their ABR in such a
way that percentage increase across all the categories remains the same.

B - Disallowance of power purchase from fewostlier sources with
whom licensee has long term agreement:

In Power Purchase Plan approved for FY ARl Zower purchase from
following sources has been disallowed by the Commission, whereas
licensee has long term agreement with these sources:

1- NTPC, Aaiya Gas

2- NTPC, Dadri Gas

3- NTPC, Kahalgaon Sth.

4- NTPC, Farakka

5- NTPC, Talchar

6- NTPC, Jhajhjhar

7- Bajaj Hindustan

This situation has arisen due to the fact that the Commission has
approved Power Purchase Plan-gg¥213) on the basis of MYT (2609
14) generationfigures for state owned thermal generating stations. The
Commission has not taken into account the past trend of generation from
these state owned thermal generating stations.

Owing to the fact of long term agreement with few of the disallowed
sources, irFY 201213, the existing provision of not allowing FPPCA for
power purchase from unapproved sources will lead heavy financial loss to
the licensee.
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C- FPPCA may be allowed on power purchase from Ul & unapproved
sources:

As regard to the issue of allowgrFPPCA on power purchase from Ul &
unapproved sources, Commission has directed the licensee to file reply as
directed in its order dt. 17.12.2012 in petition no. 848/2012. The desired
FPPCA computation has been filed by the licensee vide letter no.
1621/RAU/FPPCA Review dt. 30.06.2014 for the perioe20aB to Sept

2013 (for 3 Quarters), on the basis of the bills raised by the generators, in
following two scenarios:

a) FPPCA workingxcluding Ul & unapproved purchases

b) FPPCA workingcluding Ul & unapprovegurchases

As evident from above submitted computation there is a loss of Rs. 457.5
Cr. to the licensee in terms of FPPCA for three quarters only.

Therefore, in light of submission made by the licensee in its petition &
computation shown in reply dt. 30.2814, it is submitted that the
variation in power purchase cost due to Ul & unapproved sources may
also be covered under FPPCA.

D - For the purpose of recovery FPPCA, power purchase cost may include
all bills raised by the generators instead of bills paacid credit received

by the licensee:

With regard to this issue it is humbly submitted that the submission made

in petition no. 848/2012 seems sufficient and does not need further

elaboration.

E- Date of applicability of FPPCA:

The issue with regard tthe date of applicability of FPPCA has been
settled by the Commission vide its letter no. UPERC/D(T)RALL2QT2

dt. 30.10.2012. Therefore, no further submission is required in this
NE3IF NR®DE
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5.10.5

Quote

The relevant provisions of the UPERC (Terms and conditioBefermination
of Distribution Tariff), Regulations, Amendment No. 3 of 2012 are reproduced
below for reference:

Gcddp CdzSt FYyR t 2SNt dzNOKIFasS /2ai
1. Recovery Periodicity (Cycle):

The cycle will be quarterly. The FPPCA for thetejuanding March will

be calculated in next quarter i.e. up to June when the data/ bills from
generators/suppliers and sale of energy data for the quarter under
consideration are available and the same will be applicable to all
categories w.e.f. July.

2. Fuel & Power Purchase Cost Adjustment Formula (FPPCA):
1. The distribution licensee shall recover FPPCA amount with effect from a

X«

RIS 6KAOK @g2ddR 0S A&dadzSR o6& I asul

consumers. The formula is as follows:

Step (A) Determinaton of Difference between Actual and
Approved Power Purchase Cost in a quarter

Po= (PactuarP approve()
Where

Po ' SGATFSNBYOS Ay 1 0lGdzZf I'yR ! LILINR D

Pauw I ! Oldzt £ /2380 2F t2¢6SNJ t dzNOKIF &85

P approved =ApprovedCo2 ¥ t 26 SNJ t dzZNOKI &S 0 W/ NA ¢

Step (B) Determination of (E ) Energy billed (in MUs) in a quarter
after considering approved T&D losses.

Actual power purchased during the quarter (MUX(MUSs)
Approved T&D losses Y%
Approved MUs billed after T&D losses (E) X *(1Y/100)
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Step (C) Determination of Fuel & Power Purchase Cost Adjustment
per unit based on approved T&D losses to be charged from all consumers
each month of the quarter

Ctt/! OWWERYOAGOOD T Ot

2. The variation in power purchase cost dadJl and other unapproved
purchases shall not be covered under FPPCA.

3. For the purpose of recovery of FPPCA, power purchase cost shall include
all the bills paid and credits received by the distribution licensee, to the
suppliers of the power, duringpé previous FPPCA cycle irrespective of the
period to which they pertain. This shall include arrears and refunds, if any,
not settled earlier.

4. The total FPPCA recoverable, as per the formula specified above, shall
be recovered from the actual sales dndtase of unmetered consumers, it
shall be recoverable based on estimated sales to such consumers,
calculated in accordance with such methodology / mechanism as may be
stipulated by the Commission.

5. Per unit rate of FPPCA shall be worked out in pdiiearaunding off to

the next place.

6. In case of negative FPPCA, the credit shall be given to the consumers
under the FPPCA head, so that the base tariff determined by the
Commission effectively remains the same.

7. The Distribution licensee shalibmit details in the stipulated format to

the Commission on a quarterly basis, the FPPCA charged and, for this
purpose, shall submit such details of the FPPCA incurred and the FPPCA
charged to all consumers for each month in such quarter, along with the
detailed computations and supporting documents as may be required for
verification by the Commission.
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5.10.6

5.10.7

Provided that the above submission made to the Commission must be
certified by a Chartered Accountant.

Provided further that the FPPCA applicable for eawnth shall be
displayed prominently at the collection centres and the offices dealing
with consumers and on the internet website of the Distribution Licensee.

Provided that the Distribution Licensee shall put up on his internet website
such details of ta FPPCA incurred and the FPPCA charged to all
consumers for each month along with detailed computations.

8. In case of Minimum Charges, FPPCA shall be charged only on actual
units consumed by the consumer during the relevant month in addition to
the Minimum Charges amount.

9. In case Government of Uttar Pradesh decided to provide subsidy on
FPPCA to a particular consumer category then, it should do the same as
per the provisions of Section 65 of Electricity Act 2003. It shall be the
responsibility of thelicensee to seek prior approval of the State
Government in this regard and maintain appropriate record of the same.

10. The Commission may however suitably modify / change the proposed
formula / procedure or adopt a different formula / procedure for the
adaSaavySyid 2F Fdz28f &dz2NOKINBHS AT Al

Unquote

CKS /2YYAadaarzyQa ©OASg 2y SIFOK 2F (KS

is discussed in the following paragraphs.

A - Differential distribution of FPPCA over different catery of consumers:

The Commission in its Regulations had approved the formula for computing
FPPCA which results in uniform charge / unit for all the consumers irrespective
of their consumer category. The Commission had followed such approach to
simplify the mechanism for Distribution Licensees. However the Petitioners
have themselves submitted that such mechanism would defeat the purpose of
having categorisation of the consumers.

Pagel82

02

L



H!.':-,

/"H\ e
g |
& - |
X Determination of ARR anthriff of MVVNLfor FY
201516 and Trueup of FY 20123
5.10.8 In regard to the same and to have a differential distribution of FPPCA over
different category, Petitioners have proposed to distribute FPPCA over
different category in theratio of their ABR in such a way that percentage
increase across all the categoriesnains the same.
5.10.9 The Commission has gone through the proposal made by the Petitioners and

agrees with the Petitioners that it would be better to have a differential FPPCA
charge for each consumer category otherwise the same would defeat the
purpose of laving categorisation of the consumer. However, with this another
issue can be raised that within each of the consumer categories fromiLtdV
H\£4 there exists various sutategories and the same may also be considered
for such proportionate distributiof FPPCA. Such soategories would then
again have further subategories. The Commission has analysed such issue
and is of the view that going beyond the broader categories i.e.-LNO/H\/4

as defined in the Rate Schedule would be an endless taskevirnof the same

and the submission made by the Petitioners, the Commission accepts the
proposal of the Petitioners and approves to distribute FPPCA over different
broad categories in the ratio of their approved ABR for the respective financial
year in sub a way that percentage increase across all the categories remains
the same. The detailed mechanism for computation of the same has been
discussed subsequently in this Order.

B- Disallowance of power purchase from few costlier sources with whom
licensee las long term agreement:

G FPPCA may be allowed on power purchase from Ul & unapproved sources:

5.10.10 As per the provision 2 of Regulation 6.9 (2) of Distribution Tariff Regulations

the variation in power purchase cost due to Ul and other unapproved
purchasesare not allowable to be recovered under FPPCA. In regard to the
same, the Commission in its Order dated 23rd October, 2013 had directed the
Petitioners to submit the detailed computation of the FPPCA formula for at
least a year, along with the details ofi@htum, amount & source of all the Ul
and unapproved power purchases made for each quarter of the year. The
Petitioner in compliance to the above has submitted the FPPCA working for 3
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quarter from January, 2013 to September, 2013 under the following two
senarios:

a) FPPCA working excluding Ul & unapproved purchases.
b) FPPCA working including Ul & unapproved purchases.

Based on the same the Petitioner submitted that there is a loss of Rs. 457.5 Crore
to the Distribution Licensees in terms of FPPCA for only thuesters.

5.10.11 The Commission has gone through the submission made by the Petitioners. It
has been observed that the power purchase allowed under the FPPCA
mechanism is based on the approved losses and thus the additional power
purchase cost under FPPCA dowd account for the inefficiencies of the
Distribution Licensees but are to cater the additional electricity requirement.
As it is the power purchase cost is uncontrollable and also depends ion the
demand on the real time basis and would anyhow be allde/a the time of
truing up at normative loss level, hence the Commission allows the
Distribution Licensees to consider the variation in power purchase cost from
the sources which have not been considered in Tariff Order as per merit order
dispatch principe, for which the Distribution Licensees have signed the long
term power purchase agreements (PPA). However, the Commission does not
intend to include the variation on account of short term power purchase and
power purchase through Ul adjustment since @wd require prudence check
and would delay the process. Moreover as the quantum of power procured
through Ul and other short term sources is low, the financial impact of the
same would not be significant and can be settled during the truing up process.
The detailed mechanism for computation of the same has been discussed
subsequently in this Order.

D- For the purpose of recovery of FPPCA, power purchase cost may include
all bills raised by the generators instead of bills paid and credit received by
the licensee:
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5.10.12

5.10.13

5.10.14

5.10.15

5.10.16

The Petitioners in Petition No. 848/2012 have submitted that the provision 3
of Regulation 6.9 (2) of Distribution Tariff Regulations seems to be
contradictory to the established tariff principles which allows power purchase
cost (on billing basisjo include while computing the tariff. As per the
Regulations only those bills of generators against which the payment has been
made, will be included while calculating FPPCA.

Petitioners submitted that many times UPPCL / Discoms fail to make payment
to generator / supplier in time due to paucity of funds. Petitioner submitted
that with the exiting FPPCA formula it will not be possible to recover the
actual increase in fuel and power purchase cost. Petitioners have requested
the Commission to allow consideg power purchase cost as per the bills
received (instead of paid) for computing the FPPCA.

The Commission has gone through the submission made by the Petitioners. It
may be noted that the mentioned provision for considering the power
purchase cost basl on actual payments is to encourage the Distribution
Licensee to make timely payments for the power purchase. However, the
Commission has accepted the proposal of the Petitioners to consider the
power purchase cost for FPPCA computation on billed basisad of actual

paid basis as provided in the Regulations.

E Date of applicability of FPPCA:

As pointed out by the Distribution Licensees that the issue with regard to the
date of applicability of FPPCA has already been settled by the Commission vide
its letter no. UPERC/D(T)RAU/2a11127 dated 30th October, 2012 no further
discussion is required.

As per Regulation 6.9 (2) (10) of UPERC (Terms and Conditions for
Determination of Distribution Tariff), Regulations, Amendment No. 3 of 2012,
the Commission may suitably modify / change the proposed formula /
procedure or adopt a different formula / poedure for the assessment of fuel
surcharge if it considers it to be more appropriate. In view of the same and
above discussion the Commission has approved the revised formula /
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procedure in respect to the applicability and recovery of Fuel and Power
Purclase Cost Adjustment (FPPCA) as detailed in Regulation 6.9 below (the
changes / modifications are underlined):

6.9 Fuel and Power Purchase Cost Adjustment (FPPCA):

1. Recovery Periodicity (Cycle):

The cycle will be quarterly. The FPPCA for the quartengrdarch will be
calculated in next quarter i.e. up to June when the data / bills from generators /
suppliers and sale of energy data for the quarter under consideration are
available and the same will be applicable to all categories w.e.f. July.

2. Fuel& Power Purchase Cost Adjustment Formula (FPPCA):

1. The distribution licensee shall recover FPPCA amount with effect from a date
GKAOK ¢2dZ R 06S Aa&8dzSR o0& | aSLINIXGS /2Y
formula is as follows:

Step (A) Determinationof Difference between Actual and Approved Power
Purchase Cost in a quarter

Po= (Pactua- P approve()

Where,

Po = Difference in Actual and Approved Power Purchase Cost (Rs.
Crore)

P actual = Actual Cost of Power Purchase (Rsefr

P approved = Approved Cost of Power Purchase (Rs. Crore)

Step (B) Determination of (E) Energy billed (in MUs) in a quarter after
considering approved T&D losses.

Actual power purchased during the quarter (MUs)X (MUSs)
Approved T&D losses : Y%
Approved MUs billed after T&D losses (E) : X*(1-Y/100)

Pagel86



w-q.':-,

/'""\

f,ﬂ.

r?-
jl
““”“’” Determination of ARR anthriff of MVVNLfor FY
201516 and Trueup of FY 20123

Step (C)Determination of Category wise Fuel & Power Purchase Cost
Adjustment _per _unit based on approved T&D losses to be charged from
consumers each month of the quarter

Category wise FPPCA (Rs. / unit) = ABRBR, *FPPCA

Where,

FPPCA s Average Fuel and Power Purchase Cost Adjustment (in Rs. / kWh) =
(R/E)*10

ABR is Average Billing Rate or through rate of Consumer Category (in Rs. / kWh)
as approved in Tariff Ordéor the year

ABR, is Average Billing Rate or through rate of Distribution Licensee (in Rs. /
kWh) as approved in Tariff Order for the year

2. The variation in power purchase cost due to Ul and other unapproved
purchases from short term sources shall betcovered under FPRCA

3. For the purpose of recovery of FPPCA, power purchase cost shall include all the
bills received by the distribution licensee, from the suppliers of the power, during
the previous FPPCA cycle irrespective of the period to wheghpertain. This

shall include arrears and refunds, if any, not settled earlier.

4. The total FPPCA recoverable, as per the formula specified above, shall be
recovered from the actual sales and in case of unmetered consumers, it shall be
recoverable bask on estimated sales to such consumers, calculated in
accordance with such methodology / mechanism as may be stipulated by the
Commission.

5. Per unit rate of FPPCA shall be worked out in paisa after rounding off to the
unit place.
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6. In case of negativiePPCA, the credit shall be given to the consumers under the
FPPCA head, so that the base tariff determined by the Commission effectively
remains the same.

7. The Distribution licensee shall submit details to the Commission on a quarterly
basis towardghe computation of the FPPCA, which shall include the source wise
power purchase quantum, power purchase cost incurred and power purchase
rate, details of the FPPCA incurred and the FPPCA chargeable from the consumers
for each month in such quarter, alongith the detailed computations and
supporting documents as may be required for approval by the Commission.

Provided that the above submission made to the Commission must be certified by
a Chartered Accountant.

Provided further that the FPPCA applicalde éach month shall be displayed
prominently at the collection centres and the offices dealing with consumers and
on the internet website of the Distribution Licensee.

Provided that the Distribution Licensee shall put up on his internet website such
details of the FPPCA incurred and the FPPCA charged to all consumers for each
month along with detailed computations.

8. In case of Minimum Charges, FPPCA shall be charged only on actual units
consumed by the consumer during the relevant month in additionh® t
Minimum Charges amount.

9. In case Government of Uttar Pradesh decided to provide subsidy on FPPCA to a
particular consumer category then, it should do the same as per the provisions of
Section 65 of Electricity Act 2003. It shall be the responsibilitiye licensee to

seek prior approval of the State Government in this regard and maintain
appropriate record of the same.
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10. The Commission may however suitably modify / change the proposed formula
|/ procedure or adopt a different formula / procedur@ the assessment of fuel
surcharge if it considers it to be more appropriate.

5.10.17

5.10.18

5.10.19

5.10.20

5.10.21

For the purpose of Fuel & Power Purchase Cost Adjustment (FPPCA) as per
above mentioned formula, the projected monthly power purchase
requirement is provided in Annexureof this Order, which is derived from the
monthly power purchase submitted by the Licensees. The monthly power
purchase quantum has been worked axcluding the power requirement of
NPCL, as UPPCL has discontinued the supply of power to NPCL.

Further, the Commission in its previous Orders has time and again directed
the Licensees to file submissions in respect of FPPCA in a timely and regular
manneras specified under the Regulations. However, the Licensees have not
complied with the directions of the Commission in this regard.

It is to be noted that the power purchase expenses being an uncontrollable
expense, is paghrough to the consumers, howey, the difference between

the actual cost of power procurement and the approved power purchase
expenses, is being recovered by the Distribution Licensee at the time of truing
up. The time lag in recovery of the variation in power purchase expenses
adversdy affects the financial position of the Distribution Licensee and also
puts additional burden on consumers on account of Carrying Cost.

Failure to file FPPCA in a timely manner has many repercussions such as
higher accumulated Aggregate Revenue Requirdm{@&RR) on account of
variation in Power Purchase Expenses and the carrying cost, higher increase in
Tariff or allowance in the form of Regulatory Surcharge, leading to Tariff
shock. Further, the delayed filing of the FPPCA and claiming of the additional
power purchase expenses during the Truumprocess also put the burden of
such additional power purchase expenses on the new consumers, who may
not have been consumers during the respective year.

The Commission once again directs the licensees that theyutd file FPPCA
in a timely and regular manner failing which the Commission may have to
resort to take strict action against the Licensees like disallowance of
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5.11
5.11.1

additional power purchase expenses and the associated carrying cost on
account of additional Paer Purchase expenses or any other action that the
Commission may deem fit while doing the Truing.up

SUMMARY OF POWER PURCHASE

The total power purchase quantum available from State owned generating

stations, central generating stations and other sourcdeng@ with the

guantum and cost as submitted by Licensees and approved by Commission for
FY 201516 is presented in the Tables below:

Table-: SUMMARY OF POWER PURCHASE COST AS SUBMITTED BY THE DISTRIBUTION

LICENSEES
Fixed Cost Variable Cost Total Cost Average
Source of M.W MU Cost
Power Avallable (ks\'/sh)/ (Rs. Cr.) l(<|\ql\'/5h)/ (Rs. Cr.) l(<|\ql\'/5h)/ (Rs. Cr.) (k|\:\;\7h)/
Procurement of power from State Sector Generating Stations
Thermal Stations
Anpara A 630| 3,848| 0.63 241 191 733| 2.53 974 2.53
Anpara B 1,000 6,314| 1.09 691 1.83 1,156| 2.92 1,847 2.92
Harduagunj 165 259| 2.13 55| 5.10 132 7.23 187 7.23
Obra A 288 779| 0.94 73| 2.43 189| 3.37 263 3.37
Obra B 1,000 4,158| 0.61 255| 2.52 1,048 3.14 1,304 3.14
Panki 210 907| 1.09 99| 4.36 396| 5.45 495 5.45
Parichha 220 323| 0.98 32| 391 126| 4.89 158 4.89
Parichha Extn. 420 2,512 1.28 322| 3.33 837| 4.61 1,159 4.61
Parichha Extn. 500| 3,308| 1.81 597| 3.23| 1,067| 503| 1,665 503
Stage Il
Harduaganj Ext 500 3,158 1.95 615| 3.44 1,086 5.38 1,700 5.38
Anpara D 1,000, 2,916 1.18 344 1.79 521 2.96 864 2.96
Sub total- 5033| 28482 3324 7291 10615| 3.73
Thermal
Per unit Avg Rate of Thermal Generation 3.73
Hydro Stations

Khara 58| 151| 0.78] 12| | 0.78| 12 0.78
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Fixed Cost Variable Cost Total Cost Average
Source of M.W MU Cost
Power Avallable (kF\j\jh)/ (Rs. Cr.) l(<F\j\7h)/ (Rs. Cr.) l(<F\j\7h)/ (Rs. Cr.) (kF\j\?h)/
Matatila 20 53| 0.70 4 0.70 4 0.70
Obra (Hydel) 99 260 0.68 18 0.68 18 0.68
Rihand 255 670| 0.60 40 0.60 40 0.60
UGC.: Power 14 36| 231 8 2.31 8 2.31
Stations
Belka & Babail 6 16| 2.44 4 2.44 4 2.44
Sheetla 4 9| 2.96 3 2.96 3 2.96
Subtotal- 455| 1195 88.17 0.00 88.17|  0.74
Hydro
Purchase Per unit Avg Rate from hydro generating stations 0.74
subTotal Own | gag8| 20678 3,412.25 7,291.02 10,703.27] 361
generation
Procurement of power from Central Sector Generating Stations

Anta 119 813| 0.74 60| 3.26 265| 3.99 325 3.99
Auriya 244 | 1,640| 0.56 91| 4.36 715| 4.92 806 4.92
Dadri Thermal 84 613| 0.86 53| 4.15 254 | 5.00 307 5.00
Dadri Gas 272| 1,925| 0.57 110| 4.17 802| 4.74 912 4.74
Dadri Extension 150| 1,097| 1.62 177| 3.92 430| 5.54 608 5.54
Rihandl 373| 2,661| 0.82 217| 1.76 468 | 2.57 685 2.57
Rihandll 348| 2,478| 0.95 235| 1.79 444 2.74 678 2.74
Singrauli 849| 6,151| 0.54 333| 1.32 809| 1.86 1,142 1.86
Tanda 440| 3,136| 1.05 331| 3.52 1,105| 4.58 1,436 4.58
Unchaha#l 258 | 1,927 0.87 167| 2.91 561 3.78 728 3.78
Unchaha#ll 153| 1,145/ 0.90 103| 2.86 327 3.76 430 3.76
Unchahatlll 75 560| 1.37 77| 2.86 160| 4.23 237 4.23
Farakka 33 217| 0.86 19| 3.65 79| 4.50 98 4.50
Kahalgaon St. | 77 528| 0.96 51| 2.98 157| 3.94 208 3.94
ﬁ‘;‘ﬂalgaon Stil 251| 1,729 1.22 212| 2.81|  486| 4.04 698|  4.04
Koldam (Hydro 95 414 | 1.56 65 - -| 1.56 65 1.56

Pagel91




Determination of ARR anthriff of MVVNLfor FY

201516 and Trueup of FY 20123

Fixed Cost Variable Cost Total Cost Average
Source of M.W MU Cost
Power Avallable (kF\j\jh)/ (Rs. Cr.) l(<F\j\7h)/ (Rs. Cr.) l(<F\j\7h)/ (Rs. Cr.) (kF\j\?h)/

Rihandlll 377 2,691 1.32 356 1.82 491| 3.15 847 3.15
SubTotal NTPC 4197| 29724 2653 7554 10208 3.43
Chamera 109 336| 0.60 20| 1.07 36| 1.67 56 1.67
Chameral 86 393| 1.36 53| 1.70 67| 3.06 120 3.06
Chameradll 62 283| 2.00 57| 2.20 62| 4.20 119 4.20
Dhauliganga 75 282 1.10 31| 1.45 41| 2.56 72 2.56
Salal 1&ll 48 252 | 0.60 15| 0.48 12| 1.08 27 1.08
Tanakpur 21 103| 1.70 17| 1.15 12| 2.85 29 2.85
Uri 96 497 1.05 52| 0.81 40| 1.85 92 1.85
Dulhasti 111 517| 2.82 146| 3.08 159| 5.90 305 5.90
Sewall 35 137 1.89 26| 2.34 32| 4.23 58 4.23
Uri-ll 25 111| 4.98 55| 1.75 19| 6.73 75 6.73
Parbati Sl 104 383| 141 54| 3.18 122 4.59 176 4.59
SubTotal
NHPC 774 3292 527.01 601.79 1,128.80 3.43
NAPP 167 937 - - 2.79 262 2.79 262 2.79
RAPP #3&4 80 604 - -1 3.12 189| 3.12 189 3.12
RAPP#5&6 115 802 - -| 3.86 310| 3.86 310 3.86
SubTotal 362| 2343 760.01 760.01| 3.4
NPCIL
EQEHPA JHAK 288| 1,387| 1.60 222 | 1.46 203| 3.06 425 3.06
TALA POWER 45 181 - - 2.47 45| 2.47 45 2.47
Koteshwar 173 570 2.02 115 2.20 125| 4.22 240 4.22
Srinagar 290 519 3.02 157 - -1 3.02 157 3.02
Sasan 495| 2,081 0.18 37| 1.29 269 1.47 306 1.47
Teesta Stll
Karcham 200| 158 i | 400 63| 4.00 63|  4.00
Wangtoo
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A
Fixed Cost Variable Cost Total Cost verage
Source of MW MU Cost
Power Available (Rs./ (Rs./ (Rs./ (Rs./
Rs. Cr. Rs. Cr. Rs. Cr.
kWh) ( ) kWh) ( ) kWh) ( ) kwh)
VISHNUPRAYA 352| 1,623| 1.01 164 | 1.40 227 241 391 2.41
TEHRI STAGE 419| 1,811 1.88 340| 2.58 467 | 4.46 808 4.46
R P
osta ower 600| 4,066| 1.70 690| 4.33 1,759| 6.02 2,449 6.02
Project
Roga Power 600| 4,066| 1.70 690| 4.33 1,759 6.02 2,449 6.02
Project
Bara 1,188| 1,115 - -1 3.20 357| 3.20 357 3.20
Anpara 'C' 1,100f 7,015| 1.19 834 2.71 1,900| 3.90 2,733 3.90
IGS.TI.DP’ 51 358| 1.61 58| 4.39 157| 6.00 215 6.00
Jhajhjhar
Bajaj
. 450| 2,982 2.25 671 4.71 1,404| 6.96 2,075 6.96
Hindusthan
Lalitpur 1,782 8,022| 1.40 1,123| 1.98 1,588 3.38 2,711 3.38
SubTotal
2 1 10322 1542 4.2
IPP/IV 8032| 35953 5100 03 5423 9
Captive and | 2,865 i .| a90| 1403 490 1403 490
Cogen
Inter system
h
ex_c ange -1 4,416 - -1 5.04 2,224 5.04 2,224 5.04
(Bilateral &
PXIL, IEX) / Ul
Solar Energy - 84 - -| 11.81 99| 11.81 99 11.81
NVVN Coal
- 352 - -| 3.00 105| 3.00 105 3.00
Power
SubTotal : Ce
Generation & - 7717 3,831.24 3,831.24 4.96
Other Sources
Grand Total of
Power 19753| 108707 11,692.71 30,360.9 42,053.61 3.87
Purchase
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Table-: SUMMARY OF APPROVED POWER PURCHASE COST FaR FY 2015

o Fixed Cost Variable Cost Total Cost A\é:e(;a;gje
Source of Power . MU
Available
(kS\'/sh)/ (Rs. Cr.) l£|\7\7h; (Rs. Cr.) l£|\7\7h; (Rs. Cr.) l(<|3\7h)/
State Thermal Generating Stations
Anpara A 630.00| 3,848.44| 0.63 240.79| 1.91 733.15| 2.53 973.94 2.53
Anpara B 1,000.00{ 6,313.73] 1.09 690.93| 1.83| 1,155.63| 2.92| 1,846.56 2.92
Harduagunj 165.00 258.72| 2.13 55.08| 5.10 131.91| 7.23 186.99 7.23
Obra A 288.00 778.64| 0.94 73.41| 2.43 189.32| 3.37 262.73 3.37
Obra B 1,000.00{ 4,158.31| 0.61 255.21| 2.52| 1,048.45| 3.14| 1,303.66 3.14
Panki 210.00 907.10| 1.09 99.11| 4.36 395.50| 5.45 494.62 5.45
Parichha 220.00 323.08| 0.98 31.80| 3.91 126.31| 4.89 158.11 4.89
ParichhaExtn. 420.00f 2,512.06| 1.28 322.24| 3.33 836.75| 4.61| 1,158.99 4.61
Parichha Extn. Stag
I 500.00| 3,308.21| 1.81 597.36| 3.23| 1,067.47| 5.03| 1,664.83 5.03
Harduaganj Ext. 500.00| 3,157.55| 1.95 614.56| 3.44| 1,085.63| 5.38| 1,700.19 5.38
Anpara D 1,000.00{ 2,916.35| 1.18 343.58| 1.79 520.91| 2.96 864.50 2.96
Total 5,933.00| 28,482.20| 1.17| 3,324.08| 2.56| 7,291.02| 3.73| 10,615.10 3.73
State Hydro Generating Stations
Khara 57.60 303.20| 0.78 23.66 0.78 23.66 0.78
Matatila 20.00 80.67| 0.70 5.68 0.70 5.68 0.70
Obra(Hydel) 99.00 276.00| 0.68 18.84 0.68 18.84 0.68
Rihand 255.00 772.65| 0.60 46.05 0.60 46.05 0.60
UGC Power Station
13.70 31.00| 2.31 7.16 2.31 7.16 2.31
Belka & Baball 6.00 15.77| 2.44 3.84 2.44 3.84 2.44
Sheetla 3.60 10.00| 2.96 2.96 2.96 2.96 2.96
Total 454.90| 1,489.29| 0.73 108.19 0.73 108.19 0.73
SubTotal Own
generation 6,387.90| 29,971.49| 1.15| 3,432.27| 2.43| 7,291.02| 3.58]| 10,723.29 3.58
NTPC
Anta 119.50 812.80| 0.53 43.32| 3.26 264.85| 3.79 308.17 3.79
Auriya 243.59| 1,640.30| 0.32 52.26| 4.36 715.10| 4.68 767.35 4.68
Dadri Thermal 84.00 612.81| 0.80 49.28| 4.15 254.08| 4.95 303.36 4.95
Dadri Gas 271.83| 1,924.87| 0.39 74.82| 4.17 802.39| 4.56 877.21 4.56
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Fixed Cost Variable Cost Total Cost AEEEE
Source of Power M.W MU Cost
Available
(kF\j\'/sh)/ (Rs. Cr.) I(<|§/\'/5h)/ (Rs. Cr.) I(<|§/\'/5h)/ (Rs. Cr.) I(<F\§\7h)/
Dadri Extension 150.43 1,097.44| 1.42 155.65| 3.92 430.34| 5.34 585.99 5.34
Rihandl 373.20 2,661.03| 0.78 208.53| 1.76 467.63| 2.54 676.15 2.54
Rihandll 347.50 2,477.78| 0.90 221.85| 1.79 443.78| 2.69 665.63 2.69
Singrauli 849.00 6,150.60| 0.54 332.00| 1.32 809.26| 1.86| 1,141.26 1.86
Tanda 440.00| 3,135.55| 1.05 329.94| 3.52| 1,105.20| 4.58| 1,435.14 4,58
Unchaha#l 257.63 1,927.10| 0.82 158.63| 2.91 560.81| 3.73 719.44 3.73
Unchaha#l| 153.01 1,14451| 0.84 96.30| 2.86 327.41| 3.70 423.70 3.70
Unchaha#lll 74.87 560.00| 1.29 72.12| 2.86 160.14| 4.15 232.25 4.15
Farakka 33.28 216.70| 0.75 16.15| 3.65 79.03| 4.39 95.19 4.39
Kahalgaon St. | 76.61 527.88| 0.84 44.19| 2.98 157.24| 3.82 201.43 3.82
Kahalgaon St.ll Ph. 250.95 1,729.20| 1.06 182.61| 2.81 486.12| 3.87 668.73 3.87
Koldam (Hydro) 94.50 41391 - 32.50 - 32.50 - 65.00 1.57
Rihandlll 377.42 2,691.12| 1.70 457.81| 1.82 491.06| 3.53 948.87 3.53
Total 4,197.30| 29,723.59| 0.85| 2,527.96| 2.55| 7,586.91| 3.40| 10,114.88 3.40
NHPC
Chamera 109.46 333.36| 0.88 29.23| 0.84 28.04| 1.72 57.28 1.72
Chamerall 86.28 413.89| 1.20 4959| 1.12 46.29| 2.32 95.88 2.32
Chamerall 62.13 288.13| 1.64 47.20| 1.52 43.70| 3.15 90.90 3.15
Dhauliganga 74.90 293.40| 1.27 37.39| 1.22 35.89| 2.50 73.29 2.50
Salal 1&ll 47.96 212.06| 0.44 9.39| 0.40 8.57| 0.85 17.96 0.85
Tanakpur 21.33 101.35| 1.10 11.14| 0.99 10.02| 2.09 21.17 2.09
Uri 96.29 512.80| 0.74 37.98| 0.66 34.08| 1.41 72.05 1.41
Dulhasti 111.38 524.91| 2.58 135.29| 2.53 132.63| 5.10 267.93 5.10
Sewall 35.10 150.44| 1.94 29.23| 1.78 26.81| 3.73 56.04 3.73
Uri-ll 25.35 226.21| 2.92 66.08| 2.03 45.98| 4.95 112.06 4.95
Parbati ST 160.00 - - - - - - - -
Parbati STIlI 104.00 181.49| 3.70 67.09| 2.77 50.32| 6.47 117.41 6.47
Total 934.17 3,238.05| 1.60 519.62| 1.43 462.34| 3.03 981.96 3.03
NPCIL
NAPP 166.54 797.78 2.79 222.86| 2.79 222.86 2.79
RAPP #3&4 79.67 502.40 3.12 156.89| 3.12 156.89 3.12
RAPP#5&6 115.46 969.63 3.86 374.20| 3.86 374.20 3.86
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Fixed Cost Variable Cost Total Cost AR
Source of Power M.W MU Cost
Available
(kF\j\'/sh)/ (Rs. Cr.) I(<F\§\7h)/ (Rs. Cr.) I(<F\§\7h)/ (Rs. Cr.) I(<F\;\7h)/
Total 361.67| 2,269.82 3.32 753.95| 3.32 753.95 3.32
IPPs /JVs
NATHPA JHAKRIH 287.85| 1,386.86| 1.60 221.64| 1.46 203.00| 3.06 424.65 3.06
TALA POWER 44.98 181.26 - -| 2.47 44.81| 2.47 44 .81 2.47
Koteshwar 172.84 569.60| 2.02 115.00| 2.20 125.12| 4.22 240.12 4.22
Srinagar 290.00 518.63| 3.02 156.57 - -| 3.02 156.57 3.02
Sasan 495.00f 2,081.38| 0.18 36.96| 1.29 268.84| 1.47 305.80 1.47
KarchamWangtoo 200.00 157.68 - -| 4.00 63.01| 4.00 63.01 4.00
VISHNUPRAYAG 352.00| 1,622.83| 1.01 164.24| 1.40 227.18| 2.41 391.42 2.41
TEHRI STAGE 418.50| 1,811.03| 1.88 340.47| 2.58 467.21| 4.46 807.68 4.46
Rosa Power Project  600.00| 4,065.52| 1.70 689.88| 4.33| 1,758.69| 6.02| 2,448.57 6.02
Rosa Power Project  600.00| 4,065.52| 1.70 689.88| 4.33| 1,758.69| 6.02| 2,448.57 6.02
Bara 1,188.00] 1,115.24 - -| 3.20 357.01| 3.20 357.01 3.20
Anpara 'C' 1,100.00{ 7,015.01] 1.19 833.81| 2.71| 1,899.58| 3.90| 2,733.39 3.90
IGSTPP, Jhajhjhar 51.15 358.46| 1.61 57.68| 4.39 157.44| 6.00 215.12 6.00
Bajaj Hindusthan 450.00f 2,982.12| 2.25 671.00| 4.71| 1,403.51| 6.96| 2,074.51 6.96
Lalitpur 1,782.00f 8,021.97| 1.40| 1,123.08| 1.98| 1,588.35| 3.38| 2,711.43 3.38
Total 8,032.32| 35,953.10| 1.42| 5,100.22| 2.87| 10,322.43| 4.29| 15,422.65 4.29
CoGeneration & OtherSources

Captive and Cogen 2,865.00 - -| 4.90| 1,403.05/ 4.90| 1,403.05 4.90
Solar Energy 84.00 - -1 11.09 93.17| 11.09 93.17 11.09
NVVN Coal Power 351.62 - -| 3.00 105.38| 3.00 105.38 3.00
Total 3,300.62 - -118.99| 1,601.59| 18.99| 1,601.59 4.85
Inter system 4,416.33 - -| 5.04| 2,223.62| 5.04| 2,223.62 5.04
exchange (Bilateral
& PXIL) / Ul
Grand Total of
Power Purchase 19,913.35| 108,872.99 1.06| 11,580.07| 2.78| 30,241.87| 3.84| 41,821.93 3.84
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Fixed Cost Variable Cost Total Cost AUEEE
MW Cost
Source of Power . MU
Available
(Rs./ (Rs./ (Rs./ (Rs./
KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh)
Grand Total of
Power Purchase
(after applying 19,913.35 104,891.80, 1.10| 11,580.07| 2.69 | 28,235.70| 3.80| 39,815.76/  3.80
merit order)

5.12 APPROVED MERIT ORDER DISPATCH

5.12.1 The Merit Order Dispatch as approved by the Commission after evaluating the
power purchase cost is given in the Table below:
Table-: APPROVED MERIT ORDER DISPATCH FOR R 2015
: Dispatch VENElels
Rank Power Station Type Mode Charge (RS
/ KWh)
1 Khara UPJVNiHydro Must Run 0.00
2 | Matatila UPJVNiHydro Must Run 0.00
3 | Obra (Hydel) UPJVNiHydro Must Run 0.00
4 Rihand UPJVNiHydro Must Run 0.00
5 | UGC Power Stations | UPJVNiHydro Must Run 0.00
6 | Belka & Baball UPJVNiHydro Must Run 0.00
7 | Sheetla UPJVNiHydro Must Run 0.00
8 | Koldam (Hydro) NTPC Must Run 0.00
9 | Parbati ST NHPC Must Run 0.00
10 | Srinagar IPP/JV/Others Must Run 0.00
11 | Salal 1&ll NHPC Must Run 0.40
12 | Uri NHPC Must Run 0.66
13 | Chamera NHPC Must Run 0.84
14 | Tanakpur NHPC Must Run 0.99
15 | Chamerall NHPC Must Run 1.12
16 | Dhauliganga NHPC Must Run 1.22
17 | VISHNUPRAYAG IPP/JV/Others Must Run 1.40
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: Dispatch Melistels
Rank Power Station Type Mode Charge (Rs
/ KWh)
18 | NATHPA JHAKRI HPS| IPP/JV/Others Must Run 1.46
19 | Chamerall NHPC Must Run 1.52
20 | Sewall NHPC Must Run 1.78
21 | Urill NHPC Must Run 2.03
22 | TALA POWER IPP/JVIOthers Must Run 2.47
23 | Dulhasti NHPC Must Run 2.53
24 | TEHRI STAGE IPP/JVIOthers Must Run 2.58
25 | Parbati ST NHPC Must Run 2.77
26 | NAPP NPCIL Must Run 2.79
27 | RAPP #3&4 NPCIL Must Run 3.12
28 | RAPP#5&6 NPCIL Must Run 3.86
29 | Karchamwangtoo IPP/JV/Others Must Run 4.00
30 | Captive and Cogen IPP/JV/Others Must Run 4.90
31 | Solar Energy IPP/JV/Others Must Run 11.09
32 | Teesta Stll IPP/JVIOthers Merit 0.00
33 | Sasan IPP/JVIOthers Merit 1.29
34 | Singrauli NTPC Merit 1.32
35 | Rihandl NTPC Merit 1.76
36 | Anpara D UPRVUNLThermal Merit 1.79
37 | Rihandll NTPC Merit 1.79
38 | Rihandlll NTPC Merit 1.82
39 | AnparaB UPRVUNLThermal Merit 1.83
40 | Anpara A UPRVUNLThermal Merit 1.91
41 | Lalitpur IPP/JVI/Others Merit 1.98
42 | Koteshwar IPP/JV/Others Merit 2.20
43 | Obra A UPRVUNLThermal Merit 2.43
44 | ObraB UPRVUNLThermal Merit 2.52
45 | Anpara 'C' IPP/JVIOthers Merit 2.71
46 | Kahalgaon St.Il Ph.l NTPC Merit 2.81
47 | Unchaha#lll NTPC Merit 2.86
48 | Unchaha#ll NTPC Merit 2.86
49 | Unchaha#l NTPC Merit 2.91
50 | Kahalgaon St. | NTPC Merit 2.98
51 | NVVN Coal Power IPP/JVIOthers Merit 3.00
52 | Bara IPP/JV/Others Merit 3.20
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: Dispatch variable
Rank Power Station Type Mode Charge (Rs
/ kwWh)
53 | Parichha Extn. Stage Il| UPRVUNLThermal Merit 3.23
54 | Anta NTPC Merit 3.26
55 | Parichha Extn. UPRVUNLThermal Merit 3.33
56 | Harduaganj Ext. UPRVUNLThermal Merit 3.44
57 | Tanda NTPC Merit 3.52
58 | Farakka NTPC Merit 3.65
59 | Parichha UPRVUNLThermal Merit 3.91
60 | Dadri Extension NTPC Merit 3.92
61 | Dadri Thermal NTPC Merit 4.15
62 | Dadri Gas NTPC Merit 4.17
63 | Rosa Power Project IPP/JV/Others Merit 4.33
64 | Rosa Power Project IPP/JVIOthers Merit 4.33
65 | Auriya NTPC Merit 4.36
66 | Panki UPRVUNLThermal Merit 4.36
67 | IGSTPP, Jhajhjhar IPP/JV/Others Merit 4.39
68 | Bajaj Hindusthan IPP/JVIOthers Merit 4.71
Inter system exchange .
69 (Bilate>r/al & PXIL) / O | Ippiaviothers Merit 5.04
70 | Harduagunj UPRVUNLThermal Merit 5.10
5.12.2 The Commission allows Licensee to procure power to meet demand on real

time basis following the merit order dispatch principlésowever Licensee
should seek the prior permission of the Commission in case it intends to
procure power from the short term sources at the rate above ceiling rate of
Rs. 5.04 / kWh. Licensee should endeavour to optimise power purchase cost
using economig@rinciples and follow merit order dispatch while procuring
power from all the sources.

Pagel99



w-q.':-,

/'""\

f,ﬂ.

}I

““”“’” Determination of ARR anthriff of MVVNLfor FY

201516 and Trueup of FY 20123

5.13 ANNUAL REVENUE REQUIREMENMVWRNLFOR FY 20156

5.13.1

5.13.2

5.13.3

5.13.4

5.13.5

The Petitioner submitted that the Distribution Tariff Regulations, 2006
requires the Licensee to file Aggregate Revenue Requirement (ARR) complete
in all respect along with requisite fees as prescribed by the Commission.

The Petitioner submitted that asep the Regulations, the ARR Petition should
contain details of estimated expenditure and expected revenue that it may
recover in the ensuing financial year at the prevailing rate of Tariff. The
Petitioner further submitted that the Distribution Tariff Rdgtions, 2006
require that the ARR should separately indicate Aggregate Revenue
Requirement (ARR) for Wheeling & Retail Supply function embedded in the
distribution function and till such time complete segregation of accounts
between Wheeling and Retail @uly Business takes place, ARR proposals for
Wheeling and Retail Supply Business shall be prepared based on an allocation
statement as per the best judgement of the Distribution Licensee.

The Petitioner submitted that the Distribution Tariff RegulatioB806 has
broadly classified cost incurred by the Petitioner as controllable and
uncontrollable costs wherein the uncontrollable cost include fuel cost,
increase in cost due to changes in interest rate, increase of cost due to
inflation, taxes and cess, vation of power purchase unit costs, etc.

The Petitioner submitted that Tariff Order for FY 2@®/is the first Order
issued by the Commission in accordance with the Distribution Tariff
Regulations, 2006. In this Tariff Order, the Commission used atiocat
methodology for segregation of Wheeling & Retail Supply business function of
ARR. The Petitioner added that it has adopted the same methodology for
deriving wheeling charges, as the complete segregation of accounts between
Wheeling and Retail Supply $iness has not yet been completed.

The Petitioner further submitted that it has filed the current ARR Petition in
strict compliance with the Distribution Tariff Regulations, 2006.
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5.13.6

5.13.7

5.13.8

The Petitioner submitted that the cost elements of ARR have been estimated
based on the provisional waudited accounts of FY 2013 and expenses
available for FY 20145.

The Commission has analysed all the components of the Aggregate Revenue
Requirement (ARR) to arrive at suitable values. As per the Distribution Tariff
Regulaions, 2006, the ARR comprises of the following components:

a) Power Purchase cost
b) Transmission Charges
c) SLDC Charges
d) Operation and Maintenance Expenses
1 Employee Expenses
1 Administration & General Expenses
1 Repairs and Maintenance Expenses
e) Depreciation
f) Interest and Financing Costs
g) Bad and Doubtful Debts
h) Return on Equity
i) Taxes on Income
j) Other Expenses
k) Contribution to Contingency Reserve

The detailed analysis of each and every element identified above is presented
in the subsequent sections.

5.14 POWER PROCWARENT COST

5.14.1

5.14.2

The Petitioner submitted that the total inteéBtate transmission charges
payable by UPPCL to PGCIL has been projected to be Rs. 2727.71 Crore in the
ensuing year. The PGCIL charges consequent to-Stéée transmission is

being levied on energyrocured from NTPC, NPCIL, NHPC, SJVNL, Tehri, TALA,
etc., and these charges have been incorporated in Power Procurement Cost.

The Petitioner submitted that while considering power procurement to meet

GKS {d1F3G5Q& NBIdzA NEBYSy (e, inzhe NSthernS E i S NJ
Region PGCIL system, need to be accounted for. The availability of power for

the Petitioner (i.e., at UPPCL system boundary) from these sources gets
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reduced to the extent of these losses and the Petitioner has accordingly
incorporaied them while drawing up the energy balance and merit order
dispatch for meeting the State requirement.

5.14.3 The Commission has run the merit order Dispatch schedule for power purchase

5.14.4

5.14.5

for FY 20186 after considering the availability of power. The power puseha
guantum and cost approved by the Commission for FY 2B15 depicted in
Table-.

CdzNIKSNJ fA3IyAy3d gAlK (GKS [AO0OSyasSSQa
up the power purchase costs to include PGCIL losses-Gtage transmission
losses).

The Commission has project the PGCIL charges on the basis of approved
power purchase quantum as detailed in the Table below:

TABLE: APPROVED PGCIL CHARGES FOR % 2015

Particulars Derivation FY 201516

Approved
ProjectedPower Purchase by Licensee (M A 108,707.15
Projected PGCIL Charges (Rs. Crore) B 2,727.71
Projected PGCIL Charges (Rs./kWh) C = A/B*10 0.251
Approved Power Purchase (MU) D 104,891.80
Approved PGCIL Charges (Rs. Crore) E = D*C/10 2,631.97

5.14.6

5.14.7

The Commission further reiterates that the actual in&tate transmission
charges for FY 2015 would be allowed as pass through during tue
process subject to prudence chetly the Commission based on audited
accounts.

The Commission has determined the bulk supply rate by dividing the power
purchase cost including PGCIL charges so computed with the energy input
(MU) at transmissiodlistribution interface. The Commission hggpeoved the

bulk power supply tariff for FY 204% as given in the Table below:

Table-: APPROVED CONSOLIDATED BULK SUPPLY TARIFF
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. o ARR FY 201516
Particulars Derivation .
Petition Approved
Purchasefequired & Billed Energy (MU) A 1,08,707.15 104,891.80
Periphery Loss (Up to inter connection Point) 0
(%) B 1.65% 1.65%
Energy Available at State periphery for s
Transmission (MU) C=A*(1B) 1,06,913.48 103,161.92
Intra -StateTransmission losses % D 3.59% 3.59%
Energy Input into Transmissi@istribution _*
Interface (MU) E=C* (i) 1,03,076.12 99,458.40
Power Purchase Cost (Rs. Crore) F 42,053.61 39,815.76
PGCIL InteBtate transmission charges (Rs.
Crore) G 2,728 2,631.97
Total Power Procurement Cost (Rs. Crore) H=F+G 44,781.32 42,447.74
Bulk Supply Tariff (Rs./Unit) I= (H/E)*10 4.34 4.27

5.14.8

Based on the approved quantum, the Commission has approved power

procurement cost foMVVNLfor FY 20186 as given in the Table below:

Table-: POWER PROCUREMENT COSMNURL FOR FY 2016

. L ARR FY 201516
Particulars Derivation .
Petition Approved
E [ tintoT iSSi
hergy hpu into Transmission A 18,665 1827933
Distribution Interface (MU)
Bulk Supply Tariff (Rs./kWh) B 4.34 4.27
Power Procurement Cost from UPPCL C =A*B /10 8,109 7.80142
(Rs. Crore)

5.15 TRANSMISSIOAND SLDC CHARGES

5.15.1

The Petitioner submitted that the intr&tate transmission charges for current

year and ensuing year payable by the Petitioner are on the basis of actual
energy received and uniform charges are to be paid by all the Distribution
Licenses proportionate to the energy delivered to them.
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5.15.2 The Petitioner further submitted that the transmission licensee is also
performing the function of SLDC and such SLDC cost is embedded in the
transmission charges.

5.15.3 The Petitioner submitted that the projecins of transmission charges have
been taken from the ARR / Tariff Petition filed by U.P. Power Transmission
Corporation Ltd (UPPTCL) for FY 2085

5.15.4 The Petitioner submitted that in its Petition, UPPTCL has projected
transmission charge at a rate of RS196 per kWh for FY 2048 and
accordinglyMVVNLhas estimated the cost of intr&tate transmission charges.

5.15.5 Transmission and SLDC charges for FY -PO@1Bave been approved in
concurrence with the ARR and transmission tariff approved for UPPTCL for FY
205Mc Ay (GKS [/ 2YYA&aaArAzyQa h NISGNI
transmission charges approved for UPPTCL by the Commisk®mpproved
transmission charges fdVVNL FY 20155 are given in Table below:

Table-: INTRA STATE TRANSMISSION CHARGES FORI1BY 2015
Particulars Derivation ARR Petition Fy 201sl6
Approved
Energy Input into Transmissio
A 1 18,27

Distribution Interface (MU) 8,665 8,27933

Transmission Tariff (Rs./kWh) B 0.196 0.1723

Transmission Cost (Rs. Cr.) C =A*B /10 366.54 314.87

5.16 ESCALATION INDEX

5.16.1

5.16.2

For approving the O&M expenses for the ensuing year, the Distribution Tariff
Regulations, 2006 specifies a formula of escalation index to be applied to the

base yeans detailed below.

The Petitioner submitted that the Distribution Tariff Regulations, 2006

specifies that expenses of the base year shall be escalated at Inflation /
Escalation rate notified by the Central Government for different years. The

Petitioner sulmitted that the inflation rate for this purpose shall be weighted
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average of Wholesale Price Index and Consumer Price Index in the ratio of
60:40.

5.16.3 The Petitioner submitted that for the purpose of ARR, it has used the above
methodology in arriving at Inflagn / Escalation rate of 7.69% for FY 2454
and 4.10% for FY 204%. This Inflation / Escalation rate has been used in
estimation of various components of ARR.

5.16.4 Regulation 4.3 of Distribution Tariff Regulations, 2006 specifies the
methodology for consigration of the O&M Expenses, wherein such expenses
are linked to the inflation index determined under these Regulations.
Accordingly, the Commission has computed escalation / inflation index of
7.69% for FY 20185 and the same escalation / inflation indé&as been
considered for FY 20185 as computed in Truing up Chapter of this Order.

5.17 0O&M EXPENSES

5.17.1

The Petitioner submitted that the O&M expenses comprise of Employee costs,
Administrative & General (A&G) Expenses and Repair & Maintenance (R&M)
expenses The Regulation 4.3 of the Distribution Tariff Regulations, 2006
specifies as follows:

AP

1. The O&M expenses comprise of employee cost, repairs &
maintenance (R&M) cost and administrative & general (A&G) cost. The
O&M expenses for the base year shalldagculated on the basis of
historical/audited costs and past trend during the preceding five years.
However, any abnormal variation during the preceding five years shall
be excluded. For determination of the O&M expenses of the year under
consideration, he O & M expenses of the base year shall be escalated
at inflation rates notified by the Central Government for different
years. The inflation rate for above purpose shall be the weighted
average of Wholesale Price Index and Consumer Price Index inithe rat
of 60:40. Base year, for these regulations means, the first year of tariff
determination under these regulations.
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5.17.2

5.17.3

5.17.4

5.17.5

2. Where such data for the preceding five years is not
available the Commission may fix O&M expenses for the base year as
certain percentag®f the capital cost.

3. Incremental O&M expenses for the ensuing financial year
shall be 2.5% of capital addition during the current year. O&M charges
for the ensuing financial year shall be sum of incremental O&M
expenses so worked out and R&harges of current year escalated on
the basis of predetermined indices as indicated in regulation 4.3
OMU PODXXXXDPE

The Petitioner submitted that the O&M expenses for FY 20A%have been
claimed by escalating the actual component wise O&M expenses 20 ElY

12 by using the yearly inflation indices approved by the Commission up to FY
201415 in its Tariff Order dated October 1, 2014 and at the rate of 4.10% for
FY 201816.

The Petitioner submitted that increase in dearness pay may be higher than the
es@lation index determined as per the Distribution Tariff Regulations, 2006
and requested the Commission that any variation in employee expenses due
to increase in dearness pay may be considered by the Commission at the time
of true-up for the relevant yearbased on specific submissions by the
Petitioner in this regard.

The Commission has computed the normative O&M expenses for FY18015
by escalating the normative Q& expenses of FY 2044 with the escalation
index of 7.69%. Since, escalation index of FY -281&nnot be computed at
this stage, escalation index of FY 2dBihas been considered to project the
normative O&M expense of FY 2016. The escalation indeomputation has
been shown inMTABLE of this Order.

Further,in addition to the O&M expenses based on inflationary indices, the
Commission has also worked out incremental O&M expenses for F¥18015
and has further allocated the same across the individual elements of the O&M
expenses on the basis of the contribution of each element in the O&M
expenses.
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5.17.6 It is observed that the O&M expenses estimated by the Petitioner are higher
than the normative O&M expenses computed by the Commission considering
base year as FY 2008. Sincelie Licensee has to restrict its O&M expenses
within the normative level, the Commission has therefore, approved the
normative O&M expenses for FY 2016 computed in accordance with the
Distribution Tariff Regulations, 2006.

5.17.7 Further, capitalization of empyee expenses and administrative and general
expenses has been considered as 15% of the gross employee expenses and
gross A&G expenses respectively, which is in line to the approach adopted by
the Commission in its earlier Tariff Orders as well as thapgsed by the
Petitioner for FY 201%6.

5.17.8 The summary of the O&M expenses submitted by the Petitioner and as
approved by the Commission for FY 2a1bis shown in the Table below:

Table-: O&M EXPENSESR FY 201%6 (Rs. Crore)

Particulars ARR Petition Fy 201816
Approved

Employee Expenses
Employee Cost and Provisions 628.49 479.17
Incremental Employee Expenses @ 2.5% 26.01 54.67
Gross Employee Expenses 654.50 533.84
Employee expensespitalized 98.17 80.08
Net Employee Expenses 556.32 453.76
A&G Expenses
Admin & Gen Expenses 216.41 88.44
Incremental Admin & Gen Expenses @ 2.5% 7.96 10.23
Gross Admin & Gen Expenses 224.36 98.67
Admin & Gen expenses capitalized 33.65 14.80
Net Admin & Gen Expenses 190.71 83.87
R&M Expenses
Repair & Maintenance Expenditure 191.51 152.41
Incremental R&M Expenses @ 2.5% 8.92 21.24
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Particulars ARR Petition FY 201sl6
Approved
Gross Repair & Maintenance Expenses 200.43 173.65
Total O&M Expenses 947.47 711.29
# Cumulative incremental O&M Expenses allocated to Employee Expenses
Expenses and A&G Expenses.

5.17.9 Further, it is clarified that the O&M expenses thus approved would be subject
to Truingup upon finalisation of audited accounts for FY 2085

5.18 GFA BALANCES AND CAPITAL FORMATION ASSUMPTIONS

5.18.1 The Petitioner has submitted that the projected capital expenditure is
proposed to be funded in a debt equity mix of 70:30, which is also in line with
the Distribution Tariff Regulations, 2006 and establisipbdlosophy of the
Commission. The Petitioner proposed the following capital expenditure for FY
201516.

TABLE: CAPITAL INVESTMENT PLAN PROPOSED BY THE PETITIONER HORRSY 2015

CRORE)
Capital Investment Plan
Particulars . Equity / Deposit
Physical| Loans | Internal Total
Works
Accruals
Replacement of Meters

Single Phase 152000f 22.19 9.51 31.70
Three Phase 7800 3.15 1.35 4.50
LT TVM 800 0.32 0.14 0.45
11 kV TVM 300 0.13 0.06 0.19
33 kv TVM 100 0.05 0.02 0.08
11 kV Metering Cubicle 160 0.47 0.20 0.68
33 kV Metering Cubicle 40 0.16 0.07 0.23
11 kV C.T./ P.T Unit 200 0.34 0.15 0.49
33 kV C.T./P.T Unit 80 0.11 0.05 0.15
11 kV C.T for 33 kV SIS 1000 0.50 0.21 0.71
11 kV P.T for 33 kV S/S 200 0.21 0.09 0.30
Double Metering 720 0.97 0.42 1.39
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Capital Investment Plan
Particulars . Equity / Deposit
Physical| Loans | Internal Total
Works
Accruals
AERIAL BUNCHED CONDUCTORS 900 17.60 7.54 25.14
Construction of 11 kV Line 720 14.42 6.18 20.60
System Improvement of 11 kV Lines 2840 18.02 7.72 25.74
Constructiorof 11/0.4 kV Substations 1700| 52.79 22.62 75.41
Capacﬂy Enhancements of 11/0.4 kV| 2600 37.90 16.24 54.14
Substations
Replacement og 11kV Cable 96 9.51 4.07 13.58
Replacement of 11 kV Switchgears 700 12.13 5.20 17.33
Purchase of mobile transformer trolley
6.6./0.4 kV 400 KVA 120 4.99 2.14 7.13
0.00 0.00 0.00
Capamty Enhancements of 33/11 kV 280 88.37 3787 126.24
Substations
Construction of 33 kV Line 480 43.73 18.74 62.46
System Improvement of 38V Lines 680 26.92 11.54 38.45
Construction of 33/11 kV Substations 28 42.81 18.35 61.15
Sg{\)/lacement of damaged / obsolete 33 kV 44 158 0.68 505
Replacement of Distribution Transformers 36 1.58 0.68 2.25
Rural Electrification 28 0.18 0.08 0.26
Replacement of old and damaged poles 21600 4.04 1.73 5.78
Earthing works 6300 4.54 1.95 6.49
Replacement of old and damaged conducto 1360 2.97 1.27 4.24
Plinth & Fencing Works 1040 1.34 0.57 1.91
D.C. Battery / Battery ChargeRElay 340 1.00 0.43 1.43
Replacement of old switchgears 300 1.58 0.68 2.25
Construction / Replacement of LT Line 200 2.76 1.18 3.94
Guarding of Lines 1000 0.53 0.23 0.75
Other Misc Works 100 0.18 0.08 0.26
Other Misc Works 8 0.16 0.07 0.23
Construction of 11kV Feeders in Rural Area -| 131.31 56.27 187.58
RGGVY Phase Consultancy - 27.59 11.83 39.42
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Capital Investment Plan
Particulars . Equity / Deposit
Physical| Loans | Internal Total
Works
Accruals
RAPDRP Part A - 4.54 1.95 6.49
RAPDRP Part B - 6.64 2.84 9.48
Tehsil Town (PMC) - 0.62 0.26 0.88
Capital Works under Vyap¥ikas Nidhi 0| 196.96 84.41 281.37
Energisation of PTW 23500 104.91 44.96 149.88
Electrification of villages under Dr. Ram 0.00
Manohar Lohia Samagr Vikas Yojna Schem
33/11 kV Substations under Tehsil Scheme 20 61.46 26.34 87.79
RGGVWorks 8.88 3.80 12.68
RAPDRP Non SCADA Works 77.81 33.35 111.15
RAPDRP SCADA Works 297.24| 127.39 424.63
Deposit Works 337.35| 337.35
Total 1338.14| 573.49| 337.35| 2248.97

5.18.2 The Petitioner submitted that the following assumptions weused for
projecting GFA and CWIP for FY 2065

1 The opening GFA and CWIP for FY ABLAave been taken as per
the closing figures from provisional annual accounts of FY-2813

1 40% the opening CWIP and 40% of investment made during the
year, expenses apitalized & interest capitalized (40% of total
investment) has been assumed to get capitalized during the year.

T LYy@SadySyid (GKNRBdzZZK GRSLIR2aAlG 62N
formation. However, depreciation thereon has not been charged to

the ARR in line Wi the policy adopted by Commission in its
previous Tariff Orders.

1 The capital investment for FY 2018 has been pegged at Rs.
1,782.70Crore out of which, deposit works have been envisaged at
Rs.267.40Crore.

5.18.3 The Petitioner submitted a capital investnteaf Rs.2,248.97Crore in FY
201516 out of which, deposit works have been estimated at333.35Crore.
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5.18.4

5.18.5

5.18.6

5.18.7

5.18.8

The capital investment plan (net of deposit works) has been projected to be
funded in the ratio of 70:30 (debt to equity).

With a view to approve r&istic levels of gross fixed asset (GFA) balance, and
consequent tariff components such as depreciation, interest on loan and
return on equity, the Commission has referred to the gross fixed asset
balances, capital additions, capital deletions, capitalrlkwwon progress
balances, etc., up to FY 2013 as per the provisional accounts for FY 2043

as also considered by the Licensee in its Petition.

The Commission has finalised the philosophy for capital investments and
capital additions in the Tariff Ordelated May 31, 2013 as below:

GPOPPEKS /2YYA&aaAzy KlFLa 20aSNBSR GKIF O
Licensee is not in strict accora@nwith the Distribution Tariff Regulations. In

order to reprimand the Licensee, the Commission disallows 30% céjpital
AyoSaaySyiad OftFAYSR Ay GKS !'ww k ¢IFNRTFT

Regulation 4.5 of Distribution Tariff Regulation, 2006 stipulates as below:

Gnop [/ FLAGEE Ly@SaaySyda tftlyy

1. The licensee shall in its ARR/Tariff filing identify projects for the ensuing
financial year and subsequent four years and submit detailed capital
investment plan along with a financing plan for undertaking the identified
projects in order to meet theequirement of load growth, refurbishment
and replacement of equipment, reduction in distribution losses,
improvement of voltage profile, improvement in quality of supply & system
reliability, metering, communication, computerization, etc.

2. The Commisgfo a K| f f O2Y&aARSNI YR | LILINR @¢
investment plan, subject to prudence check. The costs corresponding to the
approved investment plan of the licensee for a given year shall be
considered for determining its annual revenue requirementviBled that

prior approval would not be required in cases where the normal distribution
projects cost is below 1 Crs.
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5.18.9

5.18.10

5.18.11

3. The detailed capital investment plan shall separately show ongoing
projects that will spill into the year under review, and new projdws will
commence but may be completed within or beyond the tariff period. For the
new projects, the filing must provide the justification as stipulated under
investment guidelines of the Commission.

7. The Licensee shall provide Project Getigm Report in respect of those
projects for which prior approval has been sought from the Commission, as
and when they achieve the Commercial Operation.

8. Capitalisation of works by the Licensee will be linked to the physical
completion of the works.The Commission will not accept any
capitalisation that does not have work completion certificates and the
work is put to beneficial use of consumers. (Emphasis added)

9. The Licensee will maintain asset registers at each operating circle/
division thatwill capture all necessary details on the asset, including the
cost incurred, date of commissioning, location of asset, and all other
0§SOKYAOIFt RSGIFAT &aDE
For FY 20186 also, the Commission observed that the capital investment
claimed by the Licensee istia strict accordance with the Distribution Tariff
Regulations, 2006 as reproduced above and hence, based on the philosophy
adopted by the Commission in its Order dated October 1, 2014, approves 70%
of capital investment proposed by the Petitioner.

The caitalisation of expenses and interest has been considered as detailed in
the sections dealing with O&M expenses and Interest on long term loans.
Further, in line with the methodology adopted by the Commission in its Order
dated October 1, 2014, 40% of tietal investments including opening CWIP,
expenses and interest capitalisation during the year have been projected to be
capitalised in FY 20155.

Accordingly, the details of Capitalisation and Wirprogress up to FY 2045
16 are shown in the Table belo
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TABLE: CAPITALISATION & WIP UP TO FY-PB{Rs. Crore)
: — " FY 2015L6
Particulars Derivation ARR Petition
Approved
Opening WIP as ori' April A 2,220.95 1,869.76
Investments B 2,248.97 1,574.28
Employee Expenses Capitalisation C 98.17 80.08
A&G Expenses Capitalisation D 33.65 14.80
Int t italisati Int t | t
nterest Capitalisation on Interest on long ter e 60.33 4716
loans
F=
Total Investments 4,662.08 3,586.08
v A+B+C+D+H
Transferred to GFA (Tot@hpitalisation) G=F*40% 1,864.84 1,434.43
Closing WIP H=FG 2,797.24 2,151.65

5.19 FINANCING OF THE CAPITAL INVESTMENT

5.19.1

5.19.2

5.19.3

The Petitioner submitted that it has considered a normative ratio of 70:30.
Considering this approach, 70% of the capital expenditure undertaken in any
year has been considered to be financed through loan and balance 30% has
been considered to be financed thuwgh equity contributions. The portion of
capital expenditure financed throtigconsumer contribution, capital subsidies
and grants has been separated as the depreciation and interest thereon would
not be charged to the beneficiaries.

The Petitioner furthe submitted that the amounts received as consumer
contributions, capith subsidiesand grants are traced from the provisional
accounts for FY 20iB4. Further, the consumer contributions, capital
subsidies and grants for FY 20038 and 201516 have been awsidered to be

in the same ratio to the total investments, as received by it in FY-2@13

Thus the Petitioner submitted that out of the total capital investment of Rs.
2,248.97Crore in FY 20156, the capital investment through deposit works is
to the tune of Rs.337.35Crore and balance R4,911.63Crore has been
considered to be funded through debt and equity. Considering a debt equity
ratio of 70:30, i.e., Rsl,338.14Crore or 70% of the capital investment is
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proposed to be funded through debt anbalance 30% equivalent to Rs.
573.49Crore through equity.

5.19.4 The Commission, on the similar lines, hasvoeked the portion of capital
expenditure financed through consumer contribution capital grants and
subsidies. The Truedp closing balance of consumeontribution, capital
grants and subsidies of FY 2012 based on the audited accounts has been
considered and subsequent additions in FY 2043as per the provisional
accounts have been considered to arrive at the opening amount of consumer

contribution, capital grants and subsidies.

5.19.5 Since, the Commission has reduced the 30% of capital investment claimed by
the Petitioner, the same treatment has been given to the additions to the
consumer contribution, capital grants and subsidies and accordingly the
Commssion has allowed only 70% of the total additions in consumer
contribution, capital grants and subsidies claimed by the Petitioner in the ARR

[ Tariff Petition for FY 201%6.

The Table below summarises the amounts considered towards consumer
contributions, capital grants and subsidies up to FY 2085

5.19.6

Table-: CONSUMER CONTRIBUTIONS, CAPITAL GRANTS AND SUBSIDIES CONSIDERED UP TO F
201516 (Rs. Crore)

. o " FY 201516
Particulars Derivation | ARR Petition
Approved

Opening Balance of Consumer Contributio
Grants and Subsidies towards Cost of Caj A 1,078.05 903.71
Assets
Additions during the year B 337.35 236.15
Less: Amortization (Deprematl-on .on ass c 12701 117.86
created out of Consumer Contribution)
Closing Balance D=A+BC 1288.39 1,111.99

5.19.7
is shown in the Table below:

Thus, the financing of the capital investment as considered by the Commission
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Table-: FINANCING OF THE CAPIRMESTMENTS UP TO FY 2@LERs. Crore)

Particulars Derivation ARR Petition FY 201816
Approved

Investment A 2,248.97 1,574.28
Less:
Consumer Contribution and Capital
Assets Subsidy B 337.35 236.15
Total C=AB 1,911.62 1,338.14
Investment funded by debt and equit}
Debt Funded 70% 1,338.14 936.70
Equity Funded 30% 573.49 401.44

5.20 DEPRECIATION EXPENSE

The Petitoner submitted that Regulation 4.9 of the Distribution Tariff

1 full year depreciation on the opening balance of GFA

1 pro-rata depreciation on the additions made to the GFA balance during

The Petitioner submitted that for the purpose of computing the allowable
depreciation, it has considered the GBAse as per audited accounts for FY
201213 and subsequently added the yearly capitalizations for FY-2013
201415 and 2015l6. The Petitioner submitted that it has computed the
depreciation only on the depreciable asset base and has excluded the non

The Petitioner further submitted that the Annexure B to the Distribution Tariff
Regulations, 2006 specifies the depreciation rate to be charged on each class
of asset. Accordingly, the Petitioner has compltkeprecation at a weighted
average rate of 7.84%. Considering this philosophy, Petitioner has claimed the

5.20.1

Regulations, 2006 specifies for:

the financial year

5.20.2

depreciable assets such as land, land rights, etc.
5.20.3

gross depreciation for FY 2016 as R$489.05Crore.
5.20.4

The Petitioner submitted that it has projected the depreciation on assets
created out of consmer contributions, capital grants and subsidies for FY
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201415 and FY 20156 in the same ratio as per provisional accounts of FY
201314.

5.20.5 The Petitioner submitted that it has reduced the equivalent depreciation
amounting to Rs127.01Crore in FY 20156 in respect of depreciation on
assetscreated out of consumer contributions, capital grants and subsidies.
Thus, the net depreciation claimed by the Petitioner for FY 2[Bl% Rs.
362.04Crore.

5.20.6 Regulation 4.9 of the Distribution Tariff Regulations, 2§@écifies as under:

anadop 5SLINBOALFGAZ2YY

1. For the purposes of tariff, depreciation shall be computed in the
following manner, namely:

a. The value base for the purpose of depreciation shall be the historical
cost as provided in the Fixed Assets Registerjuding consumer
contribution or capital subsidy/grant utilized for capitalization of the
assets.

b. Depreciation shall be calculated annually at the rates specified in the
Annexure- B.

c. The residual value of the asset shall be considered as 10% and
depreciation shall be allowed up to maximum of 90% of the historical
capital cost of the asset. Land is not a depreciable asset and its cost
shall be excluded from the capital cost while computing 90% of the
historical cost of the asset.

d. On repayment ofrdire loan, the remaining depreciable value shall
be spread over the balance useful life of the asset.

e. Depreciation shall be chargeable from the first year of operation. In
case of operation of the asset for part of the year, depreciation shall be
charged on prerata basis.

Provided that where the Fixed Assets Register is not maintained, the
Commission shall allow only as much depreciation as it may consider
I LILINE LINR | G S ¢
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5.20.7

5.20.8

5.20.9

5.20.10

5.20.11

The Commission in its deficiency note asked Petitioner to submit the basis of
consdering the weighted average depreciation rate of 7.84% for computing
the depreciation for FY 20185. The Petitioner in its reply submitted that the
Distribution Tariff Regulations, 2006 provides for a depreciation rate of 7.84%
in respect of lines and drbution system. The Petitioner further submitted
that in the Tariff Order for FY 2044, the Commission had considered a
weighted average depreciation rate of 7.84%, and hence, it has considered the
same for FY 20156.

The depreciation rate as applide for different class of assets have to be
applied for computing the depreciation as per the Annex@ef Distribution
Tariff Regulations, 2006. However, as the Petitioner has not been able to
submit the class wise details of its assets, the Commisisas computed
deprecation for FY 20156 at a weighted average rate of 7.84% as considered
by the Commission in its Order dated October 1, 2014 and also claimed by the
Petitioner.

For the purpose of computing depreciation, the Commission has considered
the GFA base as per audited accounts up to FY-2@12nd has subsequently
added the yearly capitalisations for FY 2a#3as per the provisional accounts

to arrive at the opening balance of the GFA for FY 2B.40pening and
Closing GFA for FY 2016 has ben estimated based on the capitalisation
considered by the Commission for FY 20Band FY 20156.

The Commission has computed the depreciation only on the depreciable asset
base and has excluded the ndepreciable assets such as land, land rights,
etc.

Considering the above philosophy and total capitalization approved by the
Commission for FY 204%, the GFA base approved by the Commission is
given in the Table below:

Table-: GROSS FIXED ASSETS FOREY6 (Rs. Crore)

FY 201516

Particulars Derivation ARR Petition
Approved

Depreciation Rate A 7.84% 7.84%
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Particulars Derivation ARR Petition FY 20186
Approved

Opening GFA as ofi April (Depreciable) B 5,071.35
Opening GFA as ofi April (Non c 5,305.49 0.03
Depreciable) '
Total Opening GFA as ofif April D=B+C 5,305.49 5,071.38
Add|t|on'to GFA during the year D 1.434.43
(Depreciable) 1.864.84
Addition to GFA during the year (Non E ’
Depreciable)
Deduction from GFA during the year F
(Depreciable)
Closing GFA as on®3Warch (Depreciable) G=B+D-F 6,505.79
Closmg- GFA as on®*3Warch (Non HeC+E 7,170.33 0.03
Depreciable)
Total Closing GFA as on°*3Warch I=G+H 7,170.33 6,505.82

5.20.12 The Commission has projected the depreciation on assets created out of
consumer contributions, capital grants and subsidies for FY -2081 the
same ratio as projected by the Petitioner. The Commission has reduced the
equivalent depreciation on assetseated out of consumer contributions,
capital grants and subsidies.

5.20.13 The Commission, in its Tariff Order for FY 204 3has stipulated as under:

GCKS /2YYAaaAzy KlIa NBLSFGSRte 3IAPSyY
to ensure that proper and detailed FikAssets Registers are maintained

G GKS FASEtR 2FFAOS&aP CAzNIKSNE GKS |
& ILA. No. 83 of 2011 has 8ls NBAY T2NOSR / 2YYA&daArzy
directed the Licensee to comply with the regulations and directions issued

by the Commission.

As a first step towards reprimanding the Licensee over the issue of non
maintenance of fixed asset registers, the Commishas withheld 20% of
the allowable depreciation for FY 2018. The same would be released
for recovery throughariff, upon submission of fixed asset registers up to
the current year i.e., FY 2013 by 30'b 2 S YO SNE H A Mo ®§
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5.20.14

5.20.15

5.20.16

As evident from the above, the Commission in its earlier Tariff Order has
withheld 20% of the allowable depreciation for FY 2043 Further,over the
issue of noAamaintenance of fixed asset registetee Commission in its Tariff
Order for FY 20345 dated October 1, 2014as withheld 25% of the
allowable depreciation for FY 2014%. However, even after seval directions

no submission in thisegard has been made by the Licensee so far. The
Commission has already expressed its displeasure on theavaitability of
fixed asset registers of the Licensee and further reiterates its direction to the
Licensee to ensure proper maintenance of detaifectd asset registers as
specified in the Distribution Tariff Regulations, 2006.

Hence, in line with the approach adopted by the Commission in its earlier
Order over the issue of nemaintenance of fixed asset registershe
Commission has withheld a highpercentage as compared to previous year
i.e. 30% of the allowable depreciation for FY 2085 The Licensee is further
directed to submit the complete details pertaining to Fixed Asset Register for
FY 201415 along with the ARR Petition for FY 2Q1% otherwise the
withheld amount may not be allowed by the Commission.

In view of the above, the net depreciation expense approved by the
Commission for FY 204% is shown in the Table below:

Table-: APPROVED DEPRECIATION FOR FI&(RS. Crore)

. I ARR FY 201516
Particulars Derivation "
Petition Approved

Depreciation Rate A 7.84% 7.84%
Opening GFA as of April (Depreciable) B 5305.49| 5,071.35
Addition to GFA during the year (Depreciable) C 1,864.84 1,434.43
Depreciation on Opening GFA + Addition dui D=
the year (AB)+(C*AJ2) 489.05 453.82
Less:
Depreciation on assets created fro
Consumer Contribution and Capital Ass E 127.01 117.86
Subsidy
Allowable Depreciation fa201516 F=DE 362.04 335.96
Les.s: DepreC|at|.on withheld .due to no G = F*30% 100.79
maintenance of Fixed Asset Register
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. o ARR FY 201516
Particulars Derivation ..
Petition Approved
Net Allowable Depreciation for FY 20155 H=RKG 362.04 235.17
5.21 INTEREST AND FINANCING COST

Interest on Long Term Loans

5.21.1

5.21.2

5.21.3

5.21.4

The Petitioner submitted that it has considered a normative approach with a
debt: equity ratio of 70:30. In this approach, 70% of the capital expenditure
undertaken in any year has been considered to be financed through loan and
balance 30% has been considd to be funded through equity contributions.
The portion of capital expenditure financed through consumer contributions,
capital subsidies and grants has been separated as the depreciation and
interest thereon has not been charged to the beneficiaries.

The Petitioner submitted that the allowable depreciation for the year has
been considered as normative loan repayment. The weighted average rate of
interest of overall long term loan portfolio for FY 2018 has been considered

for FY 20186, as it seem® be fair and equitable. The interest capitalization
has been considered at a rate of 23% which is consistent with the rate
considered by the Commission in previous Tariff Orders.

It is observed that the Petitioner has computed interest on long term loan
based on the normative approach adopted by the Commission in its previous
Orders. Therefore, the Commission has approved the methodology used by
the Petitioner. However, the Commission has computed the interest on long
term loan based on the revised opeagiand closing loan balances approved in
earlier sections while doing up the Truing up of FY 2DA.2Also the loan
addition during FY 20156 has been considered as worked out in earlier
section of this Chapter. The allowable depreciation for the year theen
considered as normative loan repayment.

The weighted average rate of interest as submitted by the Petitioner has been
considered for computing the interest on long term loans for FY 2@®L5
Further, the interest capitalisation has been considergda rate of 23%,
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GKAOK A& alyYS a (0KS tSGAGAZ2YSNDA adz’
methodology adopted by the Commission in its previous Order.

5.21.5 The interest on long term loan as claimed by the Petitioner and as approved
by the Commission is sha in the Table below:

Table-: INTEREST ON LONG TERM LOANS UP TO /8 gR45Crore)

Particulars ARR Petition Fy 201816

Approved
Opening Loan 2,334.16 1,907.08
Loan Additions (70% of Investments) 1,338.14 936.70
Less: Repayments (Depreciation allowable for the yea 362.04 335.96
Closing Loan Balance 3,310.26 2,507.81
Weighted Average Rate of Interest 9.29% 9.29%
Interest on long term loan 262.32 205.07
Interest Capitalisation Rate 23.00% 23.00%
Less: Interest Capitalized 60.33 47.16
Net Interest Charged 201.99 157.91

Interest on Working Capital

5.21.6 The Petitioner has submitted that it has worked out the interest on working
capital based on the methodology specified in tRegulations as provided
below:

1 Operation and Maintenance expenses, which includes Employee
costs, R&M expenses and A&G expenses, for one month;

1 Onetwelfth of the sum of the book value of stores, materials and
supplies at the end of each month of curremancial year;

1 Receivables equivalent to 60 days average billing of consumers less
security deposits provided by the beneficiaries.

5.21.7 The Petitioner submitted that the Distribution Tariff Regulations, 2006
provides for interest on the working capital requinent at the Bank Rate as
specified by the Reserve Bank of India as DAgril of the relevant year plus a
margin as decided by the Commission. The Petitioner submitted that
accordingly, it has considered the interest rate on working capital requirement
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5.21.8

5.21.9

5.21.10

at 12.50% including margin, however, the actual rate of interest would be
considered based on the audited accounts during the wpeprocess for the
year in accordance with the Distribution Tariff Regulations, 2006.

Regulation 4.8.2 of the Distribution T#rRegulations, 2006 lays down the
norms and methodology for calculating interest on working capital. Further,
the Commission in its earlier Orders has clearly opined that although there is a
situation of financial stress and liquidity crunch for the h&me, the
Distribution Licensee is eligible only for interest cost on account of normative
working capital. Further, it is observed that the collection efficiency of the
Petitioner also needs improvement and by improving the same, the cash flows
of the Pettioner will improve, which will help in managing day to day working
capital requirements. The Petitioner should understand that only by ensuring
that its working capital needs are well looked after, it can focus on growth and
development of its organisain.

In view of the above, the Commission has considered the interest on working
capital at the rate of 12.50% as proposed by the Petitioner, which includes the
margin above the Bank Rate specified by the RBI and is in accordance with the
provisions of theDistribution Tariff Regulations, 2006.

The interest on working capital as submitted by the Petitioner and as
approved by the Commission for FY 2a1bis shown in the Table below:

Table-: INTEREST COSTWERKING CAPITAL LOANS FOR FY1BQEs. Crore)

. - FY 201516
Particulars Petition
(Approved)
One month's O&M Expenses 89.94 59.27
Onetwelfth of the sum of the book vall.Je of.materlals 15.62 15.62
stores at the end of each month of such financial year.
Receivabl ivalen illin
eceivables equivalent to 60 days average billing 1.268.83 1.327.67
consumers
Gross Total 1,374.39 1,402.56
Less: Total Security Deposits by the Consumers reduce
Security Deposits under section 47(1)(b) of the Electricity 351.40 351.40
2003
Net Working Capital 1,022.99 1,051.17
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. . FY 2015L6
Particulars Petition
(Approved)
Rate of Interest for Working Capital 12.50% 12.50%
Interest on Working Capital 127.87 131.40

Interest on Consumer Security Deposits

5.21.11

5.21.12

5.21.13

5.21.14

The Petitioner submitted that as per the Regulation 4.8(3) of the Distribution
Tariff Regulation, 2006, the Licensee has to pay interest to the consumers at
Bank Rate or more on the consumer security deposit.

The Petitioner further submitted that Secti@¥v(4) of the Electricity Act 2003,
states as follows:

cthe distribution licensee shall pay interest equivalent to the bank rate or
more, as may be specified by the concerned state Commission, on the
security referred to in subection (1) and refund sucleairity on the
request of the person who gave such secérity

The Petitioner submitted that accordingly, the interest to consumers on the
security deposits has been computed on the opening balance of the security
deposits at the beginning of the year at tBank Rate of 9.00% for FY 2a5}

and FY 20146, however, the same shall be Trued, based on audited
accounts.

As the approach followed by the Petitioner is in accordance with the
Distribution Tariff Regulations, 2006 and is also consistent with tipeoagh
adopted by the Commission in the previous Tariff Orders, therefore, the
Commission approves the methodology employed by the Petitioner in this
regard. However, it is observed that the Reserve Bank of India vide circular no.
RBI / 201415 / 489 datedMarch 4, 2015 has revised the Bank Rate from
8.75% to 8.50% w.e.f. March 4, 2015. Hence, the Commission has recomputed
the interest on consumer security deposit at the rate of 8.50%. However, the
actual interest payable on consumer security deposits wdnddat the Bank
Rates notified by the RBI from time to time as per the provision of the
Electricity Supply Code. The same would be trued up based on audited
accounts.
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5.21.15 Accordingly, the Commission has approved interest on security deposits for FY
201516 at8.50% as shown in the Table below:

Table-: INTEREST ON SECURITY DEPOSITS FORIBYR.1Grore)

. L - FY 201516
Particulars Derivation Petition
(Approved)
Opening Balance of Security Deposits fro A 310.86 310.86
Consumers ' '
PI’OjeC'Fed Closing Balance of Security B 351.40 351.40
Deposits from Consumers
Bank Rate (%) C 9.00% 8.50%
Interest on Security Deposits D = (A+B)/2*C 29.80 28.15

Finance Charges:

5.21.16 The Petitioner has submitted that tifénance charges towards expenses such
as guarantee fees and bank charges is R® Qrbre for FY 20156 and the
same have been computed by extrapolating the actual guarantee fees and
bank charges incurred in FY 2018 as per provisional accounts by githe
Inflation Index.

5.21.17 Further, the Petitioner submitted that it may be allowed to claim discount to
consumers on actual during Trukug based on audited accounts.

5.21.18 The Commission has considered Rs8 @éore as bank charges as submitted
by the Petitiorer for FY 2018.6.

5.21.19 As regards discount to consumers, it is to be noted that such rebates /
discounts are given to consumers under different heads like power factor
rebate, etc., and are provided to the consumers on actual basis. Hence, the
Commissionalda GKS tSUHIAGA2YSNRAE NBljdzSaid G2 ¢
actual basis during the Truingp of FY 20186 based on the audited
accounts. The Petitioner should however, ensure that such discount should
have been adjusted in the actual revenue recovedadng the year.

Summary of Interest and Finance Charges
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5.21.20 In view of the above, the approved interest and finance costs including
interest on working capital for FY 2015 is summarised in the Table below:

TABLE: INTEREST AND FINANCE CHARGES FORRY (RBELECRORE)

Particulars ARR Petition Fy 201816

(Approved)
Interest on Long term Loans 262.32 205.07
Interest on Working Capital Loans 127.87 131.40
Sub Total 390.19 336.47
Interest onConsumer Security Deposits 29.80 28.15
Bank Charges 0.08 0.08
Discount to Consumers 0.28 0.28
Sub Total 30.16 28.50
Gross Total Interest & Finance Charges 420.35 364.97
Less: Capitalization of interest on Long term Loans 60.33 47.16
% Capitalization 23.00% 23.00%
Net Interest & Finance Charges 360.02 317.80

5.22 PROVISION FOR BAD AND DOUBTFUL DEBTS

5.22.1 The Petitioner submitted that the provisions for bad and doubtful debts have
been made at 2% of revenue receivables in line with Regulatidn of
Distribution Tariff Regulations, 2006. The Petitioner submitted that in the last
¢CFNRAFTF hNRSNE GKS /2YYAadaAzy KIR RAA
provision for bad and doubtful debts due to the absence of any aatr
policy. The Petitionerdded that provision for bad and doubtful debts are an
accepted accounting principle even in a sector like banking where the
provisioning of urcollectable dues is considered as a normal commercial
practice.

5.22.2 The Petitioner has requested the Commission tovalthe annual provisioning
towards bad and doubtful debts as it is an accepted industry norm and also
recognized by other State Electricity Regulatory Commissions.

5.22.3 The Petitioner submitted that the amount, if any, written off towards bad
debts is only apisted against the accumulated provisions in the books,
irrespective of the actual amount of bad debts during any particular year and
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hence, it is a legitimate ARR component. Accordingly, the Petitioner has made
provisions for bad debts for FY 2016 in Ine with the provisions of the
Distribution Tariff Regulations, 2006.

5.22.4 Regulation 4.4 of the Distribution Tariff Regulations, 2006 provides for
expenses under bad and doubtful Debts to the extent of 2% of the revenue
receivables as specified below:

& n @ nand Dokbtful DebtsBad and Doubtful Debts shall be allowed as
a legitimate business expense with the ceiling limit of 2% of the revenue
receivablesprovided the distribution licensee actually identifies and
writes off bad debts as per the transparent poy approved by the
Commission In case there is any recovery of bad debts already written
off, the recovered bad debt will be treated as other incogamphasis
added)

5.22.5 However, the Petitioner has to actually identify and w4tk the bad debts as
per a ransparent policy approved by the Commission.

5.22.6 The Commission in its Tariff Order for FY 2034lated October 1, 2014 has
disallowed the provision for bad and doubtful debts on account of lack of
proper and transparent policy for actual identification awdite-off the bad
RSoGad ¢KS NBtSOIyld SEGNIOG 2F GKS [/ 2Y
below:

GPPPEKS OSNE FI OG0 GKIFG GKS tSGAGAZ2YS
off any amount towards bad and doubtful debts till now clearly indicates

lack of proper policy framework for identification, recognition, and
management of provision for bad and doubtful debts. Therefore, in
accordance with the Regulations, the Commission disallows the

t SGAGA2YSNDa Of F AY (®dolbtfRdibts (ONBYDA & A 2 Y
2014150 P d €

5.22.7 The Petitioner has repeatedly pointed out that provisioning towards bad and
doubtful debts is an accepted industry norm. However, the Petitioner should
also recognize that as per prudent practices, every business should also
ensure that the amount of debtors do not increase to an alarming level.
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5.22.8

5.22.9

5.22.10

5.22.11

Further, every prudent management would ensure to recover the dues and
prevent them from becoming bad. It has been observed that despite the

/| 2YYA&daA2yQa RANBOG A doyisiTarikf PrdeisKiBere a3 I NR
been no improvement on the part of the Petitioner.

Ly NBLXe& G2 GKS adriddza 2F O2YLIX AlFyOS
submission of a policy to be followed by Licensee for identification and writing

off actual bad dbts and submission of ten sample cases of LT & HT
consumers where orders have been issued for writing off bad dehts,

Petitioner submitted that it has recently framed a policy for identifying and

writing off old arrears, which has been provided to iemmission during the
proceedings in respect of ARR and Tariff Petition for FY -2814nd
appropriate directions have been issued to the field units to compile the

sample cases based on this recently issued order by the licensee.

Further, in reply to thequery the Petitioner requested the Commission to

approve the policy it has framed for identifying and writing off old arrears

which it has submitted during the proceedings of ARR and Tariff for F¥ 2014

15 and also during the current proceedindishas aso failed to submitany

such sample data on the consumer indicating the policy framework for
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paragraphs it is observed that the Petitioner has submitted the approach for
creation of povision of bad debts instead of the policy followed by it for
identification of actual bad debts and writing off the same.

The very fact that the Petitioner has not been able to identify and write off

any amount towards bad and doubtful debts till nowanly indicates lack of

proper policy framework for identification, recognition, and management of
provision for bad and doubtful debts. Therefore, in accordance with the
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provision br bad and doubtful debts for FY 20165.

In view of the above, the Commission directs the Petitioner to frame
guidelines and procedures for identifying, physically verifying and writing off
the bad debts and also to fix responsibility of its employeesthis regard
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