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Before

UTTAR PRADESH ELECTRICITY REGULATORY COMMISSION

Petition N0.991/2014

IN THE MATTEBF:

Determination of Aggregate Revenue Requirement and Tariff for F¥18nd True up for FY
2012-13 of DakshinanchaVidyut Vitran Nigam Limited{/VNL)

And

IN THE MATTER OF:

DakshinanchaVidyut Vitaran Nigam Limited{NNL)
Before

UTTAR PRADE&HECTRICITY REGULATORY COMMISSION

ORDER

The Commission having deliberated upon the above Petition and the subsequent filings by the
Petitioner, and the Petition thereafter being admitted ddarch 23, 2015 and having
considered the views / comments / suggestions / objections / representations received during
the course of the above proceedingad also in the public hearings heid exercise of power
vested under Sections 61, 62, 64 and 86 of the Elagtidat, 2003, hereby passes this Order
signed, dated and issued dnine 182015.The licensee, in accordance with Section 139 of the
Uttar Pradesh Electricity Regulatory Commission (Conduct of Business) Regulations, 2004, shall
arrange to get publishedithin three days from thelate of issue of this Order, the tarifésxd
regulatory surcharge approved herein by the Commissibne tariffs so published shall
become the notified tariffs and shall come into force after seven days from the date of such
publication of the tariffs, and unless amended or revoked, shall continue to be in force till
issuance of the next Tariff Ordefhe regulatory surcharge shall be applicable as detailed in
this Order.
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1.

11
111

1.1.2

1.1.3

BACKGROUND AND BRIEETORY

BACKGROUND:

The Uttar Pradesh &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 ohé reforms 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 datel 14
January, 2000:

1 Uttar Pradesh Power Corporatioimlited (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

{1 Uttar Pradesh Jal Vidyut Nigam Limited (UPJVNL): vested with the function of
Hydro Generation within the State.

Through another Transfer Scheme dated Januksy 2000, assets, liabilities and
personnel of Kanpur Electricity Supply Authority (KESA) unde8EB were
transferred to Kanpur Electricity Supply Company Limited (KESCO), a company
registered under the Companies Act, 1956.

After the enactment of the Electricity Act, 2003 (EA 2003) the need was felt for

further unbundling of UPPCL (responsible fatho Transmission and Distribution

functions) along functional lines. Therefore, the following four new Distribution
O2YLI yASa OKSNBAYIFTUSNI O2tt SOUAPBStE & NBTFSN
) were created vide Uttar Pradesh Transfer of Dbstiion Undertaking Scheme,

2003 dated August2, 2003 to undertake distribution and supply of electricity in the

areas under their respective zones specified in the scheme:

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

1 Madhyanchal Vidyt Vitran Nigam Limited (Lucknow Discom or MVVNL)

1 Paschimanchal Vidyut Vitran Nigam Limited (Meerut Discom or PVVNL)
9 Purvanchal Vidyut Vitran Nigam Limited (Varanasi Discom or PUVVNL)
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sub-section (1) of Section 2B of the Indian Electricity Act, 1910.

1.15 Subsequently, the Uttar Pradesh Power Transmission Corporation Limited (UPPTCL),
a Transmigsn Company (Transco), was incorporated under the Companies Act,
Mppc o6& Fy FTYSYRYSyld Ay (GKS WhoaSOod FyR
Vyapar Nigam Limited. The Transco is entrusted with the business of transmission of
electrical energy to varigs utilities within the State of Uttar Pradesh. This function
was earlier vested with UPPCL. Further, Government of Uttar Pradesh (GoUP), in
exercise of power under the Section 30 of the EA 2003, vide notification No.
122/U.N.N.P/2407 dated Julyi8, 2007 notified Uttar Pradesh Power Transmission
[ 2NL1I2 NI GA2Y [AYAGSR |a GKS a{0GFdS ¢N} Yy
Subsequently, on Decemb2B, 2010, the Government 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 andbilities from UPPCL to UPPTCL with effect
from Aprill, 2007.

1.1.6 Thereafter, on Januarfl, 2010, as the successor Distribution companies of UPPCL
(a deemed Licensee), the Distribution Companies, which were created through the
notification of the UP Power $tr Reforms (Transfer 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 Regulatory Commission (Terms and Conditions for
Determination of Distribution Tariff) Regulations, 2006 (hereinafter referred to as
0KS G5A&GNAROGdzGA2Y ¢ NATFTTF wS3déf 2006ATRefe =  H N s
Regulations are applicabfer the purposes of ARR filing and Tariff determination to
all the Distribution Licensees within the State of Uttar Pradesh from FY-@®07
onwards.

1.2.2 Further the Uttar Pradesh Electricity Regulatory Commission (Multi Year Distribution
Tariff) Regulations2014 have been notified on Mal2, 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 tM&'T framework, the Commission has divided
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the period of five years (i.e. April 1, 2015 to March 31, 2020) into two periods
namelyc

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

1.2.3 The transition perioteing of two years and 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 @@nmission (Terms and Conditions for Determination of
Distribution Tariff) Regulations, 2006) during the transition period.
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2.  PROCEDURAL HISTORY

2.1 ARR / TARIFF AND TRUE UP PETITION BY THE LICENSEE

211 As per the provisions of the UPERC (Terms and Conditionseterniination of
Distribution Tariff) Regulations, 2006, the Distribution Licensees are required to file
their ARR / Tariff Petitions before the Commission latest ByN@vember each year
so that the tariff can be determined and be made applicable from 1 of April of
the subsequent financial year.

2.1.2 The ARR / Tariff Petition for B¥1516 and True up Petition for 201213 was filed
byDt+b|[ OKSNBAYlFITGSNI NEFSNNBR (2 |a GKS
Sections 62 and 64 of the Electricity Act, 2003 Da@mber 8, 2014 (Petition No.

991/ 2014).

2.1.3 The Commission observed that the Licensee had submitted the audited acdounts
FY P12-13 and provisional accounts for FY 2014 along with the calculations of
revenue gap for FY 28116 and the projected revenue for FY 2B16 based on
current tariff in its ARR PetitionHowever, the ARR Petition did not contdire
Supplementary AudiReport of theAccountantGeneral of Uttar Pradesh and Tariff
Proposal (Rate Schedulep bridge the revenue gap through tariff hike or through
any other mechanism. Further, the Rate Schedule was submitted latéarmary?2,
2015.

2.2 PRELIMINARSCRUTIN®FTHE PETITION:

221 A preliminary analysis of the Petition was conducted by the Commission wherein it
was observed that the ARR Petitidid not propose any mechanism to bridge the
revenue gapwhich was in contravention to the stipulation of Regulation 2.1.thef
Distribution Tariff Regulations, 2006.

2.2.2 In this regard, a deficiency note was issued by the Commissialanuaryl5, 2015
directing the Licensee to subnthie Supplementary Audit Report of the Accountant
General of Uttar Pradesh anitls proposal 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 timi® efaysto
respond on the deficiency note, i.dy January4, 2015

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

2.2.4  The Distribution Licensee submitted the replies to the Deficiency NotEetmuary
9, 2015 Basel on the reply submitted by the Licensee, the Commission issued a
second deficiency note which included all the pending queries along with few
additional queries;vide e-mail dated 2" February, 2015 whereas the hard copy of
the same was sent on Maréh) 2015. The Commission also directed the Licensees to
submit its replies within 7 day#\ reminder vie letter dated Marchl10, 2015 was
sent to all the State owned Distribution Licensees to submit the replies at the
earliest.

2.2.5 The Distribution Licensee sulited the replies to the second deficiency note on
March13,2015

226 ¢KS 12yQofS 1 ¢93 Ay 2102811 Wagppeav\®y1Al oRDIDS R  h (
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 lyasy be consideredlhus,
o0FaSR 2y GUKS [02@S NdHzZ Ay3a 2F (GKS 242y Qof S
(i.e., year just prior to the previous year) has been considered for the current
proceedings in the matter of approval of Annual Revenue Requireraed Tariff
Determination of FY 2@&t16.

2.3 ADMITTANCE OF THE TRIPBEAND ARR / TARIFF PETITION

2.3.1 The Commission through its Admittance Order dakédrch 23, 2015 directed the
Petitioner to publish, within 3 days from the date of issue of that order, theli®ub
Notice detailing the salient information and facts of the TupePetition for FR2012
13, ARR Petition for FY 2816, the Rate Schedule (Tariff Proposed for different
categories/ sukcategories of consumersihe details of the cumulative revenue gap
ONB3IdzE I G2NB adaSdo YR AGa GONBIFGYSYGsz LN
losses, average power purchase cost, average cost of supply, average retail tariff
realised from each category / stdategory of consumers and the % of average tariff
increase required to cover the revenue gapat least two daily newspapers (one
English and one Hindi) for two successive days for inviting viesmmiments /
suggestions bbjections/ representations fromall stakeholders and public at large
within the stpulated time of 15 days from the date of publication of the Public
Notice. The Commission had also directed the Petitionept all details on its
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internet website, in PDF format, showing detailed computations, the application
made to the Commission aig 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 confiddiality of information which requires prior approvaf

the Commission.

2.3.2 The Commission also directed the Petitioner to inform the public at large vide the
Public Notice about the Staff Papers prepared by the Commission containing salient
featuresofthe BGAGA2Y | OFLAf L+ o0oftS 2y (GKS [ 2YYA&aA?Z2

2.4 PUBLICITY AQHEPETITION

2.4.1 The Public Notice detailing the salient features of the JupePetition for FY 22-13
and ARPPetition forFY 20%-16 wasmade by UPPCL on behalf of the Petitioasd
they appeared in daily newspapers as detailed below, inviting objections from the
public at large and all stakeholders:

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

2.5 PUBLIC HEARING PROCESS

251 The Commission invited 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 feedback
from them, public hearings were held by the Commission in the State. Consumer
representatives, industry associations and other individual consumers participated
actively in the public hearg process.

25.2 The Commission conductecbmbined public hearing in the above matter fall
Distribution Licensees namely PuVVNL, PVVNL, MVVNL, DRESCONPCL and
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Transmission Licensee namely UPPArCApril 9, 2015 at Sitapur,April 15, 2015 at
Ghaziabad, Aprit1, 2015 at Orai and on Ap8l7, 2015 at Gorakhpur

3. PUBLIC HEARING PRSEE

3.1 OBJECTIVE:

3.1.1 TheCommissionin order to achieve the twin objective i.e. to observe transparency
in its proceedings and functions and to protect interest of constamteas always
attached importance to the views / comments / suggestions / objections /
NELINBaSyidlFidAzya 2F GKS LlzmfAl0Od ¢KS LINROS
L) dz& NBIAYSET gKSNBE GKS SYydANB 0O02ad I|ff2
consumer. The consumers therefore have a lestandi to comment on the Truep
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. &@ctuch 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.

3.13 The Commission, by holding public hearings, has provided the various stakeholders
as well as the public at large, a platform where they were able to share their views /
comments / suggestions / objections / representations for determination of the
retail Tarff for FY 20%-16. This process also enables the Commission to adopt a
transparent and participative approach in the process of Tariff determination

3.2 PUBLIC HEARING:

3.2.1 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 the Commission at various places in the State.
The public hearings were conducted frofpril 9, 2015 to April 27, 2015 as per
details given below:
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Table-: SCHEDULE OF PUBLIC HEARING AT VARIOUS LOCATIONS OF THE STATE

S.No Date Place_ 9 Hearings in the matter of
Hearing
1. April9, 2015 Sitapur PuVVNL, PVVNL, MVVNL, DVVNL,KES
2. April 15,2015 Ghaziabad NPCL, UPPTCL
3. April21,2015 Orai
4. April27, 2015 Gorakhpur

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

3.2.3 The views / suggestions / comments / objections / representations on the-tjpue
ARR / Tariff Petitions received from the public were forwarded to the Licensees for
their comments / response. The Commission considers these submissions of the
consumers ad the response of the Licensees before it embarks upon the exercise of
determining the final Trueip / ARR / Tariff.

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

3.25 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 participation in the entire process.

3.3 VIEWS / COMMENTS / SUGGESTIONS / OBJECTIONS / REPRESENTATIONS ON TRUE
UP / ARR / TARIFF PETITION

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

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

w Mr. Rama Shamk Awasthi, Lucknow
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3.3.2

3.3.3

3.4

The Commission has attempted to capture thenmaryof comments/ suggestions

| observationsin this section However, in case any commeit suggestion/
observation is nospecifically elaborated, it does not mean that the same has not
been considered. The Commission has considered all the issues raised by the
stakeholders andt S (i A i xeBpprisdInathese issues while carrying out the
detailed analysis of th&rue Up for ¥ 201213, ARR and Tariff for FY Z916.

The list of the consumers, who have submitted their views / comments / suggestions
/ objections / representations, is appended Annexure- to this 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 OF DAY TARIFF

A) Comments/Suggesdns of the Public

3.4.1

3.4.2

3.4.3

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 failed to provide 24 hours supplyllttha
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 merit and should be rejected
by the Commission.

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 completely removed and one simple rate
of energy should bapprovedor Energy charges for standardized chart of TOD hours
should be rescheduled from presefit.50% and +15.00% t40.00% and +10.00%.

He also submitted that the TOD charges for summer and winter will create
confusion. He submiéd that increase in the number of peak hours and reduction in
number of offpeak and normal hours will increase the burden on the consumers.

Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of U.P,
submitted that proposed change in TQ@ihings 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
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hours to 67 hours and supply at normal rates islteed from 11 hours to-8 hours.
He therefore submittedthat this is unfair proposition for industrial consumers in
LM\£6 and HV2 Categories.

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

345 aNYX¥ DKIyakKely YKIYRStglf> alyl3aAy3a 5ANBOI
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 Industries 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 {GN&fiff
category viho are compelled to pay extra tariff 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, Mohabteels Ltd., submitted that, premium 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.

3.4.8 Mr. Vishnu Bhagwan Aggrawal, Chairman, Nationalm®ea of Industries and
Commerce, 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 Coammissi
not to accept the proposal of Licensee for FY 2085

B)t SGAGA2YSNRa wSalLkRyas

3.4.9 The Licensees submitted that the system conditions and availability of supply have
been considered while proposing the concession and penalty fepa#k and peak
timings n TOD structure. The Licensees further 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 andff-peak Tariffs which helps in 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 ettricity in different time periods and while the basic
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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 gfieak period. The pattern of load of 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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3.4.10 The Licensees submitted that from the above load curves it is clear that the system is

experiencing peaks during eveniagd night hours and the reasons 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. Theensees submitted that this would

however require extra supply to domestic consumers during night hours, which can

be achieved by having some kindamintrol on the industry and accordingly, in view
of the already existing peaks and the need to supplgrenpower to domestic

consumers during night hours, the Licensees have proposed that the existing TOD
structure be reviewed and existing peak rebate during night hours should be
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removed and in place of that a madp may be considered on consumers covered
under the TOD Rate Schedule.

3.4.11 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 submittedths¢d on above
facts, UPPCL has proposed separate TOD structures for the summer and winter
seasons as given below:

TOD Structure Proposed by Licensee for FY 2085
TOD Rated=or Summer Season (April to Sept):

Off Peak Hours

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

10:00 hrs 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

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 hrs; 17:00 hrs 0%
Peak Hours

17:00 hrsg 22:00 hrs (+) 15%
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3.4.12

3.4.13

3.5

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 this Order wherein the commission has also introduced an optional

TOD structure.

Further, with regard to the implementation of TOD Tariff for l-M¢onsumers of
KESCO, the Commission vide letter no. UPERC / Secy. / D (Tai2ify/dd&ed May

07, 2015 has directed KESCO that metering and billing of aleLédvisumers 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 confirmed that that TOD billing for LMVconsumer has been implemented in

the billing cycle of May 2015.

REGULATORY SURCHARGE

A) Comments/Suggestion of the Public

3.5.1

3.5.2

3.5.3

Mr. K.L Aggrawal, Chairman, Associated Chambers of Commdnougtry of U.P,

Mr. D.S Verma, Indian Industries Association, Vidyut Upbhogkta Sangh submitted
OKFGEZ AYLRAaAAOGAZ2Y 2F FTRRAGAZ2YIE 0dz2NRSYy 27
losses is unjustified. Hence, losses of past years of the Disslooodd be met by

State Government directly through th&ubsidy He also submitted that in the new
proposed tariffs regulatory surcharge has increased from 2.84% to 5.22%, which
unnecessarily burden the consumers.

Mr. Rajprakash Sharma, Mr. Vijay Bansal, Mr. Ginsare Khandelwal, Managing
5ANBOG2NE . ®[ ! ANRP hAaftQa [UR® YR aSYoSNI
that regulatory surcharges should be removed as it is unjustified.

Mr. S.B Agrawal, Adviser, Associated Chambers of Commerce & Industry of U.P, Mr.
Vishnu Bhagwan Agarwal, Chairman, Agra Chapter, ASSOCHAM, and Mr. Bhuvesh
Kumar Aggrawal, National Chamber of Industries and Commerce, UP, submitted that
while issuing tariff orders for FY 2018, Commission hadpproved regulatory
surcharge to be recovedeup to March 31, 2015 to cover up the trued up deficits for

FY 20008 to FY 20112. These were linked with performance targets of FY 2014

15 and if the targets were not meet then the surcharge will be reduced by 10% for
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3.54

3.5.5

3.5.6

3.5.7

201516. He submitted that in thé&RR submitted by UPPCL, the losses for-2312
and 201314 have been shown as 29.01% and 26.56% respectively and for13014
the quantum of these losses is yet submitted. He also submitted that as Discoms /
UPPCL have failed to meet these targets; hemeerégulatory surcharge should be
discontinued.

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, basedperformance based
tariffs. As a result, there 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.

Mr. D.S Verma, Indian daostries Association submitted that, in the last 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 aaditi consumers are not heard at the grievance
redressal forums.

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 yeaespicts that the Distribution losses for FY 2a1®

is 27.21% and for FY 2013 is 25.89% which clearly depicts there has been very less
reduction in losses since last five years. He further submitted that the reply sent to
the Govt. from Director (Finae), Power Corporation regarding electricity price
reduction based on the formula as suggested by the Consumer Forum, states the
actual distribution loss as 28.72% for FY 2032He also added that the submission
made by the Licensees to the CommissionMarch 31, 2015, stating reduction in
regulatory surcharge shows distribution loss for FY 20320 be 29.01% and
distribution loss for FY 2014 to be 26.56% after reduction of 2.44% from previous
year i.e. FY 20123. Based on the above submissionrequested the Commission

to reduce regulatory surcharge from 2.84% to 0.34% and 10% reduction in regulatory
surcharge for FY 20115.

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

Byt SGAGAZ2YSNDRDa wSalLkRyas
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3.5.8 The Licensee submitted that Clause 6.12 of the UPERC (Terms and Conditions of
Distribution Tariff) Regulations, 2006 provide:

GmMmd / NBFGA2Y 2F wS3AdzZA | G2NE ! 34 Sdasezyf & 7
shall not be allowed and it shall only 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. Depending on the amount of Regulatory Asset accepted by the Commission,

the Commission shall stipulate the amortization and financing of such assets.
Regulatory Asset shall be reewed within a period not exceeding three years
AYYSRAFGSt@ F2ftt26Ay3a GKS @SINIAYy HKAOK

3.5.9 The Licensees submitted that regulatory asset had been created by the Commission
towards unrecovered gap pursuant to the final Tiye for FY 20001 to FY 200-08
based on Audited Accounts and thereafter for FY 20880 FY 20112 vide 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 edhag
per the Orders of the Commission.

3.5.10 The Licensees mentioned that it has already submitted the audited balance sheets
along with supplementary audit reports of the Accountant General of Uttar Pradesh
(AGUP) for the period up to FY 2012 Such auditecccounts and AGUP reports
have already been published on the website of the Licensees.

3.5.11 With regard to the submission made by Mwadhesh Kumar Vermthe Licensees
ddz0 YAGUSR (GKFG @gAGK2dzl LINB2dzZRAOS (G2 GKS
the Commision has linked regulatory surcharge with the line losses.

3.5.12 With regard to the contentions raised by the Mr. R.S Awasthi the Licensees
adzo YAGGUSR GKFG GdKSe KI@S |ftNBIFIRe FAESR |
the referred matter. Since, the mattes sub2 dzZRA OS 6 SF¥F2NB (G KS | 2y Q
would be inappropriate to comment on it at this point of time. The same shall be
NEOASGHGSR 60FaSR 2y GKS WdzZRIYSyYyd 2F (GKS | 2y

C)¢KS /2YYAaaArz2yQa @ASsY
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3.5.13 The matter of Regulatory surcharge is of great concern to the Commission and
accordingly it hagssueda separate Order on April 22, 2015 in the matter of
G! LILIX AOlFoAfAdGe 2F wS3dA F §2NE  { dzZNOKI NAS A
201516 aspertds / 2YYAadaAz2y hNRSNAR RFGSR WdzyS ¢
Accordingly, the Commission has aissuedappropriate directions in this regard as
detailed subsequently in this Order.
3.6 LOAD FACTOR REBATE

A) Comments/Suggestion of the Public

3.6.1

3.6.2

Mr. K. L. Aggraal, Chairman, Associated Chambers of Commerce & Industry of U.P
submitted that, load factor rebate for H¥ category of consumers should be
restored.

Members of Jan Shakti Morcha, submitted that, Discoms should ensure that load
factor should be maintainedt residences. He submitted that some consumers are
exceeding their load limits whereas others do not use even half the quantity of load
allotted.

Byt SGAGA2YSNRa wSalLkRyas

3.6.3

The Licensees submitted thgt2 F R Cl OG2NJ NBo6I 4GS &1 & | LILIN
Commissia in the tariff order for FY 20002 with a view to encourage better load

utilization to HW¥2 consumers above 50% utilization and lower system losses and

better system operation. At that point of time, theft in industries was rampant. In

the current contex the situation has changed. Load factor rebate had been
introduced earlier in large and heavy consumers to curb the theft of electricity. But,

now Licensees have installed high precision meters to monitor the trend and other
parameters and as such it apars that there is no need to provide incentive for
consumption. Hence the licensee has proposed to abolish the load factor rebate.

C)¢KS /2YYAaaArz2yQa @ASsY

3.6.4

The Commissiomafter detailed deliberation onthis issue has abolished the Load
Factor Rebate ithe last Tariff Order.
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3.7 KVAH BILLING

A) Comments/Suggestion of the Public

3.7.1 Mr. V.B Aggarwal, Chairman, Agra Chapter, submitted that, the Commission has
directed billing on kWh basis for consumers below 10kW load. However, other small
consumers below 20kW loagare being billed on kVAh basis, but owing to limited
means theyare unable to control power factor automatically. So, he requested the
Commission not to penalize these consumers.

3.7.2 Mr. K. L. Aggrawal, Chairman, Associated Chambers of Commerce & Indust®y of
and Mr. D.S Verma, Indian Industries Association submitted that, Commission
designed the tariff for billing on kVAh lead and lag basis. k2 lthé 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 P.F, kVAh 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
anomalyshould be rectified.

B)t SGAGUAZ2YSNDa wSalLkRyas

3.7.3 The Licensee has submitted that the kVAh based billing is being 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 licensseof the view that consumers between
10 to 20 kw will not care to improve their power factor, leading to more reactive
drawl, which may cause instability in the network. Therefore the lower limit for
sanctioned load which is 10kW for kVAh based billiogschot require any change.

C)¢CKS /2YYAaaArzyQa OASsY

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

3.8 TARIFF HIKE

A) Comments/Suggestion of the Public
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3.8.1

3.8.2

3.8.3

3.8.4

3.8.5

3.8.6

Mr. K.L Aggrawal, Chairman, Associated Chambers of Commerce & Industry of U.P,
submitted that, proposed hikef 0.35 paisa in energy charges for2ktategory is
totally unjustified as the Line losses of the Discoms 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 been completely closed down or reduced their productions. He also
requested the Commission to take note of the suggestions by ASSOCHAM to Sh.
Akhilesh Yadav, CMPUGovt. 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 sibmitted that there has been regular tariff hikes from 2012 onwards, i.e.
in September 13, 2012 electricity 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 3@ and from June 10, 2013, 3.71% of fixed and energy charges
were added as regulatory charges. Further, on 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 neiglooiring states. He added that many units have
curtailed their load, which resulted in decrease in their productions.

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

Mr. Rajendra Kumar Jain, Secretary, Western U.P Chambers of Commerce &
Industry, submitted that, electricity prices are rising since September 13, 20&2, d
to which small and medium scale industries are incurring huge losses and are on the
verge of closure. 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 that application of surcharges and rates of cost of electricity for
LM\£6 have gone upto Rs 10per unit on minimum. He submitted that if these
categories are ltarged demand penalty and overloading charges, then rates will
further escalate.
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3.8.7

3.8.8

3.8.9

3.8.10

3.8.11

Mr. Vipin Basal, Gram 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 area are very poor and do not have the capacity to pay.

Dr. Kirit Somaiya, Chairman, Parliamentary Committee on Energy, submitted that,
recently prices of crudeil have come down from 140 dollar per barrel to 50 dollar
per barrel. Similarly, prices of coal have also come down drastically. He submitted
that Discoms should have reduced the electricity prices six months back, instead of
increasing the prices. So.ehrequested the Commission to take the necessary
corrective actions.

Association of SteeldRing mills 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 poduction of steel and iron, due to increased production costs.
Since, these industries are vital for UP, it is necessary to provide relief in tariffs like
UP should be allowed to purchase electricity through exchanges as done in
neighbouring states.

Mr. Vshnu Bhagwan Aggrawal, President, Agra Chapter, Associated Chamber of
Commerce and Industry of U.P submitted 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, Rastriya Rastra Vadi Party submitted that, six months back
electricity prices were hiked so, another hike should not be allowed within a year.

B)t SIAGAZ2Y SNDa wSalLRya

3.8.12

The Licensee has submitted that the Annual Revenue Requirement 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 revenuat current tariffs. Different states have different cost

of service, subsidy levels, different power procurement costs, etc., and hence while
fixing tariffs all these issues have to be taken into account. The Licensee has
submitted that the Retail Tariffor each categorywithin the State has been 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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3.8.13 The Licensee has submitted that the power purchase cost projections besn
made in the Tariff Petition as per the latest power purchase bills. Additionally, the
Commission had sought the month wise details of the power purchase bills for the
last three years. Such details have already been submitted to the Commiss®n. It i
evident that the licensee is not getting cheap power from the generators.

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

3.8.15 The Licensee 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 certain class of industries.

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

C)¢KS /2YYAaaArz2yQa @ASsY

3.8.17 The Comrssion has taken note of the objections / suggestions made by the
stakeholders in this gards. 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 aspects related to Tariff design have been covered subsequently
in Chapter Tariff Alosophy and Rate Schedule provided in this Order.

3.9 SINGLE POINT BULK SUPPLY

A) Comments/Suggestion 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 B8./2KW / month and
energy charge of Rs. 6.60 / kWh along with 2.23% regulatory surcharge and 7.5%
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 Electricippl$uCode.
Moreover they are denied the bifurcation of the amount which is being charged
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3.9.2

3.9.3

3.9.4

3.9.5

3.9.6

through prepaid metering. He further contended that, instead of L{Mhey are
being charged under HY category.

Mr. A.K Sarkar, Deputy General Manager, HAL, stdunthat energy charge per
kWh for FY 20145 for consumers under LMM{b) supply at single point for bulk
loads, is much higher than the rate applicable to LMY€). He further submitted
that, in township of HAL, domestic consumers are charged at R9pérdd/Ah, as

they are bulk consumers. Hence, he requested the Commission to review and offer
discounts on electricity prices.

aN»p D2@AYR {KdzZlfl X D2@SNRKIFY Fflid hgySND
areas there is a lot of variation in tariff in destic 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

Further, he submittedhat the multipoint billing is in kVAh whereas in single point it
is in KWh which alone accounts for rates to be 1.35 times more. He requested the
Commission to consider these issues.

Mr. Lalit Kumar Gupta submitted that, electricity connection in rrstidried building
developed by builder / promoter is given under Electricity Supply code under clause
no. 4.9 which is as follows:

G9f SOGNROAGE [strgyyBuilding /2Multipley/Mardagef Kals /
Colonies to be developed by Development Authordties/ or Private Builders /
promoters / colonizers / Institutions / Individual applicants (approved by
Licensed Electrical Inspectors):

a) Electricity Connection at single point of supply with single point metering shall
be provided to new domestic / n@lomestic multistoried buildings / Multiplex /
Marriage Halls / Cooperative Group Housing Societies / Colonies, with load
exceeding 25kWHowever, this shall not restrict the individual owner from
applying for individual connection and the licensee shall nsdon the
connection to such applicant at LdT¢

Indian Developers Association submitted that, in multi storied buildings Discoms
should provide different single point connection for residential and commercial
consumers. He added that electricity bills fesidential / domestic should be as per
domestic tariff slab.
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B)t SGAGAZ2YSNDaA wSalLkRyaSy

3.9.7

3.9.8

3.9.9

3.9.10

3.9.11

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/ natomestic Multistoried Buildings/ Multiplex /
Marriage Halls/ Cooperative Group Housing Societies / Colonies, with load
exceeding 25 KW."

The Licensee submitted that it is clear from above that for domestic fdwnestic
Multi-storied Buildings / Multiplex / Marriage Halls / Cooperative Group Housing
Societies / Colonies, with load exceeding 25 kW connections has to be released on
single pant as sentence providescdnnection shall be releasedlhe use of word
"shall" raises a presumption that the particular provision is imperative as has been
held by Hon'ble Supreme Court in State 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. Agriauke 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 extent, in mitigating our problem of
scanty metefreading and billing resourse

The Licensees further added that, recently number of grievances relating to
individual inhabitants of these mulgitoried buildings came in the notice of Licensees
as well as Commission. An understanding was evolved that ah&énst ground
survey wouldbe 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 context, a meeting with Resident Welfare
Associations was organized at NoidaMay 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 Buildings.

The Licensees added that compilation of the suggestions receiweagdthe 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
suggestions received a comprehensive report will be submitted for the consideratio
of the Commission. However, unless a proper methodology is worked out, trying to
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come out with any simplistic solution may not address to rolil problems of
these consumers, ranging from commercial to legal agreement related issuks
the samemay turther deteriorate the situation, which could not be the intention of
either Commission or the Licensees.

3.9.12 Further, the Licensee also submitted that, regarding single point bulk supply, the
Commission has directed to submit the detailed design / methodotogyhe 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 Commission having practical problem in implementation therefore
licenseein 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 meeting officers of the licensee and Commission were present. The
detailed reportis awaited which will be submitted soon.

C)¢KS /2YYAaaArzyQa GOASsY

3.9.13 In this regard, the Commission vide its Letter No. UPERC / Secy. / D (T)203215
dated March 3, 2015 directed the Licensees to submit a detailed proposal related to
New Mechanism for iBing 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 Commission that all field units have been asked to
study the associated probhes and a detailed proposal related to the above matter
shall be submitted to the Commission in due course of tiGensidering the
complexity of the issue, the Commission may issue an appropriate Qvdens
regard and other important matters subsequentl

3.10 T&D LOSSES AND AT&C LOSSES

A) Comments/Suggestion of the Public

3.10.1  Mr. K. L. Aggrawal, Chairman, Associated Chambers of Comméndesiry 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 arisebnehy
losses in Kannauj area are about 76% and it is more than 50% in Rampur, Mainpuri
FYR ' TFY3FINK | NBI o¢ | Sy0Sz KS NIAaSR 6K
any mechanism approved by the Commission on the basis of which Discoms / UPPCL

Page35



H!.I",

f;.};ﬁ'r"

:ﬁl

“““""’ Determination of ARR anthriff of DVVNLfor FY 20186

and Trueup of FY 20123

3.10.2

3.10.3

3.10.4

3.10.5

3.10.6

3.10.7

arrives atheir 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 incuuedal power

theft should not be charged to consumers. Instead measures should be taken to curb
theft. They also submitted that electricity meters should be installed in residence of
St SOGNROAGE O2YLI YASAQ SyLiz2eSSao

Mr. Harjeet Singh, Hartech Plastics.Rutl. 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 gettirenplized.

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 and inbuilt audit meters should
be provided 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 reducedsupply.

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 2016, certain Discoms have projected loss figures as high

as 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 losses
are kss. 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 areot 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 Towdy submitted 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 utilitiesH¥r2015L6.
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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 ahd n
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 Upbpgkta Sangh, Members of RWA Federation, Ghaziabad
FYR aNX¥ +AYlf YdzYF NJ YKSYlFYAZ ¢NIyaLl NS
Movement (TRAP) submitted that, electricity theft is named as line loss and financial
loss and the same being passed on to honest coress. 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
results n 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 Chap&sOCHAM, 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 Upbhoktdnadaris
submitted that, in the data gaps and information pertaining to ARR FY-2®1the
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 withARR. Further, they requested the Commission to accept the ARR
proposal and make the tariff schedule for FY 2Q65applicable. He requested to the

Page37



H!.I",

l,-"‘\ e
g |
& N |
. Determination of ARR ariariff of DVVNLfor FY 20148.6
and Trueup of FY 20123
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 resulted in huge
revenue loss and consequidy 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.

B)t SGAGUAZ2YSNDa wSalLkRyas

3.10.16

3.10.17

The licensee has submitted that is has planned and proposed a gradual reduction in
Distribution losses up to FY 20622 in line with the directives of the Ministry of
Power, Govt. of India, whidimasalready been submitted to the Commission.

The Licensees furdr 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 then tarif 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
of matching 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 undertakng the said studies/arious 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 whighyielding 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). This haslped in the reduction of line losses and break
downs also.
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3.10.18

3.10.19

3.10.20

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 distributionsion.

The Licensee submitted that special team of departmental engineers and Vigilance
GSFYa O2YLINARaAy3a 2F [A0SyasSSqQa 2FFAOSNE
each circle. With these teams surprise raids are conducted to detect theft of energy /
Katiya connections.

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. Districts wiimomaxAT & 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 FYO2GO®! Tariff

Order for FY 20085. However, UPPCL, being an instrumentality ofStae, within

the meaning of Article 12 of Constitution of India, have to look beyond the above
mentioned commercial norm in different circumstances.

The Licensee submitted that, in view of the decisioilettricity Board, Rajasthan vs
Mohan Lalthe 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 followed iBukhdev Singh v Bhagatraifhus, a public authority to convert

it into a "Sate" 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 fBukhdev Singhsase was followed in
Ramana v |.A. &hority of India, B.S. Minhas v Indian Statistical Institute and P.K.
Ramachandra lyer v Union of Indldaving established that UP Power Corporation
Limited or Electricity Distribution Companies qualify within the meaning of "State", it
becomes imperati® that 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 fromammercial 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, Vidhha, Sa
Lucknow Bench of High Court other important institutions like State Level
University, Medical Colleges, Research Centers, other Centers of Excellence
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etc. as well as residence of His Excelleggy KS D2 @SNV 2NE | 2y Q
aAYAAGSNE | Zy0oety®oa by WazZRINSE 2F [ dzO]1 y 2«
Chief Secretary etc. so as to ensure smooth functioning of the offices of these
dignitaries as well as institutions.

. 24 hoursof supply is being provided to Noida and Ghaziabad towns as these

are not only @rts 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 faat thany 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 large bunk 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, whithrive on the commercial
activities of these major towns. These Mahanagar have special significance as
these provide job and livelihood to neighbouring satellite towns.

. Districtheadquarters 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 districheadquarters to ensure smooth functioning of the
administrative machinery and establishing better connect with the general
public at large. Maximum possible hours of supply, in given situation, is
extended to these areas so that the economy of these disttentres 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 imspance 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 electricityis provided in those areas, which are rain deficient and have
very low water levels so as to promote alternate means of irrigation and
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other means of economy. It is with this justification that applicant is ensuring
higher supply hours to undeveloped Buikhand region.

. Similarly,extendedhours 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 angvell 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 most effective manner. As per orders of

| 2y QoftS {dzLINBYS / 2 daNIi10.0£21996, 119/08.1996, LJ-

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
areato minimize ecological damage to the monumental Taj. Similarly, the
holy city of Allahabad is, unfailingly, provided with 21 to 22 hours of supply in
GASs 2F (GKS 2NRSNE 2F 12yQo6ftS | A3K
Writ Petition No. 46120 of Zib.

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

endeavour of theLicenseedo 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 being @sently provided to various parts of the State in
view of month of Ramzan. Similarly, no curtailment of 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, MeeMtizaffarnagar 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 all bonafide classifications, 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 statubecomes
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 pillarsof Constitution viz the legislature, the judiciary and the
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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. Theafety 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

also, 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 Excellenthe
D2JSNY2NE | 2y Q0 X5y QoK SS Fa A/ MBENBNENE |12y
Lucknow bench of High Court, Chief Secretary etc; the district of Allahabad,
GKAOK A& 2dZRRAOALFE SLAG2YS 2F GKS adtrd
High Court Judges and other respected members of legal frayemiites 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 important 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 security of these important dignitaries is
concerned. It also needs to baderlined 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
AYLIX FdzaAo6fS F2NJ 0KS aeaiagsSy 2ARFT alOKRS Raxf &
basis and for the health of system, it become advantageous 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 timi¢ 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 & crosssubsidized. Accordingly, keieg 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, acdomgly, 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,
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3.10.22

3.10.23

3.10.24

3.10.25

3.10.26

C)¢KS

there are different classes within the overalas$ of State of U.P. It is an admitted
position under the Constitution that discrimination may be provided among different
classes however, once a salass is defined based on above considerations then
within that subclass more rostering will be resorteat places, where the loss is
higher.

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 isequestedto order a detailed frarawork for rostering schedule that
should be effected on different districts of Uttar Pradesh keeping in view our
technical constraints.

With reference to tariffs in Noida, the Licensee has submitted that, Retail Tariff
each categorywithin the State ha been 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.

With regard to circle wise AT&C loss the Licensee has submitted that it has
submitted the data gap responsesubsequent 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
as pe 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 loss aalleged 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 th&ariff 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 procquent 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 NationaifffTRolicy issued by Ministry

of Power, Government of India.

| 2YYA&aaA2yQa +ASgY
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3.10.27 The Commission recognises the fact that the Licensee has been taking measures to

3.10.28

3.11

reduce T&D losses by implementing schemes such as laying Aerial Bunch Conductors
(ABC), RDRP, RPDRP, 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
availabilityof power 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 Licenséesited that M/s PFC
Consulting Ltd. was appointed to conduct the required study amést submitted a

draft approach paper which is in discussion stafjee Licensee submitted thahoe

the approach paper is finalized, it would submit the same to @mmmissionThe
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.

PREPAID METERING

A) Commens/Suggestion of the Public

3.11.1

3.11.2

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha Parishad,
submitted that, the tariff for prepaid consumers must be designed in such a way
that it is easily implementable and transparent in nature. He also estpd the
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. i#® added that, despite
directives from the Commission, Discoms are not providing prepaid meters to the
consumers.

B)t SGIAGA2YSNRaA wSaLRyasSy

3.11.3

The Licensee submitted that the Commission at its own initiative, considering the
complexities involved in directlydapting 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 Comne#t with respect to implementation of tariffs for
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3.11.4

3.11.5

consumers with prgaid 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 ofgmaid 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 an der for the fxation of Tariff for Prgoaid Metering, as such all
issues raised in the representation have been resolved.

The Licensee submitted that prepaid meters are being procured and will be installed
Fi O2y adzyYSNBQ LINBYA &S pracurdntérs an® @diallation af NB 3 |
LINBLI AR YSGSNAR NB 06SAy3d NBIdz I NI & AyT2NY

C) The Commissions View:

3.11.6

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

Further, with regard to the above matter, the Commission has issued a separate
hNRSNI AY GKS YI GG SNI-BIFA B CAEd SINIRWI €2 F2 V& | aNIAEF

3.12 TARIFF REVISION FOR{IMBATEGORY

A) Comments/Suggestion of thBublic

3.12.1

3.12.2

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 which it has obtained connection under LMV(b) (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 to Stattory Audit prescribed by Central Government in Delhi.

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

3.12.3 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.

Byt SGAGAZ2YSNDa wSalLkRyaSy

3.12.4 The Licenseeubmitted that the Annual Revenue Requirement is being determined
AY | O0O2NRIYyOS gAGK GKS ¢FNARFTF wS3AdzZ I GA2Y
tariff is being proposed to recover the gap between the Annual Revenue
Requirement and the revenue at currerdriffs. 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 lifelinensumers 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 envisagedifP.

1 According to, Clause 8.3(1) of the Tariff Policy, 20816 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 subsidyTariffs for such designated group of consumers will be at least
50% of the average cost of supply. This provision will fexamined after five
&SI NB oé

C) The Commissions View:

3.12.6 The Tariff for various categories of consumers is being determined by the
Commission 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 approaté comparison with various other States. Further, the
detailed gproach as considered by the Commission for approving the Tariff for
various categories has been discussebsequently in this Order.
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3.13 TARIFF FOR LMY CATEGORY

A) Comments/Suggestion of the Public

3.13.1 Mr. S.B Agrawal, Adviser, Associated Chambers of Com&dratustry of U.P, and
Mr. Bhuvesh Kumar Aggrawal, National Chamber of Industries & Commerce, UP,
submitted that consumption pattern of LMY0 is somewhat equivalent to LMM
¢tKSe adzoYAGGSR GKFG AyadlfttSR t2kmRa TF2NJ F
kW and 7.5 kW and submitted 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 Ill employees, 5
kWin case 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, Clmaan, Agra Chapter, ASSOCHAM, U.P, submitted
that there is no satisfactory progress in installing meters specifically of-10MV
consumers. Fixed charges of this section should be increased in line with the charges
applied in LMV1 and LMV2. He submittedhat there should be three categories for
charging for charging fixed charges i.e. 2kW, 5kW and 7.5kW.

3133 aNX¥» Woad[ =+l AaKI tNBAARSYG>X +AReéedzi tSya.
t SYAaA2yYSNDR& tFNAAKIR A& (GKS NBLakdsraaSy G G A
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 th
Commission, not to determine the tariff for this category, i.e. EM and leave the
determination to the respective employers. The element of subsidy, if any, in
adzLLX eAy3a St SOGNAROAGEe G2 SyLiz2eSSa ogAff
obviously fom part of 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, LMAL, tariff increase is only 10%. So, since tariff is already hiked f
LM\£10, there should not be further hikes for this category. He further stated that,
tariff of LM\A10 should not be advertised, as it is decided on by the company, and its
determination is different from determination of tariff for residential categarie
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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 H\V

B)¢KS t SGAGA2YSNDa wSaLlRyas

3.13.6

3.13.7

3.13.8

The Licensees subrtet that Rate Schedule of LMM) (Departmental Employees
and Pensioners) provides two options and per the present practice Departmental
Employee residing in mulstoried building are billed as per optighi.e. metered
category and energy consumed by thexs recorded in their sumeter, is deducted
from the gross energy recorded by the single point meter.

The Licensee submitted thaBection 23 (7) of Electricity Reforms Act, 1999 provides
GKFG aiSN¥Ya FyR O2yRAUGAZY 2 TessdafoNdEble®S 2 F i
GKS GSNXY&a FyR O2yRAGAZ2Y 6KAOK 6SNB | LILX A
same spirit has been echoed under first provision of section 133 (2) of the Electricity

Act, 2003. The benefits for employees / pensioners as providedciiorel?2 (b) (i)

2F GKS !'G0FNI t N) RSaAaK wST2NX ¢NIyafFSN { OK
St SOGNROAGEeY HKAOK YSIya 02y0Saairzy Ay
inferior to what was existing before T41anuary, 2000. The terms anchdétions of

supply have been proposed in strict adherence of above statutory provisions and the
increase in rates and charges are proposed proportionality with-LM&tegory.

The tariff hike has been proposed in view of the revenue gap. The Licensedssubmi

that the Annual Revenue Requirement is being determined in accordance with the
CFNRFTF wS3AdzZA FGA2ya FNFYSR o0& (GKS 1 2yQofS
recover the gap between the Annual Revenue Requirement and the revenue at
current tariffs

C)¢KS /2YYAaaArz2yQa +ASg

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 OPOWER AND ROSTERING
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A) Comments/Suggestion of the Public:

3.14.1

3.14.2

3.14.3

3.14.4

3.14.5

3.14.6

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 protectideading in 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 ebhiforced 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, genemts as electricity 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, transformapacity 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 shobll allowed 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 voltagetdhtions 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 sukstation through independnt feeder and it comes under LMA(A) (b)
category. The protective load charges for this is 25% of base demand charges fixed
per month. Since, sanctioned load is >75kW, the billing is done in Rate Schedule HV
1. For this also protective load charges i9@26f 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
areas of low voltage and ABC conductor cable should be used to stop pilferage.
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3.14.7 The Licensee submitted that the hours of supply is normally as per schedule, however
sometimes it may be less than that of schedule hours duern@rgency rostering
mandated by the grid which is beyond the control of the Licensee.

3.14.8 The Licensesubmitted that complaints of quality of supply, turnaround time for
fault repair, etc. are not related to present tariff Petition. However it assured that
these issues are in the jurisdiction of the concerned local field units of the concerned
Discoms. Regarding, the demand supply gap, the Licensee stated that it is
endeavouring to reduce the distribution losses. Capacity augmentation is being
planned by the tate Government. The growth in the capacity addition has been
outnumbered by the growth in the demand.

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

1 For proper accounting agnergy & 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 break
downs and has resulted in better quality of supply & consumer satisfaction.

1 Provision of periodic checking of all static @nevector 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 teamof departmental engineers and Vigilance teams comprising of
f A0SyasSsSQa 2FFAOSNE YR t2f A0S LISNE2YY S
these teams surprise raids are conducted to direct theft of energy/Katiya
connections.

3.14.10 The Licensees submitted thahe 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 them@mission, the Discoms started an
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extensive drive to meter the umetered 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 Wollg the instructions

of the Commission.

C)¢KS /2YYA&aaA2yQa @ASsY

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 take appropriate steps to guide the Licensee in
improving the sameFurther, the Commission also directs th&censee to strictly
adhere to the stipulated timeframe as specified in UPERC (Multi Year Distribution
Tariff) Regulations, 2014 for submission of its business plan / capital expenditure in
this regard.

3.15 COMPLAINCEF DIRECTIVES

A) Comments/Suggestion of the Public

3.15.1

3.15.2

Mr. K. L. Aggrawal, Chairman, Associated Chambers of Commerce & Industry of U.P,
submitted that, for determination of ARR and tariff for PVVNL, for FY-281dlause
11.1.11 states thatd 2 KA £ S | @n@dppdrtunifydto the distribution licensees
directing them to ensure that all unmetered consumers get converted into metered
connection by 31 March 2015 beyond which, the tariff for unmetered category shall
0S RAaO2ly this yedeBdR et requested the Commission to submit the
implemented status for the same.

Mr. S.B. Agrawal, Adviser, Associated Chambers of Commerce & Industry of U.P,
submitted that, Commission had been regularly directing for installing meters,
includng Departmental Employees and Pensioners who are covered undeilQMV
category. He also submitted that persistent defiance in compliance of this directive is
seen in case of the Discoms.
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3.15.3 Mr. D.S. Verma, Indian Industries Association and Members of RWAakedg
Ghaziabad submitted that, Licensees are to submit compliance audit of performance
every quarter and liability index in prescribed format to the Commission and nothing
has been submitted so far in this regard.

B)¢KS t SGAGAZ2YSNDa wSalLkRyasSy

3.15.4 The Commiion 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 2454 Subsequent to the directions of the
Commission, lte Discoms started an extensive drive to meter the-metered
consumers. The Discoms under the said drive metered around 24 lakh consumers.

A

C)¢KS /2YYAadaaAirzyQa *ASsY

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 aggiven in earlier Orders and its status of compliance submitted by the

subsequently in this Order.

3.16 MINIMUM CONSUMPTION CHARGES

A) Comments/Suggestion of the Public

3.16.1 Mr. S.B Agrawal, Adser, 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 LMY, it has been proposed to levy Rs 700/kW per month.
This was disallowed by the Commissan persistent objections from the consumers.
Hence, it is unjustified to levy them again.

3.16.2 Dr. Pradeep Kumar Garg, Garg Nursing home & Ray Clinic, submitted that, at present
a consumer has to pay minimum charges for using 3 to 4 hours on full load. &ased
this, there is neither any proof that ordinary consumer ever uses load-fbh8urs
on full load.
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3.16.3 Director, Tulsiani Construction and Developers Ltd, submitted that a consumer
residing in multstorey buildings has to pay higher rates. Further, mimmu
consumption charges for temporary category are very high. Hence, this should be
considered by the Commission.
3.16.4 Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha Parishad,

submitted that minimum charge proposed by the Licensee for {2W¥egory should
not be accepted by the Commission.

Byt 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 maintan 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
recovery from the consumers considng that they get electricity for about-8 hours

only during the day. The Licensee added that at the minimum-b0 &ours of
electricity supply, is being given to rural consumers and all other categories of
consumers are getting supply for more tharethbove mentioned duration and this

is despite of vast demansupply gap. Industries are given top priority and scheduled
for getting maximum supply but sometimes system condition and availability of
power effects the schedule adversely.

In respect to minhum charges for commercial categories, the Licensee clarified that
the minimum consumption guarantee is required where a consumer has to pay every
month a certain bill amount which is levied to recover the fixed expenses since the
Licensee has to incur s@mexpenditure 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 2043, the Commission has defined the said charges as
below *

GCAESR «k 5S8YI y R défryl tieBdpitalirdlatedddl ofhiér 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, sustations, and transmissiomks, 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 machinery, equipment and buggj plants, machines,
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substations 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

f SOASR a | LINI 2F GFENATF (2 NBO2GSNI &
It has been futter mentioned in the said Order that:

G¢KS YAYAYdzy OKINHS& I NBE NBO2OSNBR Fa |

for the consumer to the extent of contracted demand. If the consumer does not

avail of it, energy cannot be stored or preserve. The consusndrerefore,

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 states 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 cerh prescribed amount. If the minimum charges

are not levied than there will be increase in some other charges as the utility has

G2 NBO2@SNJ 2y Ad& LINHZRSy(Gfe& AYyOdaNNBR 02

3.16.7 The Licensee submitted that, therefore these charges are logicateressary.

C)¢KS /2YYAaaArzyQa +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 rationale for imposition of sucharges. 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 cae of LMVL and from Rs. 200 / kW / month to 225 / kW / month in
case of LM\2. The existing slabs for energy charges from {IMvid LMV2 are also
proposed to be revised, from existing four slabs to three slabs, by clubbing existing
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two slabs (from @50 and 151300). This will also increase the rates for consumers
who consume less power, as depicted below:

LMV-1

0-150 Rs 4.00to Rs 4.7 18.75%

151-300 Rs 4.50 to Rs 4.7 5.55%

301-500 Rs 5.00to Rs 5.5 10.00%

501 onwards Rs 5.50 to Rs 5.7 4.55%

LMV-2

0-150 Rs 6.00to Rs 6.7 11.67%

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%

3.17.2 In view of the above, he requested the Commission to reject the proposed change in
energy charges slab structure floM\t1 and LMV2.

3.17.3 Mr. Vijay Bansal, President, Udyogik Asthan Vikas, submitted that demand charges
should be as per electricity supplied. After supply for onlyld2hours, demand
charge should not be levied again.

3.17.4 Dr. Pradeep Garg, Garg Nursing home & &tiaic, 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
Commission. He submitted that sanctioned lobdsed 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 improvements. Further, he submitted that context 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.

3175 aNX¥ DKIyakKelyY YKFEYRStglItz alyl3aAy3d 5ANBOI
the proposed tariff fo H\A2, there is no increase for Fixed Charges for any type of
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3.17.6

3.17.7

3.17.8

3.17.9

3.17.10

3.17.11

Voltage Supply but, if fixed charges are compared with the rates for-2008igher
increments in fixed charges for higher voltages was observed.

He also submitted that, in the proposed tarfibr H\:2, per unit charge for all voltage
levels was increased by 35 paisa per unit. It was observed that there are higher
increments in energy charges for higher voltages. For higher voltages T&D losses are
less, there is no possibility of theft and tlewnsumer has to bear the costs of
construction of the substation also. So, the charges should be less comparatively.

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

Mr. D.S Verma, Indian Industries Association, submitted that, two part i.e. fixed
charges, energy charges and TOD tariffs, is justified for consumitbrsoad above 1

MW because supply to such consumers are on a continuous basis. In SMEs (loads of
LMM6 & HV2), supply of power is hardly 4 hours a day. Moreover, supply and
consumption hours do not match. So, fixed charges levied are distributezhergy

units consumed in only-8 hours per day.

Members of Jan Shakti Morcha ,Vidyut Upbhogkta Sangh, Members of RWA
Federation, Ghaziabad and Mr. Vishnu Bhagwan Aggrawal, President, Associated
Chambers of Commerce and Industry of U.P, Chapter Agra,ittetrthat, fixed
charges should be stopped completely, only energy charges should be levied because
people do not get supply of electricity for&hours continuously even on demand. If

this is not possible, then if demand of consumer is not met theedfoharges should

be reduced by 35% for every kW.

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

Dr. Pradeep Kumar Garg, Dr Garg Nursing Home & Ray Clinic, submitted that,
depreciation is allowed and added in the unit cost is consumed for repayment of
loans. Further he submitted that, the tariff order neithdecides nor denies that
system loading charges/ assessment of bills and other miscellaneous charges are not
incorporated in the petition.
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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.

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 recovedetowards 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 and to meet the expenses incurred to
maintain the supply at all the times. These charges cannot be veitinlras they are
levied as per provisions of Electricity Act, 2003. In the Tariff Order for FYO20&2
Commission has defined the said charges as below:

GCAESR k 5S8SYlIYyR /KIFENBHS A& YSIyid G2 RST¥T

costs while Energyh@rges is meant to meet the running expenses i.e. fuel cost /
variable portion of power purchase cost, etc. A Licensee requires machinery,
plant equipment, sustations, and transmission lines, etc., all of which need a
large capital outlay. For this puspe 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 machinery, equipment and buildings, plants, machines,
substations and lines that have to be maiimad. All these activities require

large staff and their related cost. These costs are largely fixed in nature and are

f SOASR & | LINI 2F GFENRAFF G2 NBEO2OSNJI

3.17.15 It has been further mentioned in the said order that:

G¢KS YAYAYdzy Odfeld NsH Bensed Rédps iNdeddiBess of energy
for the consumer to the extent of contracted demand. If the consumer does not
avail of it, energy cannot be stored or preserve. The consumer is therefore,
required to pay a fixed sum for energy generation/jnase, 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 states to enable the utility to
recover a part of fixed cost. The difference between levy of fixedyehand
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
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are not levied than tére will be increase in some other charges as the utility has
G2 NBO2@SNJ 2y Ad& LINHZRSy(Gfe& AYyOdzNNBR O2

3.17.16 The Licensees submitted that the fixed charges constitute around 40% of the total
expenses of the distribution licensees. However, teenue 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 holderdn this regards. Fixed / Demand Charge is meant to defray the capital
related and other fixed costs. A distribution Licensee requires machinery, plant
equipment, substations, and transmission lines etc., all of which need a large capital
outlay. Layinglown 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 and equity has to be serviced through return. In the total cost, provision is also
to be made fordepreciation on machinery, equipment and buildings, plants,
machines, sulstations 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 dhriff 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 as it reflects cost of supply.

3.18 ELECTRICITY DUTY AND SECURITY DEPOSIT
A) Comments/Suggestion of #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
submited 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 further,
suggested that, electricity duty should be reduced, to make the industrial units
viable.

Byt 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 Tariff Order.
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3.18.3 The Licensee further submitted that interest on consumer security deposit is being
givento 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
with in detail in the Distribution Tariff Regulations. Such provisions are being
followed in letier and spirit by the Licensees.

3.18.4 However, in case any specific discrepancy is brought to the notice of the licensee, it is
AYYSRAFGStT@ NBOGAFASR FyR O2yadzYSNJ Aa ON
security deposit.

A

C)¢KS /2YYAadaaAirzyQa +*ASsY

3.18.5 Matters relaked 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 related to security deposit and the interest payable on the same are
amply clear and are dealtith 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 Commission in its earlier Orders has directed the Licensee on the above matter
and it once again dacts the Licensee to pay the applicable interest security
depositas per the Orders of the Commission and submit the compliance report with
the next ARR filing. Licensees are directed to ensure the timely payment of the
interest on security deposit tche consumers.

3.19 HIGH COST OF POWER PURCHASE
A) Comments/Suggestion of the Public

3.19.1 Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidyut Upbhoktha Parishad,
submitted that power purchase cost is most important component of the ARR of the
Licensee. He subnitd 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
submitted that these projected costs are too high and requested the Commission to
set up a committee to imestigate into the matter. He also added that burden of
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3.19.2

3.19.3

3.19.4

3.19.5

costly power purchase which has been kept out in merit order approved in the Tariff
Order FY 20145 should not be passed on to the consumers.

Mr. Avadhesh Kumar, Chairman, Uttar Pradesh Rajya Vidgbhoktha Parishad,
submitted that the Licensees have filed their ARR / Tariff Petitions for F¥1B0i5
which the fixed cost submitted by the Licensees for Lalitpur power project is Rs. 1.40
/ Unit and variable cost is Rs. 1.98 / Unit. He further sutedithat, the Licensees on

the other hand on May 1, 2015 has submitted the petition for provisional tariff
determination of Lalitpur power project wherein it has considered the fixed cost as
Rs. 2.38 / Unit and variable cost as Rs. 3.47 / Unit which ipletaty different from

the cost submitted in its ARR petition. In this regard, he requested the Commission to
look into the matter and take appropriate action.

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

FY 201415 FY 201516

Qty of Power
Procured
(MU)

Source Qty of Power | Cost per unit
Procured (MU) (Rs)

Cost per
unit (Rs)

Total from IPPs anc

25593 4.63 35953 4.28
JVs

Cogeneration and 7004 4.89 7717 4.96

He submitted that it is inexplicable as to why utility is procuring nearly 43,670 MU of
power from expensive sources, as mentioned above. Weighted 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
Rajkumar Vajpayee and Members of RWA Federation, Ghaziabad suggested that,
costly power purchases should be stopped. Further it was submitted that, since
power purchase costs are linked to capital costs of projects, there are cases where
increase in apital costs was due to negligence of the Govt. In case of Anpara thermal
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power plant, land acquisition was delayed by the Govt, for which Govt had to pay 40
times the price of the land. Such costs in the long run are transferred to the
consumers, througlelectricity bills.
3.19.6 Mr. Dinesh K Makked submits that, Discoms should purchase power from energy

exchanges.

Bt SGAGA2YSNDa wSalLkRyas

3.19.7

3.19.8

3.19.9

3.19.10

3.19.11

The Licensee submitted that most of the power purchase is being done under long
term PPA from generators which have been dapproved by the Commission. The
short term power purchase is being done under competitive bid route after due
approval of the Commission. The power from exchanges is being procured to ensure
that the scheduled roster is maintained and the consumers arevigea quality
power. However, 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-IBWas filed by

the Distribution Licensees on December 8, 2014 fiked charge projected in the

ARR Petition from Lalitpur TPP was based on a capital cost of Rs. 11,848 Crore
(including margin money) which was intimated by the Lalitpur Power Generation
Company Limited (LPGCL). The Licensee submitted that subsequleatiyroject

cost was revised and also approved by the lenders to the tune of Rs. 17,295 Crore.
The LPGCL had also filed a Petition in the last quarter of calendar year 2014 for in
principle approval of the Ceiling Capital Cost.

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

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

Thus, there are two petitions pemnty before the Commission in the matter of
Lalitpur TPP i.e. petition for approval of the Ceiling Capital Cost and petition for
determination of Provisional Tariff. Further, it is imperative to submit that the
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provisional tariff for Lalitpur TPP would betdrmined 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 /2YYA&aaAz2yQa +ASsgY

3.19.12

3.19.13

As regards igh power purchase cost, the Commission has taken the matter seriously
and had asked the Licensee to submit the actual power purchase data for F£2012
FY 20134 and FY 20145 (till December). Based on the submission made by the
Licensee the Commissiohas done prudence check and has determined and
approved power purchase plan as detailed subsequently in this Order.

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

3.20 TARIFF FOR TAJ TRAPEZIUM ZONE

A) Comments/Suggestion of the Public:

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 suply for farmers in the state.

Byt SGAGA2YSNRa wSalLkRyas

3.20.2

3.20.3

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 ofd@h.icensee.

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.
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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 demaad.

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 subsequentlyisrCtider.

3.21 RECOVERY OF ARREARS
A) Comments/Suggestion of the Public

3.21.1 Mr. Vishnu Bhagwan Agarwal, Chairman, Agra Chapter, ASSOCHAM, U.P, and Vidyut
Upbhogkta Sangh submitted that there is a colossal amount which is due against
Govt. departments, that is unregered and action should be taken on priority to
recover the losses.

3.21.2 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 caw can be utilized to purchase cheaper electricity.

3.21.3 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 SUA pdngey SNDa wSa
3.21.4 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,
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wherein old arears were settled but irsome cases the arrears are still shown in
commercial records. Moreover trugp petitions up to FY 20123 have already been
filed on the basis of audited accounts so that yearly calculation which will depict the
correct picture ofthe revenue and expenditure. The Tariff and FupePetitions 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 Tmpe&and ARR of

any year.

3.21.5 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 the gakeholders. 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 income
oncethe 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 to duble counting of income. Therefore, it cannot be treated as income
F3FLAY 2y NBFIfATFGA2Yyd ¢KA& A&dadzsS KFa 0SSy
judgment in Appeal No. 15 of 2012 and Appeal No. 152 of 2011.

C)¢KS /2YYAaaArzyQa +ASgY

3.21.6 The Commissimagrees with theviews of the Licenseehat the recovery frompast
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 establishedbf KS | 2y Q6fS ! ¢9 Ay AGAaA WdIdzZRIYSyGao

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 Commisgiathel 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
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A) Comments/Suggestion of the Public

3.22.1

3.22.2

3.22.3

3.22.4

3.22.5

3.22.6

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 meteand 1l 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.

Dr. P.K Garg submitted that by use of Information Technolbgyetrors in 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 automatisplsoftware

on basis of line meter reading / SMS meter reading.

Mr. Atul Bhushan Gupta, President, Indian Industries Association submitted that,
through Govt circular No. 4218/311.3.99.42 miscellaneous 199 dated 14.12.2000
multiplexes were kept imndustrial category. 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.

Mr. D.S Verma, Indian Industries Association submitted that, unmetenpglhp of
power to consumers should be stopped. Since FY 2aQCCommission 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 thisprocess.

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
whicheer is higher. This is proposed as consumers apply for loads much more than
their actual consumption and have to pay unnecessarily for excess contracted load.

The General Manager, BSNL submitted that, it has become very inconvenient for
consumers as Eleatity Bills are not distributed timely manner and bills aa¢sed

with wrong category with higher amounts. Further, he submitted that-payment

of these high bills results in disconnection of electricity.
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3.22.7 Mr. Avadhesh Kumar, Chairman, Uttar Pradesh R¥jgyut Upbhoktha Parishad
O!/twx!tuy adzoYAGGISR GKFGZ a LISNI / 2YYARZ
consumers angommercial consumerghose load is within 2 kW will pay as per old
tariffs till 31.03.2015. He submitted that almost 50 lakh consumers belontpis
category 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 time period. 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 wmaletered
O2yadzYSNEZ S@Sy FFGSNI /2YYA&aaA2yQa RANBOI
against them, according to section 142 of Electricity Act, 2003.

3.22.9 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
submitted that earlier th dzZ3 K d+xARe&dzi [/ K2NR w212¢é | 0fF
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 moative billing 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 comests.

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

3.22.11Mr. S.B Aggarwal, Advisor, ASSOCHAM, UP, and Vishnu Bhagwan Aggrawal, National
Chamberof Industries & 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 culpritsand further revision 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
consolidatedbilling for large consumers with multiple connections. Such measure
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would drive the efficiency of the Discoms by way of savings in meter readings and
billing cost while ensuring accuracy.

B) ¢KS t SGAGAZ2YSNRA wSaLRyas

3.22.13The Licensee has undertaken a slewegfovernance 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 PAYMENT OPTIONS

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 niganking.

PAYMENT THROUGH MOBILE PHONES

Customers can pay, accept and transfer money through mobiles handsets and all the
5Aa02YQa t/ akaz2oAf Saddalk weRindlsy Thare dreOdariods & |
options to pay through phones.

CALLING ON THELPLINE NUMBER (THROUGH IVRS)

Through this system, customers can call on the numbers provided for bill payment.

The call will land on the interactive voice response system (IVRS) which captures the
consumer number and card information, and connects toO#sY Q& o6y 1 LI &)
gateway for processing the transaction. On successful payment authorization, the

IVRS updates the payments details on the master server.

DIRECT MOBILE BASED PAYMENT SERVICES

¢CKNRdzZAK GKAA &aeadSysxz Odzad 2 Y Sphdationtf@ Bill 2y G 2
LI @8YSydGa FFGSNI R2gyf 21 RAY3I AlGd ¢KS Y20Af
YdzYOSNJ YR OFNR AYyF2NXIGA2Y 2F (GKS Odzad:
payment gateway for processing the transaction. On successful payment
authorization,the mobile system updates the payment details on the master system.
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SMSBASED PAYMENT SOLUTION

Under this system, customers initiate the 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 payment to avoid uninterrupted services
as well as for payment confirmation.

PAY FROM HOME

Consumers can make cheque payment®tigh the billing agenethe meter reader,

who generates bills for consumers through hand held machines at their doorstep. A
hand-held-generated receipt is provided to consumers. Besides the aforementioned
methods of revenue realization, increasing the tonser base by providing easy
access to new connections is important. The launch of siwgidow services is an
initiative towards this end.

CONSUMER INTERFACE

The basic concern of the consumers of any power distribution company is
uninterrupted supply. fie electricity demaneupply 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 relatedo the cause and expected time of interruption adds to
customer concerns resulting from local faults, which take hours to be restored.
Moreover, at times, related queries are not adequately addressed by substation staff,
which results in law and order isss.

3.22.14To address these issues, Discoms have launched an initiative, Urja Mitra, which seeks
to provide information about power rostering / 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 central control room. The call centre operator selects the specific
substation or the 33kV/11kV feeder in the case of breakd®and the entire area for
rostering. Consumers of the concerned area are automatically selected by the
software and as soon as a command is given, SMS alerts and voice calls are sent to
them.
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3.22.16Therefore, the message provides specific breakdown informatothé concerned
customer along with the expected time of power supply restoration. These SMS
alerts are sent on 24x7 bases to all affected consumers, while voice calls are sent only
during the day.

3.22.17The Licensee submitted that efforts are being made to cotlee remaining
customers through billing agencies / division offices. They can also log on to the
KESCO web site and register their phone numbers for availing of these services. There
has been a positive response to the initiative. Customers are enrdfigrgselves to
access information via Urja Mitra and there has been a reduction in general
complaints about the behaviour of division / substation officials during power
interruptions as well as law and order issues.

DEDICATED 24X7 CALL CENTRE

A centralied call centre has been launched to improve customer services, increase
staff efficiency and provide a singlgndow clearance mechanism for all customer
complaints. The call centre is designed to address consumer complaints regarding
power outages, wrong@illing, payments, metering, etc.

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

3.22.19With regard to the tariff for multiplexes, the Licensee submitted that any move to
reduce the tariff of such consumers would hurt the Licensees who are already reeling
under severe financial crisis. No subsidy is being recdroad the State Government
towards such multiplexes. Hence, any reduction in their tariffs would be uncovered
gap for the Licensees. The cross subsidy is within the threshold limits prescribed
under the Tariff Policy. The tariff has been proposed in linéh vine Tariff

wS3dz  iA2ya FNIYYSR o6& GKS 1 2yQo6fS [/ 2YYA&s

the Electricity Act, 2003

3.22.20The Licensee submitted that the Commission has embarked upon the glorious
intention of 100% metering in the state of UP. In view & tsame, a target of

Page69



e

1 |
H H
T Determination of ARR anthriff of DVVNLfor FY 20186
and Trueup of FY 20123

metering was given to the Discoms in the Tariff Order for FY-281&ubsequent to

0KS RANBOGAZ2YyA 2F GKS 12yQotS /2YYAAaaA2YZ

meter the unmetered consumers. The Discoms under the said driveerad around
24 lakh consumers.

3.22.21Thus, it is demonstrated that the Discoms are duty bound to achieve 100% metering

FYR FNB adNROGfe F2fft26Ay3 GKS AyadNHzO(A?2

3.22.22The Licensee submitted that following tariffs were applicable on PGiv§uners for
the FY 20134

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

(i) Unmetered Supply

Fixed Charge Energy Charge
Rs. 100/BHP/month NIL

Consumer under this category will be allowed a maximum lightir
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 SchedulgMetered Supply) including
consumers getting supply through rural feeders exempted from scheduled rostering or
through caegenerating radial feeders in villages and towns.

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

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

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

Fixed Charge Energy Charge
Rs. 100/BHP/month NIL
Consumer undethis category will be allowed a maximum lighting load of 1
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 pérban Schedule (Metere@upply)including
consumers getting supply through rural feeders exempted from scheduled rostering or
through cegenerating radial feeders in villages and towns.

Fixed Charge Minimum Charges Energy Charge

Rs. Rs.220/ BHP/month Rs. 5.00/K\W
55.00/BHP/month

3.22.241t is apparent from the above that while there was no change in the tariffs oF&MV
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
upward. Since, TTZ / Bundelkhand areas are being supplied approximately 18 hours
of supply tariffs as per urban schedule became applicable on% Ebhsumers under
these areas.

3.22.25Since there is huge difference in the tariffs of LBI\¢onsumers being provided
supplyas per rural schedule and urban schedule, representations protesting the hike
in tariff were received from LM¥g consumers in rural areas from TTZ/ Bundelkhand.
The Commission after hearing the stakeholder subsequently vide order dated 5
February 2015, nased 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 consungatiing supply as per urban
schedule.

3.22.27The tariffs as specified by the Commission vide order dated Febfd@15 are
presently applicable to consumers getting supply as per urban schedule under TTZ /
Bundelkhand area. Now the Commission has resolvedidbee taking into stock
various representations and the present tariff proposal is in conformity with
/| 2YYA&aA2yQad LINBAONRLIGAZ2Y I O0O2NRAy3It & GKS
matter.

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

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

dln accordance with the National Electricity Policy, consumers below poverty line who
consume below a specified level, say 30 units rpenth, 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-brarained after
TAOS &SI NA®E

3.22.30 Electricity consumption of any consumerdirectly proportional to hours of supply.
Units for provisional billing therefore need to be adjusted to hours of supply. It has
been the endeavour of thd.icenseeto provide increased hours of supply to all
consumers in the State. Due to focused effmt3JPPCL, the average supply hours of
rural consumers have increased from 8 to 14 hours per daynetered consumers
in rural areas are billed on flat rate basis, accordingly, the provisional units fixed for
booking against such consumers is totally Barxademic reasons and for proper
accounting of distribution as well 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 @d&rsng it to be an executive
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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)¢tKS /2YYlwaArzyQa =+

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 othegaernance initiatives for
consumer ben#ts.

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 antf Tari
related matter. The licensee are 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 meters frtive Consumption for
Un-metered consumers wherein the Commission has given appropriate direction to
treatment of defective meters / Normative Consumption for-bhetered consumers.

3.23 REDUCED SUPPLY HOURS

A) Comments/Suggestion of the Public

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

3.23.2 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 rural but supply is
provided less than 24 hours. Further, he submitted that the farmers in this area
cultivate the rabi crops fofew 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.

Pager3



Jq. Ty 1-;
l,-"‘\ e
jl
“““""’ Determination of ARR anthriff of DVVNLfor FY 20186
and Trueup of FY 20123

f’““

Byt SGAGAZ2YSNDaA wSalLkRyas

3.23.3 The Licensee submitted that ARR is prepared as per théodetogy 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 accordinglgdjesthours 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 Bevenu
Requirement 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 gap étween the ARR and the Revenue Assessment, hence a marginal
tariff hike is being proposed to mitigate a portion of the revenue gap.

3.23.4 The Licensee has submitted that Bundelkhand is supplied more power in view of the
development needs of the region and coreithg 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
regards. Th details related to all the aspects of Tariff design has been discussed in
Chapter named TarifPhilosophyand Rate Schedule provided subsequently in the
Order.

3.24 OPEN ACCESS
A) Comments/Suggestion of the Public

3.24.1 Mr. P.K Maskara, Director, The Mahabir JMi#ls 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 transmissioss, transmission charge,
wheeling loss and charggavailing ofpower underopen accesbecomesunviable.

B)t SGUAUAZ2YSNDaE wSaLRyas
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3242 ¢KS [AO0OSyasSSQa IINB O2YYAGOSR G2 O2yYLX & o
2003 and the regulations framed by thely Q6 f S / 2YYAaaA2y d hLISyYy
provided as per the extant guidelines and policies framed by the Commission.

C)¢KS /2YYAaaA2yQa +ASyo

3.24.3 The Commission has taken note of the above objections / suggestions made by the
stakeholders in this regards. Thetdis 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.S Vermalndian Industries Association submitted that, ARR FY -261%n
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 expenses andcomes.

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.

3.25.3 Mr. B.N Gupta, Secretary, Associated Chambers of Commercelu&try 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 Parishad,
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 penalisd and benefits must be passed on to the consumers.
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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 periodup to FY 20143. Such audited accounts and AGUP reports have
already been published on the website of the Licensees.

C)¢KS /2YYAaaAz2yQa +ASg

3.25.6 The Licensee has submitted the audited accounts of FY-2Bland provisional
accounts for FY 201B4. The CAG rept for FY 20123 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 Awasthi sultted that section 62 (3) of Electricity Act 2003 &
national tariff policy also clearly says that cross subsidy is withirRG% of the
F SN} 3S O02ad 2F adzadi ee |'S FRRSR OGKFaG 12
regard. He requested the Commissido determine tariff as per provisions of
9f SOGNAROAGE ' OO0 HnnoX blraA2ylE C¢FNARTFF t 2f

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 ft@@% to 117% in 20156
resulting in increase of unit rates for LMVand HWH O 4 S3A2NB d | £ NBI R¢
reeling under the pressure of cross subsidy. SMEs generate maximum employment,
and hence should not be burdened with increase in burden of crossdsubs

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 wheeling charges
& K 2 dzf R ¢d@hat fix@dEr@ 8GCIL.
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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 of-10A%ubsidy bill
and other unmetered supply is not accounted for in this data.

Bt SGAGUA2YSNDa wSalLkRyasSy

3.26.5 The cross subsidy is within the threshold limits prescribed under the Tariff Policy. The
GFNATF KFra o6SSy LINRBLRAaASR Ay fAYS gAGK GK
Commission, the National Tariff Policy, 2006 and the EldgtAct, 2003.

C)¢KS /2YYA&aaAz2yQa +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 groupomsumers 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.

3.26.7 As regards the cross subsidy surcharge the Commission has noted the suggestio
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 Mr. Tilak Raj Dua, Director General, Tower and Infrastructure Providers Association
and 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 2016 would be applicable only to Telecom
Industry. He condemns this as cplately unfair and discriminatory as this would be
- ANBIG &aSiol O] G2 GUKS D2gSNYyYSyiliQa OAaj
becoming unaffordable.

3.27.2 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
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rural feeders receive only 10 hours of supply, which is significantly less than that
received by urban areas.eHalso 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 aredle requested the Commission to bill the telecom
located in rural areas based on rural tariffs.

3.27.3 He also submitted that, current average tariff structure for commercial consumer is
Rs. 767/ unit in the State, which is highest in the country for any catgg

States Energy Charges Cost per Tower
Uttrakhand 4.55 31,870
J&K 451 32,313
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 comparethty
atdrasSa FyR Iye Fdz2NOKSNI KA(1S 62dzZ R 6S RSUON

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 specHoategjories
for certain type of consumers under the commercial category. He submitted that the
Commission has the right to differentiate between consumers on the basis of the
GLIZNIIZ 4SS F2N) gKAOK GKS adzllJlJ e A& NBIdzAN
Commission to conder telecom as a special suihtegory 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 rs#eng consumers, appropriate relaxations in tariff
should be provided for telecom tower industry.
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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 tapifbposed 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 in this
proceeding. Furtherthis matter does not pertain to the determination of the ARR
and Tariff for FY 20156.

C)¢KS /2YYAaaAz2yQa +ASyg

3.27.8

The Commission does not agree with the contentions of the stakeholder to provide
special relaxation to the telecom towers based on the kindesVises provided by
them. The Commission understands that the telecom companies are allowed to pass
over the burden of legitimate costs through increase in tariffs to consumers. The
Commission does not agree with the proposal to create a separate catdgory
mobile tower in this Tariff Ordeas this would be a backward step towards tariff
rationalisation With regards to urban tariff being implemented on feeders 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

3.28.2

Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
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. He
requested the Commission that considering these facts the tariff of the above
categories should be demed.

Mr. Rami, Global Care Organisation, submitted that voltage and rates forlLad
H\£1 are not clear as a lot of categories are added.
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3.28.3 Mr. Vijay Dayal, Aasaskiya Sahayata Prapt Vidhlaya Prabhandhak Sabha, UP,
submitted that tariff for nonGovt. aded educational institutes should be reduced.

3284 5ANBOG2NE ¢dzZf A YA [/ 2YyAGNHzOGA2Y | YR 5S@€

proposed more than four types of variable domestic rates between Rs 2.20 and Rs
6.90. He submitted that Single point bulk load sypphder LMVL and HVL (non
industrial bulk load) category which are for domestic consumers are having different
rates and voltage separation between LT and HT is not defined clearly.

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

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

B) Petith 2y SNRA wSalLl2yas

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

3.28.8 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. dabsidy is being received from the State Government
towards such educational institutions. Hence, any reduction in their tariffs would be
uncovered gap for the Licensees.

3.28.9 The Licensee submits that it endeavours to simplify the rate schedule; howeves tariff
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
supfdy and the purpose for which the supply is required in terms of Clause 62(3) of
the Electricity Act, 2003.

C)¢KS /2YYA&aaAz2yQa +ASgY
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3.28.10 The Commission has taken note of the objections / suggestions made by the
stakeholders in this regards. The applicable Taffidir all the consumer categories
have been designed in accordance with the Electricity Act, 2003 and the Tariff Policy.
The details of all the aspects related to Tariff design have been covered subsequently
in Chapter of Tariff Philosophy and Rate Schegubvided 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 become more 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,
hearing process should be captured in video camera and written in objections. The
Commission should give tiieviews accordingly.

3.29.3 He submitted that, under rules and regulations Commission is to hold public
meetings before finalizing any tariff order. The Objector requests the Commission to
inform as to how many suggestions from the public hearings in previoars yae
actually incorporated or taken into consideration while finalizing any tariff order.

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

B)t SGIAGA2YSNDa wSaLlRyas

3.29.5 The Licensee submits that the choiok places for the public hearings is the sole
LINENRIFGAQGS 2F (KS 1 2yQ06fS /2YYAaarAzyo

C)¢KS /2YYAaaArz2yQa +ASgY

3.29.6 The Commission has taken notetlbé suggestions made by the stakeholder and also
ensures the stakeholders that the Commission considers valuabtgestions
provided by various stakeholders during the process and duly incorporates the same
in the Tariff Order issued by it after taking all the necessary actions in this regards.
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3.29.7 The Commission ensures the stakeholders that the public hearings aaesparent

process and all necessary procedures in this regards are followed by the Commission
as well as the Licensee which also include vidmording of the proceedings. The
copy of the videerecording of the proceedings is available

3.30 SUB STATION GABITY

A) Comments/Suggestion of the Public

3.30.1

B) PS

3.30.2

C) The/

3.30.3

Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut Upbhokta Parishad,
submitted that, the numbers of consumers submitted by the Licensees for F¥ 2015
16 are 19454622 where as the connected load for FY -281&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 / connectednéo t
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 submitted that above
reasons leads to system overloading and is major reason of low voltage in the state.

AGA2YySNDRa wSalLkRyas

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

2YYA&aaA2yQa +ASoY

The Commission has taken note of the objections / suggestions made by the
stakeholders.The Licensee must expedite the work of increasing the capacity of
various sukstations and power distribution network in accordance with the Capital
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Investment Plan so that above issue is resolved at the earliest. Furtieelicensees
are also directed to plan the distribution network expansion and capacity
augmentation to cater to the current and future load requirements and to meet the
establish shindards 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, ASSOCHAM, and Mr. Awadh
Narayan Singh submitted that, solar power plants should be installed in remeds ar
and incentives should be provided to the consumers.

B)t SGIAGA2YSNDa wSalLlRyas

3312 ¢KS 12yQofS /2YYAaaArAz2y KIFa FfNBIFRe& LINEJAR
the rate schedule.

C)¢KS /2YYAaaArzyQa *ASgY

3.31.3 The Commission has taken note of the objectionsuggestions 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. This is essential given the power
shortages being faced in the State. In view of this the Commidsasnalready
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

3.32.1 Mr. Avadhesh Kumar Verma, Chairman, U.P. Rajya Vidyut UpblRadahad,
submitted that, O&M expenses of the Licensees are very high as compared to the
other utilities across the States.
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3.32.2

3.32.3

3.32.4

3.32.5

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

Ms. Neha Kusha; submitted that, electricity connection receipt and bill should be
made mandatory along with ID proof for purchase of mobile phone;caid, T.V,
fridge etc. She added that while providing electricity connection LED Bulbs should be
given to the consumerand for extra purchase of LED bulbs subsidy should also be
given. She submitted that bulbs should be completely banned to promote energy
efficiency and awareness 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
rewarded, even after consumer complaints against them.

Mr. P.K Maskara, Director, The Mahabir Jutéd\M.td, submitted that, clarification is
required regarding tariff and notariff items i.e. electricity duty, regulatory
surcharge, delay payment surcharge, load factor rebate, power factor rebate, power
factor surcharge, security deposit and interest gecurity deposit.

B)t SGAGAZ2YSNRa wSalLkRyas

3.32.6

3.32.7

The Licensee humbly submitted that 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 natime O&M expenses. Any O&M
expenses incurred by the Licensee over and above the normative expenses are not
allowed to be recovered through tariff, thus penalising the licensees.

The Licensee submitted that tariff proposal has been submitted keepingwuntiae
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 aldwébe
recovered in a reasonable manner as per the terms of the UPERC Tariff Regulations,
2006 and the Electricity Act, 2003.
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3.32.8 The Licensee submits that the village electrification under the RGGVY programme has
been completed. Subsequent the major eledtation 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 engy & reducing chances of theft, double metering

system is being implemented which 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 break
downs also.

1 Periodic checking of all static and-wector meters.

A

C)¢KS /2YYAadaaAirzyQa *ASsY

3.32.10

3.32.11

3.32.12

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

The issue regarding the rebate has been appropriately dealt in the subsequent
section named driff Philosophy and Rate Schedule.

The Commission has taken note of the above objections / suggestions made by the
stakeholders in this regards. The Commission has determined the Tariff for different
category ofconsumersin 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

TRUING UP OF AGGREEAREVENUE REQUIREMEOR FY 22-13

INTRODUCTION

The Petitioner has sought the final truing up of expenditure and revenue for 2 20

13 based on actual expendite and revenue as per audited accounts. In this section,
the Commission has analysed all the elements of actual revenue and expenses for FY
2012-13 and has undertaken the truing up of expenses and revenue after prudence
check on the data made available tne Petitioner.

POWER PURCHASE EXPENSES

The Commission, in the Tariff Order for FYL203, had approved the power
purchase quantum of74,70339 MU and total power purchase expenses of Rs.
25,439.60Croreat UPPCL level. The Petitioner, in its TupePetition, has submitted
that the actual power purchase expenses for FI2208 are Rs.29,557.94Crore
towards power procurement 0f7,707.16MU at UPPCL level.

The Petitioner submitted that it has considdrethe 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 the approved / 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 Bulk Supply Tariff as worked out by the Petitioner is
shown in he Table below:

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

Particulars Unit | Trueup 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
All ble P Purch Cost at Di d

. owa' e Power Purchase Cost at Discom en Rs Crore 29 557.94
(including PGCIL Charges)

Power Purchase Cost per unit at Discom end (B Rs/kWh 4.01
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4.2.4 The Commission has computed the BST based on the same philosophy as adopted in

its Order datedOctober1, 2014. The Commission further asked the Petitioner to
submit the breakup of the Transmission Losses between-Biiate and InteiState.
The Petitionersubmitted thelntra-State transmission lods be 4.08%for FY 2012
13. Further, n reply to the query raisedy the Commissiomegardingbifurcated
details of power purchase cost and PGCIL charges for F¥1301Re Petitioner
submitted the followingdetail.

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

FOR FY 20123
Particulars Amount (Rs. Crore)
Power Purchase Cost 28,390.27
PGCIL Charges 1,167.67
Total Power Purchase Cost 29,557.94

425 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 lossewhichever idower. Thereafter, the allowable
power purchase input has been multiplied by the TrugdBulk Supply rate to derive
the allowable power purchase cost for FY 2QBas shown in the Table below:

Table-: POVER PURCHASE COST AS COMPUTED BY PETITIONERZFOR FY 20

Particulars Unit | Trueup Petition
Power Purchase MU 17,331.14
Sales MU 10,994.17
Distribution Loss Target % 29.00%
Allowable Power Purchase MU 15,484.74
Trued up Bulk Supply Tariff Rs/kWh 4.01
Allowable Power Purchase Cost Rs 6,953.86
Crore

4.2.6 The Petitioner has wrongly computed the allowable power purchase cost using
actual Distribution loss of 36.56% against its claimed figure of 29.00% i.e. approved
Distribution losgarget of FY 201-23.

4.2.7 The Commission has been considering Distribution losses as controllable parameter
and thereupon the power purchase cost consequent to uragtievement of
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Distribution loss is disallowedror ruing up of ARR for FY 2013 the allowable
power purchase quatum has been computed by grossing up the actual energy sales
by the approvedistribution loss targebr actual losslevel whichever is loweiThe
power purchase cost is then computed by considering the allowable power purchase
thus derived and the bulk apply tariff computed at Discoms periphery which is in
line with the approach followed by the Commission in its earlier Orders.

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

AndH t 26SNJ t dzZNOKI as /2aday

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

a) The average rate for power purchased through Ul should not exceed 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.

Providedthat 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 subsequent year #te maximum rate for power purchase under

the Merit Order of the licensee as approved by the Commission whether the

OSAftAY3d tAYAG 2F wmmxk: a adGFLGSR Ay MM 060

4.2.9 The Commission has obtained the rates and energy procured through uhdede

interchange (Ul). It has been observed that the Petitioner for FY -281Bas
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
Order of thelicensee as approved by the Commission for FY -2@12n view of the
above, the Commission has allowed the power purchased through UI.

4.2.10 The Petitioner has claimeRs. 34.64 Crore towardslocation of O&M Expenses of
UPPCLIn reply to the queryaisedby the Commissiorregarding computation of
arriving at the above mentioned amount of Rs. 34.64 Cithie Petitioner submitted
the following details
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Table-: COMPUTATION OF O&M EXPENSES OF UPPCL AS SUBKIPHEDIONER FOR FY-2012

13
Particul FY 201213
articulars (Audited)
Employee Benefit Expenses 128.95
Administrative, General and Othg 18.29
Expenses
Total O&M Expenses 147.23

Table-: ALLOCATION OF O&BXPENSES 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 ExpensaesUPPCL as paudited account of FY 204123 147.23
Allocation of O&M 34.64 26.27 47.31 32.04 6.28 0.68 147.23

4211

4.2.12

The Commission has verified the above amount from the Audited Accounts of UPPCL
and has allowed such expenses based on actual for BZ-13 As 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 procurenoént
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 expelsisy Trung-up of FY 20089

to FY P11-12. However,in the Order dated Octobed, 2014 the Commission has
directed the Licensedhat 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 tkales, 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 fod XL 20
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Table-: ENERGY BALANCE AND BULK SUPPLY TARIFF APPROVEDZ2HGR FY 20

. . Tariff y A
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 Losse MU 1,553.00 906.28 906.28 902.05
Inter-State Transmission Losse % 2.08% 1.17% 1.17% 1.17%
Intra-State Transmission Losse MU 2,655.00 3,133.48| 3,133.48| 2,774.48
Intra-State Transmission Losse % 3.63% 4.08% 4.08% 3.63%
Energy available at Discom En( MU 70,495.00| 73,667.40| 73,667.40| 73,667.40
Power Purchase Cost (includi
( Rs Crore| 25,440.00f 29,557.94| 29,5657.94| 29,557.94
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
All ble P Purch C
owable Fower Furchase ~¢ ps crore 29,567.01
at Discom end
Power Purchase Cost per unit
. Rs/kWh 3.61 4.01 4.03 4.01
Discom end (BST)

4.2.13 It can be seen from the above that, the Petitioner has claimed theaB&E. 4.01 /

kwWh which does not include thenpact of O&M expenses &fPPCL as it has claimed
theseexpenses separately. Thus, considering the impact of O&M expenses of UPPCL
the BSTworksout to be Rs. 4.03 / kWh, against whiahile undertaking theTruing

up of FY 20123, the Commission has allowed the BST as Rs. 4Wh./ k

4.2.14 It can be furtherobservedthat the BST approved by the Commission in Tariff Order
for FY 20123 was Rs. 3.61 / kWh. However, the BST claimed by the Distribution
Licensees iRs. 4.01 / kWitbased on the actual power purchase cost incuregd
UPPClevelin FY 20123. It is noted that theDistribution Licensees book the cost of
power purchase in their Audited Accounts as per the BST approved by the
Commissionwhile UPPCL procure power at the actual rates from the Generating
CompaniesFurther, the Ldenses during Truing up of FY 2043 haveclaimed the
power purchase coshigher than the cost incurred as péneir audited accounts
whichisdue to the fact that the actual power purchase costurred byUPPCL while
procuring power from the generatghncompaniess more than the power purchase

cost paid by the Licenseds UPPCLwhich isas per the BST approved by the
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Commission Thus, in order to have greater clarity the Commission directs the
Licensees that, from FY 2043l onwards it should clearlgepict the total power
purchase cost incurred at UPPCL lebaksed on actual power purchase codbtal
power purchase cosbilled by the UPPCL to the Distribution Licenseasd power
cost payable to UPPCL in its trug petitionsfor future years

4.2.15 Further, dlowable power purchase quantum has beesmputed by grossing up the
actual energy sak by the approved Distribution loss target / Actual Loss Level
(whichever is lowerjor FY 20123. The power purchase cost is then computed by
considering the allwable power purchase thus obtained and the bulk supply tariff
computed at Discoms periphery in line with the approach followed by the
Commission inits earlier Orders. Accordingly, the Table below provides the
allowable power purchase cost for the Licen$aeFY 202-13:

Table-: ALLOWABLE POWER PURCHASE COST FORIBY 2012

Particulars Approved True up Petition Approyed Hpon
Truing Up
Power Purchase (MU) 15616.90 17,331.14 17331.14
Sales (MU) 11088.00 10,994.17 10994.17
Distribution Loss Target (%) 29.00% 29.00% 29.00%
Allowable Power Purchase (MU) 15,484.74 15484.75
Trued up Bulk Supply Tariff (Rs. / kwh) 3.61 4.01 4.01
Allowable Power Purchase Cost (Rs. Cforq 5635.68 6,953.86 6214.93
* TheBST as claimed by the Petitioner does not include the impact of O&M Expenses of UPPCL which it has claimed

separately.

# The Petitionein its submissiomas wrongly computed the allowable power purchasest; it hasconsidered
actual Distribution loss d36.56% against its claimed figure of 29.0@8tile computing the power purchase cost
for FY 20123.

4.3 TRANSMISSION CHARGES

4.3.1 The Petitioner submitted that in the Tariff Order for F12Q3, the Commission had
approved the Transmission Charges of R&L.73Qore towards projected power
purchase 0f15,616.90MU. The Petitioner submitted that as per the audited
accounts, it has incurred R801.56 Crore towards transmission charges. The
Petitioner further submitted that the allowable power purchase input for2B¥2-13
works out t015,484.74MU and therefore, for the purpose of claiming the trued up
transmission charges, the allowable power purchase input has been taken into
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consideration. The Petitioner submitted that the per unit rate of Transmission
Chargeof Rs. 0.1848 per kWhas been considerednhich isthe rate submitted by
UPPTCL in itSrueup Petition for FY 20123 filed before the Comnsson The
Petitioner further submitted that the allowable Transmission Charges for EX1%
works out Rs286.15Crore.

4.3.2 Accordingly, the Petitioner has claimed allowable transmission charg@8&i5
Crore against the actual transmission charges oB&E.56Crore.

4.3.3 It is observed that the Petitioner has considered the Transmission Charge equivalent
to the rate siomitted by UPPTCL in its trug Petitionfor FY 2012A3. Thus, to
derive the allowable transmission chargafipwable power purchase input has been
multiplied by the trued up transmission tariff as approved by the Commission in its
True upOrderfor FY P12-13.

4.3.4 Accordingly, the table below provides the allowable transmission charges for the
Petitioner for FY 20P2-13:

Table-: ALLOWABLE TRANSMISSION CHARGES FQRBY 20

Particulars APV I IS0 uAgE?;fig
Tariff Order Petition P Up 9
Units Wheeled (MU) 15,616.90, 15,484.74 15,484.75
Trued up Transmission Charge (Rs./kWi| 0.174 0.1848 0.1722
Transmission Charges (Rs. Crore) 271.73 286.15 266.66

4.4 O&M EXPENSES

44.1 Operation and Maintenance (@8) expenses comprise of employee related costs,
A&G expenses and R&M expenditure.

442 ¢KS tSGAGA2YSNDa adzmYAaaa
133 [ yR (GKS /2YYA&darzyQa |
are detailedbelow:

ya 2y SHDK 27
I f2aa y GKS

4.4.3 The Petitioner submitted that the actual net employee expenses for EX-2Bis Rs.
182.19 Crore, against the approved expenses of R.81 Crore. The Petitioner
submitted the actual net administrative and general expenses for BEZ-PBis Rs.
54.67Crore against the approved expenses ofF3s43Crore.
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4.4.4

4.4.5

4.4.6

The Petitioner has submitted the actual Repair and Maintenance (R&M) Expenses for

FY 202-13 as Rs261.10Crore as against the approved expenses of 1R2.18
Crore. The Petitioner has claim#ée actual R&M Expenses for FY12Q3.

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 Regulatioi$ie relevant provisions of the
Distribution Tariff Regulations, 2006 are reproduced below:

&4.3 Operation & Maintenance Expenses (O&M):

1. The O&M expenses comprise of employee cost, repairs & maintenance (R&M)
cost and administrative & general (&% 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 determinatiaheo©O&M expenses

of the year under consideration, the O&M expenses ofbideee 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
Wholesde Price Index and Consumer Price Index in the ratio of 60:40. Base
year, for these regulations means, the first year of tariff determination under
these regulationX X ®d¢ ®9 YLK aA 4 | RRSR®S

The Commission, in accordance with the above Regulation, has cattula¢
inflation index for FY 2A®-13 based on the weighted average index of WPI and CPI.

The Commission has considered the WPI and CPIl as available on the website of

Economic Advisor, Ministry of Commerce and Industry Ministry of Labour,
respectively. Aawrdingly, the Commission has calculated the inflation index for
approval of O&M expenses as shown in Table below:
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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
Calculation of Inflation Index
(CPi40%, WPRBE0%)
Weighted
Average of 8.75%| 7.69%| 4.02%
Inflation

4.4.7 The Commission has determined the trued up O&M expenses of FI¥120
in the Order datedctoberl, 2014. Theapproved O&M expenses for FY120
12 have been escalated using the inflation index of FY2A® to derive the
normative O&M Expenses for FY12013. The Commission while computing
the normative O&M Expenses in this Order has considered the escalation
rates as shown in the above Table.

4.4.8 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 % on addition to asset during the previous year. Regulation 4 (3)
the Distribution Tariff Regulations, 2006 specifies as follows:

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

X
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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 thesuing
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 indices
4 AYRAOFGSR Ay NB3Idz I GA2Y ndoomO dE

4.4.9 It is observed from th&able- below that the actual audited O&M expenses as
claimed by the Licensee for FY12€013 are higher than the normative O&M
expenses computed based on the above Regulations. Simed,itensee has
to restrict its O&M expenses within the normative level, the expenses beyond
normative level have not been allowed by the Commission. The Commission
has therefore, approved the normative O&M expenses for FAY2-2G.

4410 Further,inreplytothd 2 YYA&daA2y Qa 1jdzSNE NB3IF NRAyY3
have been included in O&M expenses, the Petitioner submitted thatQG&RF
expenses are part of the O&M expenses claimed ibbyThe Petitioner
submitted that such expenses are not separately accountedafa hence,
details of such expenses are not available with it. The 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 Comgsion.

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

4412 CdAz2NIKSNE |a RA&AOdzZAaSR SENIASNE Ay Alda
the details of expenses incurred towards apportionment of O&M Expenses of
UPPCL, the Petitioner submitted the allocation of O&M Expenses of UPPCL
However, as detailed in parathe apportionment of the O&M Expenses 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 Ofdetruing up of
ARR for FY 2@-13, is shown in the Table below

Table-: O&M EXPENSES AS APPROVED BY THE COMMISSION EOR3 (Rs2Crore)
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_ Actualas Approved
. Tariff per True-up :
Particulars . o Normative upon
Order audited | Petition ;
Truing Up
accounts

Employee Expenses 293.89 249.42| 249.42 331.92 331.92
Repair & Maintenance Expense{ 112.18 261.10| 261.10 187.52 187.52
Administrative and General 39.33 75.31 75.31 52.21 52.21
Expenses
Gross Operatiorand 445.4 585.83| 585.83 571.65 571.65
Maintenance Expenses
Less: Capitalisation
Employee Cost Capitalized 44.08 67.22 67.22 67.22 67.22
A&G Expenses Capitalized 5.9 20.64 20.64 20.64 20.64
Total Capitalization 49.98 87.87 87.87 87.87 87.87
Net Operation and Maintenance| 395.42 497.97| 497.97 483.78 483.78
Expenses
Efficiency Gain 0.00 0.00
4.5 INTEREST AND FINANCE CHARGES

Interest on Long Term Loans

45.1

45.2

The Petitioner has claimed the net Interest on long term loan for A¥2-28
as Rs179.91Crore, against the approved expenses of ¥s44 Crore. The
Petitioner has notcapitalizd any interestfor FY 2@2-13, against Rs8.47
Crore approved by the Commission in the Tariff Order.

The Petitioner submitted that the Commission in its poex tariff 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 tbaravas 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
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out based on the gearg ratio of 70:30 and allowable depreciation was
considered as normative loan repayment

The Petitioner submitted thatconsidering the Capital Work in Progress
balances (CWIP) and Gross Fixed Asset (GFA) balances as per audited
accounts, it has derived ¢hactual capital investments undertaken by it in FY

In line with the approactadopted by the Comrmagon in its previous Orders,

interest expenses has been rmdered as an uncontrollable cost as the
interest rates are determined by varioesternal factors and the actual loans
taken are consegential to the capital expenditure undertaken by the

45.3

201213.
45.4

licensee.
455

For the above purpose, the Commission has derived the actual capital

investments undertaken by the Licensee in FY2208, based on the autkd
accounts. The details are provided in the Table below:

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

FY 201213
. R . Approved
Particulars Derivation Tariff . "
Order Audited | Petition u!oon
Truing Up
Opening WIP as on 1st April A 717.00| 573.20| 573.20 573.20
Investments B 421.00| 663.48| 663.48 663.48
Employee Expense c 44.00 67.22 67.22 67.22
Capitalisation
A&G Expenses Capitalisation D 6.00 20.64 20.64 20.64
Interest  Capitalisation ot E 8.00 0.00 0.00 0.00
Intereston long term loans
Total Investments F= 1197.00| 1324.55| 1324.55| 1324.55
A+B+C+D+H
Transferred to GFA (Tot G 479.00| 745.26| 745.26 745.26
Capitalisation)
Closing WIP H= FG 718.00| 579.29| 579.29 579.29
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45.6 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.

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 . . HERTTTEE
Audited | Petition upon
Order .
TruingUp
Opening Balance of Consumer Contribution -| 838.28| 838.28 838.28
Grants and Subsidies towards Cost of Capit
Assets
Additions during the year -| 166.25| 156.25 166.25
Less: Amortisation - 43.81 43.81 43.81
Closing Balance -| 960.73| 950.72 960.73

45.8 It can be observed from the above that, the additions during FY -2@12as
been claimed by the Petitioner as Rs. 156.25 Crore. However, based on the
audited accounts of FY 2013, the additions has been considered by the
Commission as Rs.166.25 Croretfoing 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 verified the above amounts @er 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:
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Table-: FINANCING OF THE CAPITAL INVESTMENFPBR@VAED BY THE COMMISSION FOR
FY 201213 (Rs. Crore)

FY 201213
Particulars — Tariff . . Approved
Derivation Order Audited | Petition upon

Truing Up
Investment A 421| 663.48| 663.48 663.48

Less: - -
Consumer Contribution B 166.25| 156.25 166.25
Investmentfunded by debt and equity C=AB 421 | 497.23| 507.23 497.23
Debt Funded 70% 295| 348.06| 355.06 348.06
Equity Funded 30% 126| 149.17| 152.17 149.17

4511 From the above tables, it is seen that the total investments made in
distribution segment in FY 20-13 were to the tune of R%63.48Crore. The
consumer contributions, capital subsidies and grants received during the
corresponding period is R§66.25Crore. Thus, balance R€7.23Crore have
been funded through debt and equity. Considering a debt equatyo of
70:30, Rs348.06Crore or 70% of the capital investment is approved to be
funded through debt and balance 30% equivalent toJ&8.17Crore through
equity. Allowable depreciation for the year has been considered as normative
loan repayment.

4512 InNBLX & G2 GKS [/ 2YYA ddialled yomputatlprza8 thie  NB 3 |-
weighted average interest ratethe Petitioner has submittedhe detailed
computation with due reconciliation with the audited accounts of FY 2082
for the loans used to fund the capl expenditure Accordingly, the weighted
average rate has been considered for computing the interest on long term
loan.

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

4.5.14 Considering the above, ¢hgross 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.
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Table-: INTEREST ON LONG TERMIN FOR FY2B13 (Rs Crore)

Particulars FY 201213
Tariff Order | Petition | Approved
upon

Truing Up
Opening Loan 1,321.42 1,321.42
Loan Additions (70% of Investments) 355.06 348.06
Less: Repayments (Depreciation allowable for the yea 304.17 304.20
Closing Loan Balance 1,372.31] 1,365.28
Weighted Average Rate of Interest 13.36% 13.36%
Interest on long term loan 103.91 179.91 179.44
Less: Interest Capitalized 8.47 - -
Net Interest Charged 95.44 179.91 179.44
Interest Capitalisation Rate 23.00% 0.00 0.00

Finance Charges

4.5.15

by the Commission towardstal finance charges during FY12013.

4.5.16

charges have been allowed at actual based on audited accounts.

45.17

Crore as claimed by the Petitioner for F120.3.

Table-: ALLOWABLE FINANCE CHARGES FORHS (®xs. Crore)

. Approved
Particulars Ll Audited | Petition upon
Order ;

Truing Up

Interest to Consumers 16.13 31.63 31.63 31.63
Bank Charges 1.34 0.22 0.22 0.22
Discount to Consumers - - - -
Finance Charges 7.32 - - -
Total Finance Charges 24.79 31.85 31.85 31.85

The Petitioner has claimed R%L.85Crore against R24.79 Crore approved

The bank charges and interest on consumer security deposits and finance

Thus, the Commission has approved finance charges amounting 81 RRS.

Pagel00




w-q.':-,

/"H\e-

f,ﬂ.

““”“’” Determination of ARR anthriff of DVVNLfor FY

201516 and Trueup of FY 20123

Interest on Working Capital:

4.5.18

4.5.19

4.5.20

45.21

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§6.41Crore against the approved expenses of33s63
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 andMaintenance 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 equivaletat 60 days 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 interesbn working 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 inits Tariff Order for FY 2@2-13 had allowed normative interest

on working capital of R$4.63 Crore. 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 ARReof
Petitioner.

In reply to the query raised by the Commission regarding exorbitantly high
interest on working capital of Rs. 1,105.70 Crore as per audited accounts
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against approved interest on working capital of Rs. 54.63 Crore in the Tariff

Order for FX2012-13, the Petitioner submitted that it has claimed the interest

on working capital as per the normative methodology prescribed by the Tariff
wS3dzZAE FdA2ya YR R2LIGSR o0& GKS /-2YYAaa
up and tariff orders without imposingany additional burden on the
consumers.

4.5.22 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 showthénTable
below:

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

FY 20123
Particulars Tariff Audited | Petition Apupprg\n/ed
Order Truing Up

One month's O & M Expenses 32.95 48.82 40.32
Onetwelfth of the sum of the book valui 4.18 59.93 59.93
of materials in stores at the end of eaf
month of such financial year.
Receivables equivalent to 60 days avery 675.38 656.00 656.00
billing on consumers
Grand Total 712.51 764.75 756.24
Less: Total Security Deposits by {1 275.43 313.43 313.43
Consumers reduced by Security Depo!
under section 47(1)(b) of the Electricity A
2003
Net Working Capital 437.07 451.31| 44281
Rate of Interest on Working Capital 12.50% 12.50%| 12.50%
Interest on Working Capital 54.63| 1105.70| 56.41 55.35

4.5.23 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 tt@ommission in this Order:
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Table-: ALLOWABLE INTEREST AND FINANCE CHARGES FORBRR@dre)

Actual as
. Approved
: Tariff per True-up
Particulars . . upon
Order audited Petition :
Truing Up
accounts
A:lInterest on Long Term Loans
Gross Interest on Long Term Loan 103.91 249.48 179.91 179.44
Less: Interest Capitalisation 8.47 0.00 0.00 0.00
Net Interest on Long Term Loans 95.44 249.48 179.91 179.44
B: Finance and Other Charges
FinanceCharges 7.32 0.00 0.00 0.00
Bank Charges 1.34 0.22 0.22 0.22
Interest on Consumer Security Deposi 16.13 31.63 31.63 31.63
Total Finance Charges 24.79 31.85 31.85 31.85
C: Interest on Working Capital 54.63 1105.70 56.41 55.35
Total (A+B+C) 174.86 1387.03 268.17 266.64

4.6
4.6.1

DEPRECIATION

The Petitioner has submitted that the actual depreciation expense as per
audited accounts is R465.42 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 1'a NB3IIFINRa G§KS [ 2YYAaakidsg @fafundingzmNE
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 | Deductions| Closing | Depreciation| Permissble
GFA to GFA to GFA GFA Rates Depreciation
considered

Land & Land Rights
i) Unclassified 0.34 0.34
i) Freehold Land - - -
Buildings 51.50 6.31 - 57.81 7.84% 4.28
Other Civil Works - - 7.84% -
Plants & Machinery| 685.62| 464.40 360.35| 789.66 7.84% 57.83
Lines, Cabl¢ 2,020.02 272.76 37.34| 2,255.44 7.84% 167.60
Network etc.
Vehicles - - 7.84% -
Furniture & Fixtures 1.29 1.76 - 3.05 7.84% 0.17
Office Equipments 0.51 0.03 - 0.54 7.84% 0.04
Jeep & Motor Car (0.16) (0.16) 7.84% -0.01
Assets taken ove - - -
from Licenseeq
pending final
Valuation
Total 2,759.12 745.26 397.69| 3,106.69 0.63 229.91
Fixed Asset as pq 1,505.95 1505.95 7.84% 118.07
Transfer Scheme
GRAND TOTAL 4,265.07 745.26 397.69| 4,612.64 7.84% 347.98

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 respecFdR2012-13, which is

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

46.5 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
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4.6.6

Tariff Regulations, 2006 which the Petitioner confirmed in the reply to
deficiency note.

Considering the same philosophy as adopted by the Petitioner, which is also in
line with the approach followed by the Commission in the previous Truing up
Order, and after verifying from the audited accounts for F1.22IB as
submitted by the Petitioner, the net entitlement towards depreciation
expenses claimed by the Petitioner and that approbgdhe Commission for
Truing up of FY 2@-13is shown in the Table below:

Table-: DEPRECIATION EXPENSES FORFINZRs. Crore)

Particulars Tariff Actuals as| Trueup | Approved
Order per Petition upon

audited Truing Up
accounts

Depreciation 336.48 209.23 347.98 348.00

Less: Equivalent amount of

depreciation on assets acquired out 54.95 43.81 43.81 43.81

of the consumer contribution and

GoUP Subsidy

Net Allowable Depreciation 281.53 165.42 304.17 304.20

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 Accounting Standards issued by Accounting Standards Bo#rstitiite
of Chartered Accountants of India. There are certain prior period items, which
have been identified and incorporated in the audited financial statements for
FY202-130 ! OO02dzyiuAy3a {GFYyRINR 6!'{ p0 O6wS@)
Periodt NA2NJ t SNA2R LGSYa FyR /KFy3aSa Ay !
Gt NA2NJ LISNA2R AdSya |INB AyOo2YS 2NJ S
period as a result of errors or omissions in the preparation of the financial
aGrasSySyida 2F 2yS 2N Y2NB  LINA 2 NJ LIS N ;
4.7.2 The Petitioner has submitted that it has recognized B38.25 Crore of prior

periodincomein the audited financial statements for FY12013.
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4.7.3 As regards the prior period expensegbe Commission in its Order dated

4.7.4

4.7.5

October 1, 2014 has directed the Licenseefite 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
period expenses / 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 compilationFuther, the Commission in its deficiency
note has asked th€etitionerto submit the relevant information for FY 2012

13 as well.

The Petitionerin its reply to the query sought by the Commissgubmitted

that the prior period expenses / incomes arecognised in the financial
statements in compliance with the Accounting Standards (AS 5) (Revised) on
WhSG tNRBFAG 2N [2aa F2N) 0KS tSNA2RX
1 O02dzy iAy3d t2f A0ASaQ ¢gKAOK R2Sa y2id NJ
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 accounts. Considering this the
expenses and incomes which ammitted 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 period expenses may be allowed as
stated in the audited accounts which has also received the appmaiviie

CAG.

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 / incomes. The Petition should clearly indicate the head
wise yearwise 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 expenses for any particular
year. Based on the data submitted biyet Petitioner, the Commission after
scrutiny and prudence check shall consider the expenses under the above
head as it deems fit.
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4.7.6 The summary of the prior period expenses approved in the Tariff Order,

claimed by the Petitioner and that approved by the @uission in this Order
for Truing up of FY 2@-13is shown in the Table below:

Table-: PRIOR PERIOD EXPENB¥SOMHBE-OR FY 2@2-13(Rs. Crore)

Particulars Tariff Actualas | Trueup | Approved
Order per Petition upon
audited Truing Up
accounts
Prior Periodncome 0.00 49.25 49.25 0.00

4.8
48.1

4.8.2

4.8.3

4.8.4

PROVISION FOR BAD AND DOUBTFUL DEBTS

The Petitioner submitted that the Commission has not allowed any amounts
towards Provision for Bad and Doubtful Debts in the Tartier for FY 202-

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 wwollectable dues is considered as a normal
commercial practe.

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 for Distribution business.

The Petitioner has claimed R#9.81 Crore towards provision for bad and

doubtful debts for FY 22-13.

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

True up Order for FY 20001 to FY2007-08 dated 2% May, 2013

aA¢tKS

I 2YYA

AaA2y

RANBOU &

GdKS

t SGAGA:

identifying and writing off fictitious arrears and submit a copy of such
0 ST 2 NB (withih Six rhodthsYrand theAdate/ abissue
of Trueup Ordey.

NES LJ2 NJi

Tariff Order for FY 20134 dated 3% May, 2013

Pagel07



T Determination of ARR arhriff of DVVNLfor EY

201516 and Trueup of FY 20123

4.8.5

G!a €101 2F FLIWNRGSR UGN yaLlk NBy(d LIf
debts is hindering allowance of bad debts as an ARR component; the
Commission directs the Licensee to submit ten sample chdeb & HT
consumers where orders have been issued for writing off bad debts,
clearly depicting the procedure adopted for writing off bad debts along
gAOK LRfAOE FTNIYSE2N] F2N Yyl 3Iay3
LIS NXzavithin dree month from the datef issuance of the Order.)

Tariff Order for FY 20145 dated October 1, 2014

GThe 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 Petitionehas submitted that the entitlement towards provision

for bad and doubtful debts has been computed at 2% of the closing revenue
receivables as per audited accounts of FY Zi&owever, it was observed

that the Petitioner has submitted the approach farreation of provision of

bad debts instead of the policy followed by it for identification of actual bad
debts and writing off the sameThe 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 debts at the earliest. In reply to the
same, the Petitioner submitted that it has retgnframed 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 issued
to the 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 Commission for prior approval, which the Petitioner has
not done¢(Emphasis added)

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 writing off old arrears and a copy of the same was
adzo YAGGSR G2 O Kd durigyh@ prbcBedirgs v Yeapach of
ARR and Tariff Petition for FY 2@l It also submittedoy the License¢hat
appropriate directions have been issued to the field units to compile the
sample cases based on such ord€he Commission, in igeficency note
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reiterated that the Petitionehas not submitted any such sample datiatioe
consumer indicating the policy framework for managing bad debts for the
/| 2YYA&aA 2 yFarther, ildSapliad thé agbery the Petitioner requested
the Commission tapprove the policyt has framed for identifying and writing

off old arrears which it has submitted during the proceedings of ARR and Tariff
for FY 20145 and also during the current proceedings.

4.8.6 Regulation 4.4 of the Distribution Tariff Regulations,@6pecifies as follows:

ane®n . +FR YR 52dzo0¥Fdf 5Soday

Bad and Doubtful Debts shall be allowed as a legitimate business expense
with the ceiling limit of 2% of the revenue receivables provided the
distribution licensee actually identifies and writes off lo@thtsas per the
transparent policy approved by the Commissioin case there is any
recovery of bad debts already written off, the recovered bad debt will be
GNBIFGSR | a BrphHasSsuppled O2 YS d¢ 6

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 in the
Tariff Order for FY 2@2-13 had disallowed the claims towards provisidor
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 processes to identify consumers
who are not paying up ahthen 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 writing off
the bad debts is a must for approvaf provision for bad debts. Since, the
Petitioner is yet to satisfy the Commission of the sincere and concerted efforts
G2 O2YLX & gAGK GKS /2YYAadaArAzyQa RANBOI
allowance for bad debts for FY 2813 during the final trung up exercise for
FY 202-13.
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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 issued for writing off deptthe Commission
disalows the claims towards provision for bad and doubtful debts.

Table-: PROVISION FOR BAD AND DOUBTFUL DEBT FORIBYRS Crore)

Actual as Approved
Particulars e per Uity IOup on
Order audited Petition P
Truing Up
accounts
Provision for Bad and Doubtful Debts 0.00 49.47 79.81 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 has also 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 R4,241.98Crore during FY 2@-13 as against R€880.02Crore
approved in the Tariff Order.

4.10.2 The Commission has acceptdte 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 Tariff Regulations, 2006 specifies:
06.10 Provision of Subsidy

1. TheCommission, 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.
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2. If the State Government decides to subsidize any consumer or class of
consumersthe 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 wieh t
relevant provisions contained in these Regulations and the Act. In such a
case, the tariff of the applicable categories may be revised excluding the
subsidy.

3. The Government shall, by notification, declare the consumers or class of
consumers to be ssimlized.

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 consumed by the
subsidized category to the State Government and the @assion. The

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

from such meters and normativeAc G NA 6 dzi A2y f2aaSa 2y

(Emphasis supplied)

he Commission, in its Tariff Ordéor FY 20134 and FY 20145, regarding

additional subsidy requirement has stipulated as under:

G¢KS /2YYAaarzy 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 EM\Rivate 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 factored in the ARR being approved for F¥1 2048¢

4.11.3 With regardto the above matter, the Distribution Licensees have filed an

LILISEFE 0SF2NB GKS 1 2yQofS 1t¢9] 2V
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matter is subjudice, the same approach has been continued by the
Commission as adopted in True up Order dated Rlay, 2013and Tariff
Order1* October, 2014

4.11.4 The Commission, in its Deficiency Note asked the Distribution Licensees to
submit the actual revenue, sales and the through rate for all the categories
and subcategories, essentially for the subsidised categoriespS ®> & w dzNJ
52YSa0A0 Ay [a+x wMc[ afiSpzNBIRIRINGRNs @tnc 2
regard, the Petitioner, in its reply has submitted tteguireddetails

4.11.5 The Commission has considered the actual sales of the subsidised categories,
namely LMVL (a): Consmer getting supply as per "Rural Schedule" and LMV
5: Private Tube wells (PTWir computing the actual subsidy requirement,
which is also same as submitted by the Petitioner. Further, the through rate
for the LMV/1 (a) Consumer getting supply as per '®&@cheduleand 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 the ARR being trued up.

Table-: COMPUTATION OF SUBSIDY REQUIREMENT FORIBYRCrore)

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

(MU) (Rs/kWh) | (Rs/kWh) KWh) (Rs Crore)
LM\£1: (a) Consumer getting
supply as per "Rural 1569.40 6.84 1.84 5.00 785.47
Schedule"
LMV5: PTW 2054.28 6.84 0.96 5.88 1208.46
Total Loss 3,623.68 1,993.94
Subsidy Available 1241.98
Additi_onal Subsidy 751.96
Requirement

4.12 REVENUE SIDE TRUING UP
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NONTARIFF INCOME

412.1

4.12.2

4.13
4131

4.13.2

4.13.3

The Petitioner hasubmitted that the actual notariff income during FY 2@-
13 was Rs.11.83 Crore as compared to R81.14 Crore approved by the
Commission in the Tariff Order.

The Commission has accepted the submission of the Petitioner under this
head and has accordingbhpproved NofT ariff Income of Rsl1.83 Crore for
FY 202-13.

REVENUE FROM SALE OF POWER

The Petitioner has submitted that the actual revenue fresale of power
during FY 20123 is Rs3,990.64Crore (out of which, R$58.19 Crore is
towards delayed payment surcharge) towards electricity saled400994.17
MU against Rg1429.31Crore approved by the Commission in its Tariff Order.

The Commission, in its deficiency note, asked the Petitioner to confirm that
Delayed Payment $tharge has not been double accounted in the total

revenue and further it should also submit the detaileeakup of revenue

FNRY alrftS 2F LRsSNW Ly Aida NBLX &z GKS
t Fe@YSy(d &dz2NOKI NHS¢ KI a v 2atal revenfe/andR 2 dzo f 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 submitted by the Petitioner.

The Commission has accepted the revenuenfreale of power as submitted
by the Petitioner and has accordingly appedvthe actual revenue of Rs.
3,990.64 Crore including delayed payment surcharge as per the audited
accounts for FY 2@-13 towards sales 0fL0,994.17MU. The summary of
revenue approed in the Tariff Order, as claimed by the Petition&d aas
approved by the Commission in this Order for Truing up of FI2-2Bis
shown in the Table below:

Table-: REVENUE FOR FY203 (Rs. Crore)

Particulars Tariff Actual as | Trueup Approved
Order per Petition upon
audited Truing Up
accounts
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Particulars Tariff Actual as | Trueup Approved
Order per Petition upon
audited Truing Up
accounts
Revenue from Tariff including 4429.31 3990.64 3990.64 3990.64
Delayed Payment Surcharge
Non tariff items 31.14 11.83 11.83 11.83
Total Revenue 4460.45 4002.47 4002.47 4002.47

4.14 ARRAND REVENUE GAP/ (SURPLUS) FORFY32ZFTER TRUING UP

4.14.1

Table-: ARR, REVENUE AND GARMMARY-OR FY 20123 (Rs. Crore)

The Aggregate Revenue Requirement for F¥2A@ after final truing up is
summarized in the Table below:

Actual as Approved
. . True-up .
Particulars Approved | per audited Petition upon Truing
accounts Up
(a) (b) (c) (d) (e)

Power Purchase Expenses 5635.68 6256.54| 6953.86 6214.93
Apportionment of O&MExpenses of UPPCL 34.64 0.00
Transmission Expenses 271.73 301.56| 286.15 266.66
Gross O&M Expenses 445.40 585.83| 585.83 571.65
Gross Interest on Long Term Loans 103.91 249.48| 179.91 179.44
Finance Charges 24.79 31.85| 31.85 31.85
Interest onWorking Capital 54.63 1105.70| 56.41 55.35
Discount to Consumers 0.00 0.00 0.00 0.00
Depreciation 281.53 165.42| 304.17 304.20
Prior Period Expenses 0.00 -49.25| -49.25 0.00
Other Misc Expenses 0.00 0.00 0.00 0.00
Provision for Bad and Doubtful Debts 0.00 49.47 79.81 0.00
Gross Expenditure 6817.67 8696.61| 8463.39 7624.07
Less: Employee Capitalisation 44.08 67.22 67.22 67.22
Less: A&G Capitalisation 5.90 20.64| 20.64 20.64
Less: Interest Capitalisation 8.47 0.00 0.00 0.00
Total Capitalisation 58.45 87.87 87.87 87.87
Net Expenditure 6759.22 8608.74| 8375.52 7536.20
Add: Return on Equity 0.00 0.00 0.00 0.00
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Actual as Approved
. . True-up .
Particulars Approved | per audited Petition upon Truing
accounts Up
Less: Nosariff Incomes 31.14 11.83 11.83 11.83
Add: Efficiency Gains 0.00 0.00 0.00 0.00
Annual Revenue Requirement 6728.08 8596.92| 8363.70 7524.38
Revenue from Tariff indDPS 4429.31 3990.64| 3990.64 3990.64
GoUP Subsidy 880.02 1241.98| 1241.98 1241.98
Net Revenue Gap 1418.75 3364.29| 3131.07 2291.75
Less: Additional Subsi®equirement 751.96
Net Revenue Gap 1418.75 3364.29| 3131.07 1539.80

# Apportionment of O&M Expenses of UPPCL has been allowed while computing BST

4.14.2

The Petitioner requested the Commission to consider the revenue side true

up and expense side trugp as per the aforementioned sections wherein the

net revenue gap haseen compuéd at Rs3,131.07Crore.

4.14.3

However, as observed from the above Table, against the gap & F..07

Crore claimed by the Petitioner for truing up of FYL2Q3, the Commission
has worked out the gap of RE,539.80Crore 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 REVENUE REREMENT FOR 2616

5.1 INTRODUCTION

5.1.1 In this section, the Commissidras 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 Tariff Regulations, 2006.

5.2 CONSUMPTION PARAMETERS: CONSUMER NUMBERS, COMRRBOTED
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 factoand 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 the forecast model projects the specific
consumption level (consumptigmer 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 Management
and impact of hours of service.

5.2.3 The Petitioner submitted thathe 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 the connected load
by tariff category. The Petitioner added that thevidion 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 Consumers, Connected Load and
Energy Sales for FY 2016 as submitted byhe Petitioner are shown in the
Table below:
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Table-: CONSUMPTION PARAMETERS SUBMITTED BY THE PETITIONER FI®R FY 2015

Consumer categories No. of Connected load Energy sales
consumers (kW) (MU)

LM\A1: Domestic 4204700 6472078 8128
LM\:2:NonDomestic 268931 679336 964
LM\£3: Public Lamps 1670 36572 155
LM\A4: Institutions 25963 134166 406
LMV5: Private Tube Wells 202902 1511594 2924
LMV 6: Small and Medium Power 53571 467693 733
LM\A7: Public Water Works 5032 79616 349
LM\A8: State Tube Wells 6949 156783 645
LM\£9: Temporary Supply 1872 6416 16
LM\£10: Departmental Employees 19029 67028 99
H\£1: Nonlndustrial Bulk Loads 520 141980 347
H\:2: Large and Heavy Power 2658 855411 2804
H\£3: Railway Traction 9 127670 253
H\£4: Lift Irrigation 42 32573 163
Extra state & Bulk 0 0 0
Total 4793848 10768916 17985
5.2.5 For forecasting the consumption parameters the Commission has adopted the

same methodology as proposed by tHeetitioner 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 2001and 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
Sl. - per UPPCL Order No.| per UPPCL Order No. 16
No = =0eh 2649CUR/L dated July| CUR2/ R-3 dated February

20, 2001) 14, 2014)

1 LMV1: Domestic (Rural) | 72 kWh / kW / month 108 kWh / kW / month

2 | LMV2: Non Domestic (Rura 72 kWh / kW / month 108 kWh / kW / month

300 kWh / kW / month No Change

3 | LMV3: Public Lamps (Rurg|
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Sl
No

Category

Consumption Norm (As| Consumption Norm (As
per UPPCL Order No.| per UPPCL Order No. 16
2649 CUR/L dated July| CUR2/ R-3 dated February
20, 2001) 14, 2014)

4 | LMV3: Public Lamps (Urbaj 360 kWh / kW /month No Change

LMV5: Private Tube Wells

91.66 kWh / KW / month| 137.49 kwWh / kW / month
(Rural)

LMV8: State Tube Wells | 3562.35 kWh / pump / 5343.53 kWh / pump /

(Rural) month month

5.2.7

5.2.8

As

regards consumption norms to be considered for assessment of

consumption of unmetered categories, Regulation 3.1 (3) of the Distribution
Tariff Regulations, 2006 specifies as follows:

It

No.

God & LISNI GKS C¢FNRFT t2fA08 A&aadsSR
to be completed by March 2007, however, based on graaatiies if the
distribution licensee seeks 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. Salderecast for such umetered categories shall be
validated with norms approved by the Commission on the basis of above
dGdzRe OF NNASR 2dzi o6& (KS fAOSyaSSos¢
a2 GKS 12yQofS ! ¢"oNoveryberA2013 in WplzeaH Y Sy (i
239 of 2012 has ruled d&ollows:

G¢KS AaadzS 2F dzy YSGSNBR adzllll e Aa y2
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 e 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
acairate estimation of consumption by unmetered supply. 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
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cannot be postponed indefinitely at the handf distribution licensees.
We direct the Commission to get the required study done by itself through
d2YS SELISNI O2yadzZ Gdtyd Ay | FAESR
5.2.9 With regard to the consumption norms, the Commission in its Tariff Order for
FY 201415 dated October 1, 21 has specified as under:

a A

Gl 26 SOSNE aAyOSs GKS dzy YSGSNBR RI G

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 basis for computation of new
O2yadzYLIIA2Yy y2N¥aDE

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

dHence, the Commission is of the opinion that revising the consumption
norms without validating the same based on detailed and appropriate
study, would not be approgie. 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 narms i
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 Disttilm Licensees for
assessment of consumption norms for unmetered consumers.

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

1 Collection and analysis of data like Distribution -8wision wise
number of consumers where sample meters have been installed,
month wise load of each such consumer maintained in the
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Distribution Suldivisions, montiwise consumption readings of
each sample meter along with number of supply hours per month,
total connected load division wise and month wise, etc.
5.2.11 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 Regiuta Commission (Multi Year
Distribution Tariff) Regulations, 2014 the study for assessment of metered and
unmetered consumers has to be completed by 30.09.2015 and 31.12.2015
respectively. Accordingly, the same would be completed in the stipulated
timeframe.

5.2.12 Hence, the Commission reiterates 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 ElectricityRegulatory Commission (Multi Year
Distribution Tariff) Regulations, 2014 atime 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 metersn urban area as specified below:

Table-: CONSUMPTN NORMS IN URBAN AREA SUBMIBYEDPPCL

Sl. No Category Consumption Assessed
LM\£1: Domestic 155 / kW / Month
LM\£2: Non-Domestic 260 / kW /Month
LM\£6: Small &Medium power 260 / KW / Month

5.2.14

Further, he Commission hasassed an Suo Motu Order on May 11, 2@15

the matter of provisional billing in case Defective metersand Normative
Consumption for unmetered Consumer wherein the Commission has directed
the Licensees to explain as to why revised consumption norms have been
issued inspite of the specific instruction in the Tariff Order for FY -261#
conduct a detailed sty to provide accurate and effective consumption
norms. Furtherjn the aforesaid Ordethe Commissiorhasalso directed the
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5.2.15

5.2.16

5.2.17

5.2.18

Distribution Licensees to submit their proposal regarding the Normative
Consumption for unmetered consumers.

In the above matterthe Commission has passed another Order on May 29,
2015 directing the Licensee to use the normative consumption billing method
for defective meters as per the provisions specified in the Electricity Supply
Code 2005 and with regard to the study for assesent of metered and
unmetered consumers the Commissiordirected the Licensees to complete
the studyadhering to the stipulated timeframe as specified in UPERC (Multi
Year Distribution Tariff) Regulations, 2014.

Further, in the aforesaid Order, the Comnmgs has also directed the
Licensees that before changing / revising any consumption norms, prior
approval of the Commission 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 2015 by multiplyingthe consumption
norms as per UPPCL Orders No. 2648R/L dated 20 July, 2001 and.65
CUR2/ R3 dated February 14, 201ith the appropriate consumption
parameter (connected load or number of consumers).

Further, the Licensees in its ARR / Tariff Petition for FY -2@81Hhave
submitted that they have accounted the number of hours of supply / load
shedding in different areas to estimate the sales for FY 2Bl he Petitioner

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

Table-: Projected Hours of Supply as submitted by the Petitioner for FY

201516
- FY 201516
Sl. No. Description (No. of Hours)
1 Mahanagarg M 21:30
2 District¢ D 17:30
3 Commissionary C 20:15
4 Bundelkhand; B 21:00
5 Rural¢ R 10:00
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5.2.19

5.2.20

5.2.21

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
number of hours of supplgre not 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 hours of supply in the Tariff Structure.

Table-: Hours of Supplyor a Month based on projected Hours of supply
submitted by the Petitioner for FY 20156

FY 201516 (Total No.
of Hours of Supply for
a month)

585
525
608

630
300

SI. No. Description

Mahanagarg M
District¢ D
Commissionary C
Bundelkhand; B
Ruralg R

Q| WIN| -

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 chayge certain
incremental charges from the domestic consumers which should not exceed
2% of the Rate of Charge.

The Commission hereby approves the consumption parameters for F¥1815
as shown in the Tables below. The detailed-sategory wise consumpn
parameters (historical and approved) have been provided in Annexut@
this Order.

Table-: CONSUMPTION PARAMETERS APPROVED BY THE COMMISSION FOR FY 2015

. No. of Connected el

Consumer categories sales

consumers| load (kW)

(MU)
LM\£1: Domestic 4204700 6472078 8128
LM\£2:NonDomestic 268931 679336 964
LM\£3: Public Lamps 1670 36572 155
LM\A4: Institutions 25963 134166 406
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Consumer categories Nek @ | (ClliIEe Esr:'iiy
consumers| load (kW)
(MU)
LMM5: Private Tube Wells 202902| 1511594 2924
LMV 6: Small and Medium Power 53571 467693 733
LM\A7: Public Water Works 5032 79616 349
LM\/8: State Tube Wells 6949 156783 645
LM\£9: Temporary Supply 1872 6416 16
"LM\£10: Departmental Employees 19029 67028 99
H\:1: Nonindustrial Bulk Loads 520 141980 347
H\:2: Large and Heavy Power 2658 855411 2804
H\£3: Railway Traction 9 127670 253
H\A4: Lift Irrigation 42 32573 163
Extra state & Bulk 0 0 0
Total 4793848 10768916 17985
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Table-: NUMBER OF CONSUMERS: HISTORICAL TREND AND APPROVED VALUESIBOR FY 2015
: Computed for FY| Approved for FY]
Consumer categories FY 201412 FY 201213 FY 201314 201415 201516

LM\1: Domestic 2043873 2196490 2322427 2678185 4204700
LM\2:NonDomestic 229087 239590 243723 256016 268931
LM\3: Public Lamps 1345 1457 1463 1559 1670
LM\A4: Institutions 21453 22002 22780 24313 25963
LMM5: Private Tube Wells 182093 187573 194568 198615 202902
LMV 6: Small and MediuRower 47238 48432 48474 50959 53571
LM\A7: Public Water Works 2810 2859 4102 4542 5032
LM\8: State Tube Wells 6252 6312 6489 6715 6949
LM\A9: Temporary Supply 1488 1689 1396 1616 1872
LM\£10: Departmental Employees 15815 16502 16635 17754 19029
H\:1: Nonindustrial Bulk Loads 329 344 456 487 520
H\:2: Large and Heavy Power 2033 2193 2207 2422 2658
H\:3: Railway Traction 3 5 8 8 9
H\A4: Lift Irrigation 38 38 38 40 42
Extra state & Bulk 0 0 0 0 0
Total 2553857 2725486 2864766 3243232 4793848
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Table-: CONNECTED LOAD (KW): HISTORICAL TREND AND APPROVED VALUESIBOR FY 2015

Computed for FY

Approved for FY

Consumer categories FY 201412 FY 201213 FY 201314 201415 201516
LM\1: Domestic 2969853 3347168 3707623 4292223 6472078
LM\2:NonDomestic 533190 591631 615679 646724 679336
LM\3: Public Lamps 22763 29065 31266 33281 36572
LM\A4: Institutions 112697 552910 113397 126293 134166
LMM5: Private Tube Wells 1306201 1362852 1449008 1479399 1511594
LMV 6: Small and Medium Power 421303 430782 423418 445029 467693
LM\A7: Public Water Works 53186 56552 65286 72461 79616
LM\8: State Tube Wells 134198 135834 145908 151241 156783
LM\A9: Temporary Supply 6578 5257 4437 5482 6416
LM\£10: Departmental Employees 48557 58719 50967 63016 67028
H\:1: Nonindustrial Bulk Loads 141122 96945 124873 133144 141980
H\ 2: Large and Heavy Power 646072 725719 730062 789961 855411
H\:3: Railway Traction 43650 96300 115800 121590 127670
H\£4: Lift Irrigation 30232 30232 30414 31467 32573
Extra state &ulk 0 0 0 0 0
Total 6469601 7519966 7608138 8391312 10768916
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Table-: ENERGY SALES (MU): HISTORICAL TREND AND APPROVED VALUEST8OR FY 2015

: Computed for FY| Approved for FY
Consumer categories FY 201412 FY 201213 FY201314 201415 201516

LM\1: Domestic 3330 3602 4102 5361 8128
LM\2:NonDomestic 697 757 825 895 964
LM\3: Public Lamps 82 104 119 140 155
LM\A4: Institutions 308 326 327 372 406
LM\5: Private Tube Wells 1902 2054 2317 2847 2924
LMV 6: Small and Medium Power 595 633 616 680 733
LM\£7: Public Water Works 189 229 268 318 349
LM\8: State Tube Wells 480 525 623 621 645
LMV9: Temporary Supply 17 14 10 13 16
LM\£10: Departmental Employees 79 98 85 91 99
H\-1: Nor-Industrial Bulk Loads 266 238 296 326 347
H\:2: Large and Heavy Power 1917 2080 2248 2533 2804
H\:3: Railway Traction 185 196 216 241 253
H\A4: Lift Irrigation 124 126 143 156 163
Extra state & Bulk 0 0 0 0 0
Total 10170 10983 12193 14593 17985
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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 Licerssae at higher leveland

5.2.26

5.2.27

the major reasons fothe sameis larger number of unmetered connections,
which ultimately leads to disaNeance 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 v#&ous 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 ffreblem 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 Commissairthe

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 uatared consumers to shift to
metered connections the Commission in its Tariff Order for FY-281dated
October 1, 2014has reduced thenergycharge for such consumers who shift
from unmetered to metered category to some extent. Further to discourage
the unmetered connections, the Commission lasoincreased 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, consdering 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 lodde Commission
vide letter no. UEERC / Secy / D(Tariff) /1453 dated October 14,044
directed the Licensees to ascertain the actual load of consumer and accorded
a time period of 3 months to complete such exerces®l till such timefor
suchsub-categories thdariff rate as per Tariff Order for FY 2018 was made
applicable by the Commission. Further, vide letter no. UPERC / Secy / D(Tariff)
/ 15-1839 dated January 28, 2015, the Commission has extended the relief to
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the above categoriesof consumerstill March 31, 2015 and directed the
Licensees to prioritize the exercise and get it completed by March 31, 2015.

Further, the Commission vide letter \APERC / D(T) 20455 dated June 03,

2015 in the matter of Loadscertainmenfor Rural Consumers & Metering$a

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 Oder for FY 20145 hasalso specified that the Cost of meter may be

AYAGALT @
within 6 months of time and the above scheme was made applicable only for

0e

i KS

the consumers who install the meteby March 31, 2015.

[ AOSyasSs$s

Thus, in line with the dir¢ion provided by the Commission in earlier Orders

the Commission has decided to retain the provisions and dithetd.icensee

that that the Cost of meter may be borne initially by the Licensee which shall
0KS O2y adzyS NBisschénfef f

l Redza i SR Ay

would beapplicable only for theinmeteredconsumerswvho install the meters
by March 31, 2016.

5.2.28
5.2.29

02NYyS
5.2.30

0S
5231 Iy NBLIX &

follows:

i 2

0KS

I 2YYAadaaAz2yQa
connectians up to December, 2014, the Petitioner has submitted the details as

TABLE: NUMBER OF UMETERED CONSUMBSSSUBMITTED BY DVVNL

FY 201415
Particulars FY FY FY FY FY FY (Till
200809 | 200910 | 201011 | 2011-12 | 201213 | 201314 December
2014)

LMV¢ 1 Rural Domestic 436889| 525478| 546583| 615188| 607587 616110 698628
LMV¢ 2 Rural Commercia 3058 3297 3492 3556 3953 3326 4800
LM\3 Public Lamps 1158 1138 531 1197 1330 1334 1094
LMMWV5 PTW 102001| 107515| 111334| 117779| 122107| 126241 130527
LM\8 State Tube Wells 4439 4551 4218 4709 4505 4924 4141
LM\9 Temporary Supply 138 29 35 163 239 268 403
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FY 201415
Particulars FY FY FY FY FY FY (Till
200809 | 200910 | 201011 | 201112 | 201213 | 201314 December
2014)
LM\A10 Employees 13820| 15573 13596| 13700 14284 14417 14753
Total 561503| 657581| 679789| 756292 754005| 766620 854346

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 connectionsincea very long time. It may be noted that the
Commission in its Tariff Order dated 3May, 2013 had directed the
Petitioner as follows:

G/ 2YYA&aarzy RANBOGa GKS [AOSyasSsS iz
metering in its licensed area. However, based on the ground realities, if

the Distribution Licenseesks 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 consumption for these categories. Sales forewastidh

un-metered categories shall be validated with norms approved by the

/| 2YYA&aaArz2y 2y GKS olara 2F o020S aidz

5.2.33 However, the Licensee has not submitted any explanation as to why it has not
been able to convert the unmeteredonnections 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 directs 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.

5.2.34 The details of ummetered consumers of the 4 Distribution Licensees, viz.,
DVVNL, MVVNL, PVVNL and PuVVNL for the period fror@aOBY®Rto FY
201415 (till December 2014) are shown in the Table below:
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TABLE: NUMBER OF UMETERED CONSUMERS OF FOUR DISCOMS (DVVNL, MVVNL, PUVVNL

AND PVVNL)
FY 2014
. Fy Fy Fy Fy Fy Fy 15 (
Particulars .
200809 | 200910 | 201011 | 201112 | 201213 | 201314 | Till Dec
2014)
LMVC 1 Rural Domestiq 3461091| 3688734| 3884519| 4108404| 4368890 4716315 5539029
LMVc 2 Rural
G Rura 72090| 84533| 83235| 88172| 96372 100842| 106900
Commercial
LMVE3 Public Lamps 6802|  7233| 7204| 8174| 8969 7131 6492
LMV:5 PTW 745010| 721451| 752153| 765552| 802308| 827654 852340
LMV:8 State Tube Well]  27788| 27458| 27332| 27865| 28325 29420 28974
LMVF9 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 able to comply with the
direction of the Commissiorand 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 the Licensees.

5.2.36

Further, with regard to the abavthe Petitioner in its ARR / Tariff Petition for

FY 20156 has submitted that it has prepared a roadmap for rural metering
and billing for its entire unmetered consumer base. Thadmap for rural

metering submitted by the Licensee hasen specified belw:

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

1 Web enabled online billing system based on cloud computing to be put

in place by June 2015.

1 Payment facility for all consumers through web enabled system with the
help of franclisees and government agencies.
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5.2.37

5.2.38

5.2.39

5.2.40

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

In this regard, he Commission expressing its utmost concedirects the
Distribution Licensees to ensure that all their unmeter@dnsumers of LMV
MOFUO AdSd [/ 2yadzySNE 3ISGOAy3a adzllLix &
into metered connection by December 31, 2015ymnd which the Tariff for
unmetered category of LMM (a) shall be increased by 10%.

The unmetered consumers of LMV category shall be converted into
metered consumers by December 31, 2015 beyaomdich the tariff for
consumers under this category shall Bel YS & GKIFG 27F
O2 y a dzY S N& ¢ -1 cabdoriyas Hefaided in the Rate Schedule provided
subsequently in this Order.

Another important issue highlighted by the Commission in its Tariff Order for
FY 201415 was to increase the distributiometwork of the Licensee and to
cover all the prospective electricity users to become the consumers of the

az2id

Licensee. As per the population census of 2011 conducted by the Census

Organization of India, the total number of residential 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 connections in
the State is only 1.14 Gre.

In this regard, the Commission in its Tariff Order for FY -2@1Hasprovided
additional consumer addition target to the Distribution Licensees to be added
in FY 20145. The relevant extract of the said Order has bepecified as
under:

GThe Commion is of the view that there is a pressing need for the

Distribution Licensees to expand their consumer base by increasing the

overall consumer addition per year. Considering the same, the

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

....... the Commission sets an additional target of 26%., 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 of households in the
Licensees' areas per the 2011 censgs9 YLKl 8A &4 | RRSRO dPdéE

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 FOR R 2015
Target Target
Total NO'. of 70 % of number of | number of
Domestic . ..
Additional Additional Consumers| Consumers
2011 Census| Consumers .
o Households | Household is to be to be
Distribution | Data (No. of (LMW1 . . .
Licensee e to be considered added in added in
covered for target 1st Year 2nd Year
approved for tt FY 2014 | (FY 2015
FY 201415 seting ( ( ;
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 O2YLIX AlLYyOS (42 GKS /2YYAaa

consumer to be added in FY 2018, the Petitioner submitted that from July,
2014 onwards it has been running new connection drives lapndneans of
various campaigns have been successfully able to add considerable number of
consumers within few months. The Licensees submitted the following table
depicting actual no of consumers added and load enhanced by the Licensees
since July, 2014.
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5.2.43

5.2.44

5.2.45

TABLE: ADDITIONAL CONSUMER ADDITION AND LOAD ENHANCEMENT
UNDERTAKEN BY THE LICENSEES THROUGH VARIOUS DRIVES$3SN FY 2014

Particulars New Service Connection provideg Load enhanement done
by the Licensees (In Nos.) by Licensees (In kW)

TOTAL 2402465 304658

*The above figures are at State Level

Further, theCommission has passed Sudotu Order on May 29, 201# the
matter of Provisional Billing in case of defective meters / Normative
Consumption for Ummetered consumers, whereiduring the proceedings the
Licenseesubmitted thatthe connections without meters were also released
during Vidyut Chori Roko Ablly while adding 24 Lakhs of new consumers
during July and August 201due to lack of availability of meters. But such
connections were released to at least ledgerize illegal connections and most of
such unmetered connections have been metered. With regarthe above

the Commission in aforesaid Order has specified as depicted below:

&..However, for the consumers with no metérs. in the case where the
consumers were given metered connection but meters are not yet
installed) the provisional billing ah 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
bill from the consumers without installation of meters

Thus with regard to the abovethe Commission direstthe Licensees than

the case where the consumers were given metered connection but meters are
not installed,the provisional billing shall continue only for a maximum period
of two billing cycles, during/hich the Licensees should ensure the meters get
installed

It may also be noted that the Distribution Licensees by means of various
campaigns have been successfully able to adound 24 lakhconsumers
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
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regard, the Liensees are directed to submit the total number of additional
consumers added in FY 2014 apart from the normal consumer addition
within three month of this Order.

5.3 DISTRIBUTION LOSSES AND ENERGY BALANCE

5.3.1 Based on review of actual performance of the Lemss, 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 voltage distribution losses
into technical loss (i.e., Ohmit 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 the Licettseemplete the
study and submit the report within 3 months of the Order, i.e., by} 8ligust,
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 turnaround of the
Distribution Licensees, which covers the voltage wise loss studies.

534 & LISNJ 0KS OdzZNNByd adl ddza 2F OReYLX Al Yy
petitioner has submitted thathe PFC Consulting Ltd. has submitted a draft
approach paper which is in discussistage. Once the approach paper is
finalized, the Petitioner would submit the same to the Commissibne
Commission is of the view th#ite Petitioner should expedite the process as
the time period allowed for conducting the study was 3 montfAi$e
Commis®on would like to reiterate that the distribution loss proposal of the
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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 study @@t the appropriate target of
distribution losses could be given to the Distribution Licensee.

5.3.5 The State owned Distribution Licensee namely, MVVNL, PVVNL, DVVNL,
PuVVNL and KESCO in their ARR Petition for FY1@(i#®ve projected the
following Distributon Losses for FY 2016:

Table-: DISTRIBUTION LOSS PROJECTED BY THE DISTRIBUTION LICENSEES$6FOR FY 2015

Discom FY 201516
PVVNL (Retail) 22.15%
PuVVNL 23.55%
MVVNL 22.66%
DVVNL (Retail) 32.47%
KESCO 26.66%

5.3.6 The Commission, in its deficiency note, asked the Distribution Licensees to
submitthe actual Distribution losses for FY 2a13 (till December, 2014nd
the reason for variation in the projected losses as per the ARR / Tariff Petition
and as approved in the FRP.

5.3.7 In response to the query of the Commission, Petitioner submitted dag in
respect of actual distribution losses for FY 2A®BA(till Decenber) has yet not
been prepared and the same can be made available only on the annual basis
when the provisional accounts of the licensee are in shape Licensees
further submitted that themajor reason for variation in the Distribution losses
projectedfor FY 20186 and the Distribution Loss considered in FRP is due to
the gap in the funding 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 fundsthe petitioner has not been able to make the
envisaged capital investments for implementing loss reduction schemes and
other performance improvement measures planned in the FRP. However the
Petitioner is in the process of finding new sources of funding fo
implementation of aforementioned measures at the earliest possible to curb
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the distribution losses and bring down the same to the desired level as
projected in the FRP

5.3.8 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 Ministry 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.& FY201516. Also if in
case the actual losses for FY 2d¥3are lower than the committed losses as
per the trajectory, the petitioner has estimated a 2% reduction in the
Distribution Losses each year over the actual loss level of F¥12013

5.3.9 The summary othe actual distribution loss for the past years as submitted by
the Distribution Licensees, 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 Tabbelow:

Table-: SUMMARY OF DISTRIBUTION LOSSES

Actual Actual Actual Actual Actual Approved by A q Projected by

Distribution ctua clua ctua ctua FY 2013 the . pprove Licensees for

. FY 2009 | FY 2010 | FY 2011 | FY 2012 . in FRP for .
Licensee 10 11 12 13 14 Commission FY 201516 FY 2018516 in

for FY 201415 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 tlable-: the actual distribution losses
of the Licensees for FY 20138 are very high as compared to the loss target
approved in the FRP for FY 2dlta Therefore, approving the target losses at
the levels approved in the FRP would not be practically achievable by the
Licensees.

5.3.11 The Commission is of the view that the Distribution Lossédsiction targes
projected by thesomeDistribution Licenseearevery low. As the actual losses
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are very high, thee is ample room to reduce the distribution losses with
appropriate measures. Howevéne Commission has considered the practical
difficulties being faced by the Distribution Licensees in reduction of
Distribution Losses. Distribution Licensee has suleahitthat 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 infrastructurethat contribute to the distribution
lossesDistribution Licensees during the public hearing process and in various
submissiondo the Commission explained the steps undertaken by them to
improve the supply hours and reduce the distribution losses. They also
explained various contributing factors like increased supply hours, new
connections addition drivesetc. The Commission, wie approving the
distribution losgsfor FY 20186 has considered the submission made by the
Distribution Licenses and practicality of the Distribution Loss Reduction
target. TheCommission has also considered ttmmsumersmix, sales mix and
geographtal spreadof the Distribution Licensees and all othetevantfactor
contributing to the Distribution Losses in the supply area of Distribution
Licensees.

5.3.12  Further, the Commission hadsoobserved that theactual Distribution Losses
of Distribution Licasees namely DVVNL aK&SCa@re very high in laghree
years and t would be practically difficult for them to achieve even the
Distribution loss reduction target set by the Commission for FY -281%hus
taking into consideration all the reasons asated above and actual
distribution losslevel of last three years, the Commissiohas approve the
Distribution Lossargets of the Distribution Licensees DVVNL and KESEY

201516 as specified in the table below:

Table-: DISTRIBUTION LOSS APPROVED BY THE COMMISSION FQIre Br ROMNL &
KESCO

o Ac'tual P.rOJected o Approved in | Approved
Distribution | submitted by Licensees for
) i TO for FY for FY
Licensee Licensee FY FY 201516 201415
201314 (Petition) 201516
DVVNL 33.81% 32.47% 28.00% 29.00%
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Actual Projected by Approved in | Approved
Distribution | submitted by Licensees for TO for EY for EY
Licensee Licensee FY FY 201516 201415
201314 (Petition) e IE
KESCO 30.84% 26.66% 23.00% 23.50%

5.3.13 Thus, the Commission directs the Distribution Licensees to put strong efforts

in achieving these Distribution Losses targets in FY-2615

5.3.14

The Commission for the purpose of approving the tamtribution losses
for FY 20186 for Distribution Licensees namely PVVNL, PuVNNL, and MVVNL

has considered the methodologs 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 Licensees as shown in the balue:

Table-: DISTRIBUTION LOSS APPROVED BY THE COMMESIEY 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 Z2H5the

transmission Losses has been considered at 3.59% as proposed by the

Distribution Licensees

5.3.17

owned DistributionLicensees is shown in the Table below:

Based on the above, the approved energy balance for FY-P®1&r the State
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Table-: APPROVED ENERGY BALANCE FOR f% 2015
Particulars PVVNL DVWNL | MVVNL | PuvWNL | KeSCO Co”jg"dat
Retail Sales (MU) 24336.84 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%
Energy at Discom Periphery for
Retail Sales (MU) 30,238.85| 25331.24| 18279.33| 21,808.85 3,800.13| 99458.40
!;)”a'State Transmission Lossel 3.59% 3.59% 3.59% 3.59% 3.59% 3.59%
Energy Available at State
peripheryfor Transmission(MU)|  31,364.85 26,274.49| 18,960.00| 22,620.94| 3,941.64| 103,161.92
!;)ter'State Transmission Losse| 1.65% 1.65% 1.65% 1.65% 1.65% 1.65%
Purchases RequiredBilled
Energy (MU) 31.890.80| 26.715.08| 19,277.93] 23,000.26] 4,007.73| 104,891.80
Total Inter & Intra State 5.18% 5.18% 5.18% 5.18% 5.18% 5.18%
Transmission Losses (%)
Total T&D Losses in Retail Sal¢ 26.68%
(MU) / (%) 755396 8,729.90| 4,842.96| 5756.33] 1,100.63 '

5.3.18

5.3.19

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 and the collection
efficiency are the two critical parameters to evaluate the performance of a
Distribution Licenseand have to be brought to the desired levels, based on
sound and authentic data and study analysis.

Although the Commission while doing the Tt 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 have no direct accountability. The Commission opines that this
methodology of reducing the power purchase costaccount of distribution
losses neither directly affects the officials responsible for achieving the target
loss levels nor does it encourage the employees to strive for achieving the loss
targets for the benefit of the utility.
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5.3.20 Further, it is a common industry practice that the employees achieving or

5.3.21

exceeding their targets are provided with bonus / incentives. Such practice
may be introduced for the officials of the Distribution Licensees so as to
encourage them to assist the iliies to achieve the targeted losses /
collection efficiency. The accountability of achieving the targets should be
assigned to the responsible officials.

In view of the above, Commission its Tariff Order for FY 20456 dated
October 01,2014has direted the distribution Licensee to formulate a
mechanism so as to make their officials accountable by providing incentives or
disincentives for achievement or naathievement of the distribution loss and
the collection efficiency targetsThe relevant extact of the direction of
Commissions given below:

9.3.201In view of theabove,the Commission directs the Distribution
Licensees to formulate a mechanism so as to make their officials
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:

1 Allocation of such distribution loss and collection efficiency
targets to various responsible officials basedcarrent 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 andotlection efficiency, etc.Fixing 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 performace, to achieve results in
the form of reduction of losses. Similarly, holding officials
responsible for various Zone / Circle / Division fstalion wise
revenue related performance parameters such as reduction in
arrears, etc., will help the Distribon Licensees in improving
the cash flows for day to day operations.

Pagel4l



S : Determination of ARR anthriff of DVVNLfor FY

201516 and Trueup of FY 20123

1 Senior officials including Chairman UPPCL, Managing Director,
UPPCL, Managing Directors of all State owned Distribution
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 officials.
1 Regular monitoring of the entire mechanism along with
submission of quarterlgeports to the Commission.
Further, the organisational structure and management system of the
Distribution Licensees are best understood by the Distribution Licensees,
hence, it would be more appropriate that any other important aspect as
deemed necessaryy 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

/| 2YYA&daArzy Ay GKA&a NBIFNRI Klha Ffaz
has agreed to get the MoU signed by dHicials. 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 2 months from the date
of this Order.

5.3.22 The Commission reiterate & directs the Petitioner torfoulate such policy and

5.4
54.1

5.4.2

to sign the MoUs to be implemented at all levels and submit the copy of the
same to the Commission withithree months from the date of this Order.

ENERGY AVAILABILITY

Clause 3.4 of the Distribution Tariff Regulations, 2006 dpsdifat 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.

The Licensees submitted a detailed power pusghalan for FY 20156 in its
ARR Petitiom The Distribution Licensees have submitted that the energy
requirement for FY 201%6 is 108,707 MU, and the same has to be procured
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5.4.3

5.4.4

5.4.5

5.4.6

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 / shaerm contracts with trading companies

and utilities, whichare 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.

For precisely projecting the power purchase quantum and cost for the ensuing
year, theCommission in its deficiency note had sought the sowise details

of the actual power purchased during FY 241 FY 20134 & 201415 (till
December2014) in a specified format. The Commission in the said format
sought monthwise power purchase detailincluding quantum, Fixed Charges,
EnergyCharges, other charges, PLF, Availability, etc.

The Distribution Licensees vide Letter No. 264 / RAU / TF-2®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 Charge

and energycharges, etc. were not been submitted by the Licensees. Further,
the Distribution Licensees also submitted that thewgr 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 this regard, the Licensees have requested the Commission to
accept and admit the Peibns for ARR and Tariff Determination of FY 20&5

to which Commission agreed @uwlirected to furnish the same at earliest.

In this regard, the Distribution Licensees submitted the powerchase
details pertaining to year 2014 (i.e. from January 20dDec 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 breakip of Fixed and thenergycharges has not been
shown and onyf the total billed amount has been shown.

Further, in absence of the required actual power purchase details for F¥ 201
14 and for FY 20125 (April, 2014to December, 2014), the Commission has
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5.4.7

5.4.8

5.5
¢ KS

551

considered the data in respect of power procurement plan piesiin the
ARR / Tariff Petition for FY 2016 and the details provided for 9 monthaf
April 2014 to December 2014s it is the most relevant data available for
projecting the power purchase cost for FY 2415 Suitable modifications,
wherever deemed neessary, have been made by the Commission to arrive at
the approved power purchase cost for FY 20685 The Commission further
directs the Petitioner to provide such data in the 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 projected for the Licensee. The final merit order dispatch showing the
approved power purchasguantum by the Commission for FY 2ali6sis given

in Table-:.

Since, the power purchase expense is the single largest component in the ARR
of a Dstribution 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 generating stations through letegm / shortterm

power purchase arrangements or through biletk power purchase
agreements. Power Purchase cost being arcamtrollable 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 License to claim legitimate variances on account of power
purchase cost.

POWER PROCUREMENT FROM STATE GENERATING STATIONS

[ AOSyaSSaQ {domYAaaAirzyy

Distribution Licensees submitted that the State of Uttar Pradesh has got both
Thermal as well as Hydro generggistations. UPRVUNL owns all thermal
generating stations within the State and theydro stationsare owned by
UPJVNL. The Multi Year Tariff (MYT) Orders issued by the Commission for
UPRVUNL and UPJVNL for their respective power stations for FLQ@0O9
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201314 form the basis for determining the costs for FY 20%4and
thereafter escalations have been considered in the FixedearetgyCharges
for determination of cost for FY 2015.

5.5.2 The computation of cost of power procurement for FY 2@65has leen 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 various Generators to the
UPPCL / Discoms.

5.5.3 Distribution Licensees submitted that the cadtenergy available from State
Thermal and Hydro generating stations has been derived from the tariff
approved by the Commission in Review Order datel @arch, 2012 and the
Trueup Order dated 1% November, 201For the purpose of fixed charges,
whereas for determination okenergycharges actual bills for the period April
to September, 2014 have been considereDistribution Licensee has
considered theFixed andenergyCharge for Anpar® 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 ownedeirhal generating
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 Purchasquantum is considered based on the Acty
Availability for FY 20145 for all power stations. Further a certg
Power improvement in PLF has also been considered as presently some
1 Purchase | ynits are under R&M and wiloon be commissioning again.

Quantum
2. Thereafter, Merit Order Despatchappliedfor projecting the quantum
of energy to be purchased from UPRVUNL.
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S. No. | Particulars Assumption

1. Fixed Charges have been considered as per UPERC's Reviey
Fixed & | dated 14.11.2013 for UPRVUNL for FY 2I0% 201314 plus escalatior
2 Variable in the O&M cost at 4.10% for FY 2013 and FY 20156.

2. The variable charges have been considered as per thel ditsa
raised by UPRVUNL for the period April to September, 2014 including
bills raised for Fuel Cost Adjustment.

Charges

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 | 5 ypJVNL for FY 2000 to 201314
2. NetPower Purchase from Belka & Babail is taken as per the recent
3. Hydro Stations are considered Muat in Merit Order Despatch
2 Fixed & : , ,
Variable The same have been considered as per the actual bills raised by UPJ
the period April toSeptember, 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 20146 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 1.91 733 2.53 974 2.53

Anpara B 1000| 6314| 1.09 691| 1.83| 1,156 2.92| 1,847 2.92

Harduaganj 165 259 2.13 55| 5.10 132 7.23 187 7.23
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Fixed Cost Variable Cost Total Cost
Source of MW MU e Cost
Power Available (Rs./ (Rs. Cr) (Rs./| (Rs. | (Rs./ | (Rs. (Rs./
kwh) kwh) | Cr.) | kwh) Cr.) kwh)

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| 391 126 4.89 158 4.89
Parichha Extn. 420| 2512| 1.28 322| 3.33 837 4.61| 1,159 4.61
Parichha Extn.
Stage |l 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

¢ KS

Total Cost
Source of Power M.W 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 4551195 0.71 84.70

| 2YYAaaArzyQa
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5.5.6 The Commission has analysed the six month details of power purchase as
submitted by the Distribution LicenseesAs tariff of Anpara D is yet to
determine by the CommissionThe Commission has approved the quantum
and the power purchase cost from Anpara @ovisionally as per the
submission of the Distribution Licensee subject to truing 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 e 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. NetPower Purchase Quantum is considered bag
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 . .
1 are under R&M and will soon be commissioning
Quantum . . . :
again. Tie above is in line with the basis adopted b
the Licensee.
2. Further the quantum is approved as per Merit
order despatch principles.

1. Petitioner for estimating the Fixed Charges for H
201516 hasconsidered the UPERC's Review Orde
dated 14.11.2013 for UPRVUNL for FY 20D% FY
201314 plus escalation in the O&M cost at 4.10%
FY 201415 and FY 20156. In absence of the Tariff
Fixed & Variable Order for FY 201436, the Commission has estimate)
Charges the fixed chages for UPRVUNL as per the approac
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 period April to
September, 2014 including the bills raised Foel
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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 considesdsubmitted 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 Quantufrom all power
stations expect Belka & Babail as pert 9 w/ Q ararifa Qrder dated
20.10.2011 folUPJVNL foFY 20090 to 201314, however, the quantum of
the power purchase for power stations of UPJVIdk submitted by Licensees
is different from the power generation approved by the CommissioM¥T
Tariff Order dated 20.10.2011. The Commission has approved the net Power
Purchase Quantum form all power stations expect Belka and Babail of UPJVNL
as per UERC's MYT Tariff Order dated 20.10.2011 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 approved cost of
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power purchase from UPRVUNL and UPJVNLrafemeg stations for FY 2015
16 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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5.6.1

5.6.2

POWER PROCUREMERDOM CENTRAL GENERATING STATIONS

[ A GdwiiaseHB a Q

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
12" November 2010 Ly GKA & OANDdz F NE !'tt/ [ Q:
allocated share from unallocategliota 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.

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 (Texn€@nditions

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 beemlerived from the power purchase / banking / trading
agreements and tariffs approved by the Central / Appropriate Commissions.
Further, wherever the Tariff Orders for FY 2dBhave not beenssuedthe

Pagel51



J'C!. 1 1-,
/"H\ e
jl
““”“"’ Determination of ARR anthriff of DVVNLfor FY

201516 and Trueup of FY 20123

f,ﬂ.

tariffs for FY 20145 have been escalated by 4.10%case of fixed carges,
6.00% in case of energhargedor coal based stationand 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
Tables:

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 considerebleingthe average of the PLF recorded &
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 d Power from various central generating
stations for FY 20145 both firm and unallocated quota
has been considered as per the NRPC circular (NRPC/
103/ 02/ 201415) dated 12.11.2014.

2 Fixed Charges 1. Fixed charges are computed after consideringstéie's
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, thefixed charges have
been projected by escating the O&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 Order Dispatt.

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 generati
stations for FY 20126 both firm and unallocated
guota has been considered as per the NRPC circul
(NRPC/ OPR/ 103/ 02/ 201%) dated 12.11.2014

2 Fixed Charges Fixed charges are computed after considering UP
state's allocated share in respective povpdant 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 escalatin
the O&M component and considering the other
component of Fixed Charges at same level.
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3 Variable Charges Variable cost is considered as per the recent energ
bills raised for the period April to September, 2014

Table-: ASSUMPTIONS FOR POWBRCHASE FROM NPCIL 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,

capacity factor and UP statesbare 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(011-12, 201213

and 201314). Capacity factors are sourced from
official website of NPCIL.

2 Tariff 1. Variable cost is considered as per the recent ene
(Single part) bills raised for the period April to September, 2014

564 ¢KS [ AOSy asS stipewerdpaahasaddram IRTYPC, NHPC and NPCIL
generating stations for FY 204156 is provided in the following Tables:

Table-: DETAILS OF POWER PURCHASE COST FROM NTPC STATIONSIBORSFY2015
SUBMITTED BYISTRIBUTION LICENSEES

A

MW Fixed Cost Variable Cost Total Cost verage

Source of _ Cost

Power AL (Rs./ (Rs./ (Rs./ (Rs./

ble ’ Rs. Cr. i Rs. Cr. ’ Rs. Cr. ’

kwhy | B8y | RS- C) iy | RS-CH ivn)
Anta 119 813| 0.74 59.77| 3.26| 264.85| 3.99 324.62 3.99
Auriya 244 | 1640| 0.56 91.16| 4.36| 715.10| 4.92 806.26 4.92
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MW Fixed Cost Variable Cost Total Cost Average
Source of _ Cost
Power Availa| MU (Rs./ (Rs./ (Rs./ (Rs./
ble KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh) (Rs. Cr.) KWh)
Dadri
84| 613| 0.86 52.51| 4.15| 254.08| 5.00 306.58 5.00
Thermal
Dadri Gas 272 1925| 0.57| 109.54| 4.17| 802.39| 4.74 911.94 4.74
Dadri : 150| 1097| 1.62| 177.49| 3.92| 430.34| 5.54 607.84 5.54
Extension
Rihandl 373| 2661| 0.82| 217.11| 1.76| 467.63| 2.57 684.74 2.57
Rihandll 348 | 2478| 0.95| 234.71| 1.79| 443.78| 2.74 678.48 2.74
Singrauli 849| 6151| 0.54| 332.64| 1.32| 809.26/ 1.86| 1,141.89 1.86
Tanda 440| 3136| 1.05| 330.58| 3.52|1,105.20| 4.58| 1,435.78 4.58
Unchahatl 258 | 1927| 0.87| 166.98| 2.91| 560.81| 3.78 727.79 3.78
Unchahatll 153| 1145| 0.90| 102.56| 2.86| 327.41| 3.76 429.96 3.76
Unchaha#lll 75| 560| 1.37 76.89| 2.86| 160.14| 4.23 237.03 4.23
Farakka 33| 217| 0.86 18.56| 3.65 79.03| 4.50 97.59 4.50
g:r:algaon 77| 528| 0.96| 5056 2.98] 157.24| 3.94| 207.80] 3.94
Kahalgaon
St.|l Ph| 251 | 1729| 1.22| 211.65| 2.81| 486.12| 4.04 697.77 4.04
Koldam 95 414 1.56 64.57 - -| 1.56 64.57 1.56
(Hydro)
Rihandlll 377| 2691| 1.32| 355.96| 1.82| 491.06| 3.15 847.01 3.15
Total 4197| 29724 2,653.23 7,554.41 10,207.65 3.43
Table-: DETAILS OF POWER PURCHASE COST FROM NHPC STATIONSIBORSFY2015
SUBMITTED BY DISTRIBUTION 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
Chamerall 86| 393| 1.36| 53.50| 1.70| 66.80| 3.06| 120.30 3.06
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Fixed Cost | Variable Cost Total Cost
Source of MW MU Cost
Power Available (Rs./| (Rs. |(Rs./| (Rs. | (Rs./ (Rs. Cr) (Rs./
kwh)| Cr.) | kwh)| Cr.) | kWh) kWh)
Chamerall 62| 283| 2.00| 56.55| 2.20| 62.20| 4.20| 118.75 4.20
Dhauligangg 75| 282| 1.10| 31.15| 1.45| 40.99| 2.56 72.14 2.56
Salal 1&ll 48| 252| 0.60| 15.20| 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-1I 25| 111| 4.98| 55.11| 1.75| 19.40| 6.73 74.50 6.73
Parbati STl 160 0 - - - - - -
ﬁlarbat' ST 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 STATIONSIBORSFY2015
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
#3&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 /2YYA&aaArz2yQa !'ylftearay

5.6.5

It has been observed that so far thariff of NTPC and NHPC stations have not

been determined by the CERC for FY 208%s per new Tariff Regulations
notified by CERC for the period FY 2Qb4to FY 20189. Considering the
same, the assumptions considered by the Commission while approving the
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power purchase quantum and cost from the NTPC, NHPC and NPCIL Stations
are given in the following Tables:

Tale -: ASSUMPTIONS OF POWER PURCHASE FROM NTPC AS CONSIDERED BY THE
COMMISSION

. No. Particulars Assumption

Power Purchase Quantun 1. Net Power Purchase Quantum has been derived as a
product ofNB a4 LISOG A @S L2 g SNJI LI |
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 allocatd Share in respective power plant and fixe|
cost approved as per CERC order for respective power
plants.TheFixed Charges applicable for FY 2043are
considered for FY 20185 without any escalation.

2. Incentive has not been considered while computimey
Fixed Charges as done in the computations of the

Licensees.

Variable Charges Variable charges have been considered as provided by
Licensees in ARR / Tariff Petition for FY 2D4.5

Koldam Hydro With no precedents, the quantum and cost Haeen

considered same as submitted by the Licensees.

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM NHPC STATIONS AS CONSIDERED BY Tt
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
Commission has calculated the energy sourced f
each of the plant.

2. Power sourced from these NBMplants has bee
considered as mustun in Merit Order Dispatch.

4. Allocation of Power from various central generat
stations for FY 20145 - both firm and unallocateq
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 fixed cost approved by as per C
Order for respective power plants. The Fixed Cha
applicable foiFY 20134 have been considered for |
201516 without any escalation.

3 Variable Charges 1. Variable costshave beencalculated as per CEFR
Regulations which is 50% of the Fixed chal
(excluding incentive).

4 Power Purchase
guantum and cost
from Pralati ST &
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 Energy till upstream Prala#tiis
commissioned

2. URMIl capacity has been considered as 240 M\
plant is fully commissioned

Table-: ASSUMPTIONS FOR POWER PURCHASE FROM NPCIL STATIONS AS CONSIDERED BY TI
COMMISSION

S. No. Particulars Assumption
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S. No. Particulars Assumption
1 Power Purchas¢ 1. Net Power Purchasguantum has been derived &
Quantum a product of respective power plants MW capac
capacity factor and UP State's Share in respeg
power plant.

2. Capacity factor has been considered to be

average of the capacity factor recorded at respect
power statons for the last three years (20413,
201314 and 201415). Capacity factors are sourc
from the website of NPCIL.

3. Power sourced from these NPCIL plants has [
considered as Mustun in Merit Order Dispatch.

2 Tariff 1. As providedn ARR / Tariff Petition submitted k
(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-: APROVED COST OF POWER PURCHASE FROM NTPC STATIONS-E®R 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 STATIONSE®OR 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 Table below:

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
Quantum

Net Power Purchase Quantum is derived as a prod
of respective poweplants MW capacity, capacity
factor and UP state's share in respective power pla

2 Tariff (Single part &
Two part)

2014

Fixed and/ariable cost is considered psr power
purchase agreementsr the recent energy bills raiseq
for the period April to Septendy,

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 thermal power station the cost has been estimated on the
basis of cost plumodel 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 IPP / 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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MW Fixed Cost Variable Cost Total Cost B
Source of Power Avail | MU (Rs./ (Rs./ (Rs./ Rs./
able ' Rs. Cr. ' Rs. Cr. ' Rs. Cr. '
kwh) ( ) kWh) ( ) kWh) ( ) kWh)
Roga Power 600| 4066, 1.70| 689.88| 4.33|1,758.69| 6.02| 2,448.57 6.02
Project
Rosa Power
. W 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 / JSisce the tariff of the new
power plants of the Lalitpur and Bara are yet e determined by the
Commission,the Commission provisionally approves tfiged and energy
chargesof these plants as per the submission of the Distribution Licensee
subject totruing 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 as Mustun in Merit Order Dispatch.
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S. No. Particulars Assumption
2 Tariff (Single part &wo 1. Fixed and variable charges are considersd a

part) for IPPs / JVs

provided in ARR / Tariff Petition submitted by thg¢
Licensees for FY 2015.

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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5.8.1

[ AOSyaSSaQ {dowYAaaArzyy
tKS [AO0SyasSsSaqa
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: STAGENKRATION FACILITIES, SOLAR AND

OTHER SOURGHS3R FY 20186

Fixed Cost Variable Cost Total Cost A\E:e:;l?e
Source of Power| MU (Rs./ Rs (Rs./ (Rs./
i ' i Rs. Cr. i Rs. Cr.)| (Rs. / kWh
why | cry | kwhy | BSC) awny | (Re- G (Rs.THWN)
Captiveand | ,geg 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| 10538  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, based on availability, 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

considered the quantum from captive and cogeating 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 rate from solar energy sources to be niane t
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 solar energy as
Rs. 11.09 / kWh.
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5.8.4

5.8.5

Further, alhough 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) Regulations, 2010 specifies that during Emmemcial
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 procure
renewable energy in accordance witRegulation 4 of the UPERC (Promotion

of Green Energy through Renewable Purchase Obligation) Regulations, 2010
as amended from time to timeluring FY 20186 to meet their obligation.

Based on the above, the approved power 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-SENHERBOION FACILITIES AND

SOLAR ENERGY SOURCES FOR H¥% 2015

Fixed Cost| Variable Cost Total Cost A‘?(:Z?e
fP M
Source of Power v Rs 1T Rs.[ Rs. 7] o "o TR T] oo 7 Rs.]
kwh) | Cr.) | kwh) "1 kwh) T kWh)
Captive and Cogen
2,865.00 4.90| 1,403.05| 4.90 1,403.05 4.90
Solar Energy 84.00 11.81 99.19| 11.81 99.19 11.81
NVVN Coal Power 35262 3.00| 105.38| 3.00 105.38 3.00
Total 3300.62 1601.59 1601.59 4.85
59 POWER PROCUREMENT FROM BILABERIRCES
¢tKS [AOSyaSSaQ {ddYA&aaA2YY
591 ¢KS [AOSyaSSQa adomyYAiaarzy 27F L}2éSNJ

201516 is provided in the Table below:

Table-: DETAILS OF POWER PURCHASE COST FROM INTER&¥SWNELE (BILATERAL &

PXIL) / Ul AS SUBMITTED BY DISTRIBUTION LICENSEES

Source of Power MU Fixed Cost Variable Cost Total Cost

Average
Cost
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(Rs./
kwh)

(Rs./ | (Rs.| (Rs./
kwh) | Cr.) | kWh)

(Rs./

(Rs. Cr.) KWh)

(Rs. Cr.)

Inter system

exchange (Bilaterg
& PXIL) / Ul 441633 5.04| 2,223.62| 5.04| 2,223.62 5.04

Total

441633 2,223.62 2,223.62 5.04

5.9.2

5.9.3

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 201415. 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 ofirhe, the Licensees are required to
purchase the power at the rate more 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 shmild

be more than the specified ceiling limit.

Considering the above, the approved power purchase from bilateral sources
for FY 20186 is provided in the Table below:

Table-: APPROVED COST OF PORIHRCHASE FROM INTER SYSTEM EXCHANGE (BILATERAL

& PXIL) / UI
Fixed Cost Variable Cost Total Cost A\gs(;e;qe
Source of Power | MU Rs./ | R Rs./ Rs./ Rs./
SH SH SH S SH
wh) | cr) | kwhy | BSCR | RS CR pwny
Inter system
exchange (Bilaterg
& PXIL) / Ul 441633 5.04| 2,223.62| 5.04| 2,223.62 5.04
Total 441633 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 thatany quantum of power purchased from emergency /
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other sources should be 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 SUREeREBRGE

5.10.1 A ReviewPetition No. 893/2013ad been filed by the UPPCL, MVVNL, PVVNL,

Puwvbw[ > 5++xb[ 9 Y9{/2 Ay GKS YIGGSN 27
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®eWetitionNo. 848/2012in the matter

2F a! LI AOlLoAfAlGe 2F CdzSt 3 t 26SNJ t dzNX

notified vide GOUP notification no. UPERC/Secy/Regulation/240
MNdnp ®PHAMHE

5.10.2 In the matter of Petition No. 893/2018 WS @A S g 2 F mifdt Buel &S OK | y A
t 2SNt dzZNOKFasS /2ad ! ReadzaldYSy il ,the2 Ny dzf |

Commission vide its Order dated "®30ctober, 2013 gave direction to
Petitioners to submit details on various issues along with its detailed proposal
on the same. Furthe as 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 2&h
October, 2014 reminded the Petitioners to submit itsaitd proposal in view
of the directions given by the Commission in its Order dated Z3ctober,
2013.

5.10.4 Subsequently the Petitioners vide its Letter No. 3135/RAU/FPPCA dated 29
December, 2014 submitted their proposal. The detailed proposal on various
isaues as submitted by the Petitioners is extracted below for reference:

Pagel69



Determination of ARR anthriff of DVVNLfor FY
201516 and Trueup of FY 20123

0A - 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 based on thawerage billing rate (ABR)
Since various category of consumer have different average billing rate,
therefore uniform distribution of FPCA will lead to nesmiform
percentage distribution over different category. In order to avoid-non
uniform percentage distribution of FPPCA it seems most appropriate to
distribute FPPCA over different category in the ratio of their ABR in such a
way thatpercentage increase across all the categories remains the same.

B - Disallowance of power purchase from few costlier sources with
whom licensee has long term agreement:

In Power Purchase Plan approved for FY ARl Zower purchase from
following sourceshas been disallowed by the Commission, whereas
licensee has long term agreement with these sources:

1- NTPC, Auraiya 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 thacft that the Commission has
approved Power Purchase Plan-gg¥213) on the basis of MYT (2609
14) generation figures for state owned thermal generating stations. The
Commission has not taken into account the past trend of generation from
these state owné thermal generating stations.

Owing to the fact of long term agreement with few of the disallowed
sources, in FY 20413, the existing provision of not allowing FPPCA for
power purchase from unapproved sources will lead heavy financial loss to
the license.
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C- FPPCA may be allowed on power purchase from Ul & unapproved
sources:

As regard to the issue of allowing FPPCA on power purchase from Ul &
unapproved sources, Commission has directed the licensee to file reply as
directed in its order dt. 17.12.2012 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 peric@QEhto 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 & unapproved purchases

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. 30.06.2014, it is submitted that the
variation in power purchase cost due to Ul & unapproved sources may
also be covered under FPPCA.

D - For the purpse of recovery FPPCA, power purchase cost may include
all bills raised by the generators instead of bills paid and credit received
by the licensee:

With regard to this issue it is humbly submitted that the submission made
in petition no. 848/2012 seems é$iafent and does not need further
elaboration.

E- Date of applicability of FPPCA:

The issue with regard to the date of applicability of FPPCA has been
settled by the Commission vide its letter no. UPERC/D(T)RALL20T2

dt. 30.10.2012. Therefore, nturther submission is required in this
NE3II NR®E
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5.10.5 The relevant provisions of the UPERC (Terms and conditions for Determination
of Distribution Tariff), Regulations, Amendment No. 3 of 2012 are reproduced
below for reference:

Quote
Gcddp CdzSt | ysRCobt AdjuStiNént (FRRTAK |

1. Recovery Periodicity (Cycle):

The cycle will be quarterly. The FPPCA for the quarter ending March will
be calculated in next quarter i.e. up to June when the data/ bills from
generators/suppliers and sale of energy data fdwe tquarter 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 which woi R 6S A&dadz2SR o0& F aSLINGsS 1/ 2
consumers. The formula is as follows:

Step (A) Determination of Difference between Actual and
Approved Power Purchase Cost in a quarter

Po= (PactuarP approved

Where

P> = Difference in Actual add LILIN2 SR t 2 4 SNJ t dzNOK I & €
Pacwar I ! Olidzk £ /280 2F t 268Nt dzZNOKF &as§ o
P approved ' 1 LIIINBOSR /2a0 2F t 26SNJ t dzZNOK]|

Step (B) Determination of (E ) Energy billed (in 8) in a quarter
after considering approved T&D losses.

Actual pover purchased during the quarter (MUsX(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 fedhconsumers
each month of the quarter

Ctt/! OWWERYOAGOOD T Ot

2. The variation in power purchase cost due to Ul and other unapproved
purchases shall not be covered under FPPCA.

3. For the purpose of recovery of FPPCA, power purchase cost sindd incl

all the bills paid and credits received by the distribution licensee, to the
suppliers of the power, during the 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 and in case of unmetered consumers, it
shall be recoverable based on estimated sales to such consumers,
calculated in accordance with such methtodyy / 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 next place.

6. In case of negative FPPCA, the credit shall be given to the consumers
under the FPPCA head, so thhie base tariff determined by the
Commission effectively remains the same.

7. The Distribution licensee shall submit details in the stipulated format to
the Commission on a quarterly basis, the FPPCA charged and, for this
purpose, shall submit such detaibf 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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Provided that the above submission madethe Commission must be
certified by a Chartered Accountant.

Provided further that the FPPCA applicable for each month shall be
displayed prominently at the collection centres and the offices dealing
with consumers and on the internet website of the Distidn 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, FPPGHl &le 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 shadolthe same as

per the provisions of Section 65 of Electricity Act 2003. It shall be the
responsibility of the licensee to seek prior approval of the State

Government in this regard and maintain appropriate record of the same.

10. The Commission may howesuitably modify / change the proposed
formula / procedure or adopt a different formula / procedure for the
FaasSaaySyad 2F ¥FdzSt adzZNOKFNHS AF Al O

Unquote

5106 ¢KS /2YYAaaAirzyQa @AS¢g 2y S| Oditogers G KS L
is discussed in the following paragraphs.

A - Differential distribution of FPPCA over different category of consumers:

5.10.7 The Commission in its Regulations had approved the formula for computing
FPPCA which results in uniform charge / unit fothelconsumers 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
havingcategorisation of the consumers.
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5.10.8 In regard to the same and to have a differential distribution of FPPCA over

5.10.9

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 categories remains the same.

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 APPC
charge for each consumer category otherwise the same would defeat the
purpose of having 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 distribution of FPPCA. Such-catiegories would then
again have further subategories. The Commission has analysed such issue
and is of the view that going beyond the broader categ®iie. LMV to H\V4

as defined in the Rate Schedule would be an endless task. In view of 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 caegories in the ratio of their approved ABR for the respective financial
year in such 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 Orde

B- Disallowance of power purchase from few costlier sources with whom
licensee has 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 Régusa

the variation in power purchase cost due to Ul and other unapproved
purchases are not allowable to be recovered under FPPCA. In regard to the
same, the Commission in its Order datedd@@ctober, 2013 had directed the
Petitioners to submit the detald computation of the FPPCA formula for at
least a year, along with the details of quantum, 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 FPPGAingofor 3
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quarter from January, 2013 to September, 2013 under the following two
scenarios:

a) FPPCA working excluding Ul & unapproved purchases.
b) FPPCA working including Ul & unapproved purchases.

Based on the same the Petitioner submitted that there isss lof Rs. 457.5 Crore
to the Distribution Licensees in terms of FPPCA for only three quarters.

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 basedn the approved losses and thus the additional power
purchase cost under FPPCA does not account for the inefficiencies of the
Distribution Licensees but are to cater the additional electricity requirement.
As it is the power purchase cost is uncontrokabhd also depends ion the
demand on the real time bas@d would anyhow be allowable at the time of
truing up at normative loss level, hence the Commission allows the
Distribution Licensees to consider the variation in power purchase foost
the source which have not been considered in Tariff Ordemper merit order
dispatchprinciple 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 acuoat of short term power purchase and
power purchase through Ul adjustment since it would 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 impachef t
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 recovergpf 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 The Petitioners in Petition No. 848/2012 have submitted that the provision 3

5.10.13

5.10.14

5.10.15

5.10.16

of Regulation 6.9 (2) of Distribution Tariff Regulations seems to be
contradictory tothe established tariff principles which allows power purchase
cost (on billing basis) to 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 calculatingFCA.

Petitioners submitted that many times UPPCLscBins 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 fueand power purchase cost. Petitioners have requested
the Commission to allow considering power purchase cost as per the bills
received(instead ofpaid) 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 based 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 thditPe@ers to consider the
power purchase cost for FPPCA computation on billed basis instead 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/201227 dated 3th 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) Determination o 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 (Rs.efro

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)
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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 thguarter

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 Tdf Order for 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 sourcésa# not be covered 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 periadhich 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 and in case of unmetered consumers, it shall be
recoverdle 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 paisa after rounding off to the
unit place.
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6. In case ofegative 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 shall submit details to the Commission on a quarterly
basistowards the 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 quartemlong with 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 apable for each 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 su
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 adito 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 resipdity of the 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 / ptedure for 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, theprojected monthly power purchase
requirementis provided in Annexure of this Order, which is derived from the
monthly power purchase submitted by the Licensees. The monthly power
purchase quantum has been wkad out excluding 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 regula
manner as 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 paghirough to the consumes, however, 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
adversely 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 Revenuegiteement (ARR) 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 thioaddli
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 licenseest ttiey should 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 additonal Power 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 otheousces along 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 (kl\-\;\?h)/ (Rs. Cr.) I(<I\:j\7h)/ (Rs. Cr.) (kl\:j\jh)/ (Rs. Cr.) (kl\:‘;\jh)/
Procurement ofpower from State Sector Generating Stations
Thermal Stations
Anpara A 630| 3,848 0.63 241 1.91 733 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 1,000f 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 3.91 126 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 1.81 507| 3.23| 1,067 503| 1665 5.03
Stage I
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- 5933| 28482 3324 7201 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
Matatila 20 53 0.70 4 0.70 4 0.70
Obra (Hydel) 99 260 0.68 18 0.68 18 0.68
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Fixed Cost Variable Cost Total Cost
Source of MW MU Cost
Power Available (kl\-\;\jh)/ (Rs. Cr.) li?/\?h)l (Rs. Cr.) (k|\?/\7h)/ (Rs. Cr.) (kl\-\;vsh)/
Rihand 255 670 0.60 40 0.60 40 0.60
JGC Power 14| 36| 231 8 2.31 8| 231
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
SUbTOt?I own 6388| 29678 3,412.25 7,291.02 10,703.27 3.61
generation
Procurement ofpower 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
DadriExtension 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
Unchahall 153| 1,145 0.90 103 2.86 327 3.76 430 3.76
Unchahall 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
E?ﬁa'gaon Stll 51| 1,729 1.22 212| 281 486 4.04 698|  4.04
Koldam (Hydro) 95 414 1.56 65 - - 1.56 65 1.56
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
Chamerall 86 393 1.36 53 1.70 67 3.06 120 3.06
Chamerall 62 283 2.00 57 2.20 62 4.20 119 4.20
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Fixed Cost Variable Cost Total Cost
Source of MW MU Cost
Power Avallable (kl\-\;\?h)/ (Rs. Cr.) li?/\?h)l (Rs. Cr.) (k|\?/\7h)/ (Rs. Cr.) (kl\-\;vsh)/

Dhauliganga 75 282 1.10 31 1.45 41 2.56 72 2.56
Salal &Il 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 STl 104 383 1.41 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 - - 3.12 189 3.12 189 3.12
RAPP#5&6 115 802 - - 3.86 310 3.86 310 3.86
SubTotal
NPCIL 362 2343 760.01 760.01 3.24
NATHPA JHAK
HPS 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 - - 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 - - 4.00 63 4.00 63 4.00
Wangtoo
VISHNUPRAYA 352 1,623 1.01 164 1.40 227 2.41 391 2.41
TEHRI STAGE 419| 1,811 1.88 340 2.58 467 4.46 808 4.46
Rosa Power 600| 4,066 1.70 690| 433 1,759 6.02| 2449 6.02
Project
Rosfa Power 600| 4,066 1.70 690 4.33 1,759 6.02 2,449 6.02
Project
Bara 1,188| 1,115 - - 3.20 357 3.20 357 3.20
Anpara 'C' 1,100| 7,015 1.19 834 2.71 1,900 3.90 2,733 3.90
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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.
awhy | B awny | RSCOEwny | RSC
IGSTPP
o 51 358 1.61 58 4.39 157 6.00 215 6.00
Jhajhjhar
Bajaj
) 450| 2,982 2.25 671 471 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
IPP/IV 8032 | 35953 5100 10322 15423 4.29
Captive and .| 2,865 ; .| 490 1403 490  1,403]  4.90
Cogen
Inter system
eXFhange - 4,416 - - 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 |
Coa S| 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.) S\j\?h/) (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
Parichha Extn. 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

Pagel86




|5l |E|
o Determination of ARR arithriff of DVVNLfor FY
201516 and Trueup of FY 20123
Fixed Cost Variable Cost Total Cost AEEEE
Source of Power M.W MU Cost
Available
(kF\j\'/sh)/ (Rs. Cr.) I(<F\§\7h/) (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 1,144.51| 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
TALAPOWER 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 & Other Sources

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 Tabéow:
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 | ParbatiSTII 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 | Captiveand 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 | Ppiaviothers Merit 5.04
70 | Harduagunj UPRVUNLThermal Merit 5.10
5.12.2 The Commissiorallows Licenseeto procure powerto meet demand on real

time basisfollowing the merit order dispatctprinciples However Licensee
should seek the priopermission 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 / kWhLicensee should endeavour to optimise power purchase cost
using economicprinciples and follow nerit order dispath while procuring
power from all the sources.

5.13 ANNUAL REVENUE REQUIREMENT OF DVVNL FOR1eY 2015

5.13.1

5.13.2

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 as per the Regulations, the ARR Petition should
contain details of estimated expenditure and expected revenue that it may
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5.13.3

5.13.4

5.13.5

5.13.6

5.13.7

recover in the ensuing financial yeat the prevailing rate of Tariff. The
Petitioner further submitted that the Distribution Tariff Regulations, 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 Supply Business takes place, ARR proposals for
Wheeling and Retail Supply Business shall be prepared based on an allocation
statement as per the best judgemeaf the Distribution Licensee.

The Petitioner submitted that the Distribution Tariff Regulations, 2006 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, variation of power purchase unit costs, etc.

The Petitioner submitted that Tariff Order for FY 2@®/is the first Order
issued by the Commission in accordanwith the Distribution Tariff
Regulations, 2006. In this Tariff Order, the Commission used allocation
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 business has not yet been completed.

The Petitioner further submitted that it has filed the current ARR Petition in
strict compliance with the Distribution Tiff Regulations, 2006.

The Petitioner submitted that the cost elements of ARR have been estimated
based on the provisional waudited accounts of FY 2043 and expenses
available for FY 20145.

The Commission has analysed all the components of theeggtg Revenue
Requirement (ARR) to arrive at suitable values. As per the Distribution Tariff
Regulations, 2006, the ARR comprises of the following components:

a) Power Purchase cost
b) Transmission Charges
c) SLDC Charges
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d) Operation and Maintenance Expenses
1 Employe 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

5.13.8 The detailed analysis of each and every element identified above is presented
in the subsequent sections.

5.14 POWER PROCUREMENT COST

5.14.1 The Petitioner submitted that the total inteBtate transmission charges
payable by UPPCL to PGCIL has been projected to. R&Rs71 Crore in the
ensuing year. The PGCIL charges consequent to-Stéde transmission is
being levied on energy procured from NTPC, NPCIL, NHPC, SJVNL, Tehri, TALA,
etc., and these charges have been incorporated in Power Procurement Cost.

5.14.2 The Petioner submitted that while considering power procurement to meet
GKS {01384 NBIdZANBYSyiliz f2aa8a SEGSN]
Region PGCIL system, need to be accounted for. The availability of power for
the Petitioner (i.e., at UPPCL syst boundary) from these sources gets
reduced to the extent of these losses and the Petitioner has accordingly
incorporated them while drawing up the energy balance and merit order
dispatch for meeting the State requirement.

5.14.3 The Commission has run the meoitder Dispatch schedule for power purchase
for FY 20186 after considering the availability of power. The power purchase
guantum and cost approved by the Commission for FY 2AG15 depicted in
Table-.
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up the power purchase costs to include PGCIL losses-Gtdge transmission

losses).

5.14.5
power purchase quantum as detailed in the Table below:

TABLE: APPROVED PGCIL CHARGES FOR HA¥ 2015

The Commission has projected th&@IL charges on the basis of approved

Particulars Derivation SUCalSTe

Approved
Projected PowePurchase by Licensee (M A 108,707.15
Projected PGCIL Charges (Rs. Crore) B 2,727.71
Projected PGCIL Charges (Rs./kwWh) 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 The Commission further reiterates that the actual in&ate transmission
charges for FY 2015 would be allowed as pass through during tupe
process subject to prudence chetly the Commission based on audited
accounts.

5.14.7 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 transmissioistribution interface. The Commission hagpapved the

bulk power supply tariff for FY 2041% as given in the Table below:

Table-: APPROVED CONSOLIDATED BULK SUPPLY TARIFF

. . ARR FY 201516
Particulars Derivation .
Petition Approved

Purchases Requiretd 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 -State Transmissiolosses % D 3.59% 3.59%
Energy Input into Transmissidistribution o~
Interface (MU) E=C* (iD) 1,03,076.12 99,458.40
Power Purchase Cost (Rs. Crore) F 42,053.61 39,815.76
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. . ARR FY 201516
Particulars Derivation o
Petition Approved
PGCIL InteState 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

procurementcost for DVVNL for FY 2016 as given in the Table below:

Table-: POWER PROCUREMENT COST FOR DVVNL FOREY 2015

, L ARR FY 2015L6
Particulars Derivation .
Petition Approved
Erler.gy Ihput intd'ransmission A 26.633 25.331.24
Distribution Interface (MU)
Bulk Supply Tariff (ReWh) B 4.34 4.27
P P f PPCL|
ower Procurement Cost from UPPC C =A*B /10 11571 10.811.09
(Rs. Crore)

5.15 TRANSMISSION AND SLDC CHARGES

5.15.1

5.15.2

5.15.3

5.15.4

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
Licensees proportionate tthe energy delivered to them.

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.

The Petitioner submitted that the projections of transmissicharges have
been taken from the ARR / Tariff Petition filed by U.P. Power Transmission
Corporation Ltd (UPPTCL) for FY 2085

The Petitioner submitted that in its Petition, UPPTCL has projected
transmission charge at a rate of Rs. 0.196 per kWh foR®N>16 and
accordingly DVVNL has estimated the cost of ##fate transmission charges.

Pagel95



H!.':-,

/"H\e
g |
\Y - |
X Determination of ARR anthriff of DVVNLfor FY
201516 and Trueup of FY 20123
5.15.,5 Transmission and SLDC charges for FY -P@1Bave been approved in

concurrence with the ARR and transmission tariff approved for UPPTCL for FY
201516 in the Commigs2y Q& hNRSNJ F2NJ RSRaileSNYA VY|
transmission charges approved for UPPTCL by the Commisk®mpproved
transmission charges for DVVNL FY 2Dd.are given in Table below:

Table-: INTRA STATE TRANSMISSION CHARGES FORIBY 2015

. L . FY 201516
Particulars Derivation ARR Petition
Approved
Energy Input into Transmission
. gy . put 1SS! A 26,633 25,331.24
Distribution Interface (MU)
Transmission Tariff (Rs./kWh) B 0.196 0.172
Transmission Cost (R6r.) C =A*B /10 523.00 436.34

5.16 ESCALATION INDEX

5.16.1 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 year as detailed below.

5.16.2 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 subntited that the inflation rate forthis purpose shall be weighted
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 Inflation / Escalation rate of 7.69%H¢r2014L5
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 consideration of the O&M Expenses, wiresaich expenses
are linked to the inflation index determined under these Regulations.

Accordingly, the Commission has computed escalation / inflation index of
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7.69% for FY 2015 and the same escalation / inflation index has been
considered for FY 2018 as computed in Truing up Chapter of this Order.

5.17 O&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 DistributioTariff Regulations, 2006
specifies as follows:

APDPD

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 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 of the O&M expenses of the year under
consideration, the O & M expenses of the base gball 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 in the ratio
of 60:40. Base year, for thesegulations means, the first year of tariff
determination under these regulations.

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 percentage of the capital cost.

3. IncrementalO&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 basisof predetermined indices as indicated in regulation 4.3
OMUO DPDOXXXXDE

5.17.2 The Petitioner submitted that the O&M expenses for FY 20DA%have been
claimed by escalating the actual component wise O&M expenses for FY 2011
12 by using the yearly inflation indicespapved by the Commission up to FY
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201415 in its Tariff Order dated October 1, 2014 and at the rate of 4.10% for
FY 201816.

5.17.3 The Petitioner submitted that increase in dearness pay may be higher than the
escalation index determined as per the Distributidariff 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 year based on specific submissions by the
Petitioner n this regard.

5.17.4 The Commission has computed the normative O&M expenses for FY18015
by escalating the normative O&M expenses of FY A\ With the escalation
index of 7.69%. Since, escalation index of FY -281&nnot be computed at
this stage, escalain index of FY 20145 has been considered to project the
normative O&M expense of FY 2016. The escalation index computation has
been shown iMTABLE of this Order.

5.17.5 Further,in addition to the O&M expenses based on inflationary indices, the
Commission has also worked out incremental O&M expenses for F¥1B015
and has further allocated the same across the individual elements of the O&M
expenses onthe basis of the contribution of each element in the O&M
expenses.

5.17.6 It is observed that the O&M expenses estimated by the Petiti@erhigher
than the normative O&M expenses computed by the Commission considering
base year as FY 2008. Since the Licenséhas to restrict its O&M expenses
within the normative level, the Commission has therefore, approved the
normative O&M expenses for FY 916 computed in accordance with the
Distribution Tariff Regulations, 2006.

5.17.7 Further, capitalization of employee 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 ii# Orders as well as that proposed by the
Petitioner for FY 20136.
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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 EXPENSES FOR FY-261&s. Crore)

Particulars ARR Petition Fy 201sl6
Approved

Employee Expenses
Employee Cost and Provisions 304.07 350.18
Incremental Employee Expenses @ 2.5% 13.37 55.99
Gross Employee Expenses 317.44 406.16
Employee expenses capitalized 47.62 60.92
Net Employee Expenses 269.83 345.24
A&G Expenses
Admin & Gen Expenses 91.82 54.53
IncrementalAdmin & Gen Expenses @ 2.5% 13.65 9.15
Gross Admin & Gen Expenses 105.46 63.67
Admin & Gen expenses capitalized 15.82 9.55
Net Admin & Gen Expenses 89.64 54.12
R&M Expenses
Repair &aintenance Expenditure 318.32 182.36
Incremental R&M Expenses @ 2.5% 4.39 49.67F
Gross Repair & Maintenance Expenses 322.71 231.97
Total O&M Expenses 682.18 631.33
# Cumulativencremental O&M Expenses allocated to Employee Expenses,
R&M 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 ARBPITAL 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 established philosophy of the
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Commission. The Petitioner proposed the following capital expenditure for FY
201516.

TABLE: CAPITAL INVESTMENT PLAN PROPOSED BY THE PETITIONER HAORRSY 2015

CRORE)
Capital Expenditure
S. No/ E Sit / Ige osi
N Description Unit | Quanti quity P
¢ Loans | Internal t Total
o Accruals| Works
33 KV New Work
(a) 33 KV Line Km. 1514 89.66 38.43 128.09
. - Nos./
(b) 33/11 KV S/s (Excluding civil worl Mo\fA 17/85| 274.25| 117.53 391.78
. . Nos./
33/11 KV Increasing Capacity MVA 33/165 53.24 22.82 76.05
33 KV line & S/s Strengtheni
(Replacement of higher capacity Km. 36 5.81 2.49 8.30
conductor, poles, S/s apparatus etc.)
11 KV New Works - 0.00
11 KV Newi if ti f
@ V' Newline @ifurcation of | 1 a7 6514|  27.92 93.06
feeders, linkline etc.)
(b) 11/0.4 KV S/s 0.00
Nos./
404 26.07 11.17 7.24
() 11/0.4 KV S/s KVA 0 6.0 3
Nos./
100 6.45 2.77 9.22
(i) 11/0.4 KV S/s (SC Dominated) KVA
11/0.4 KV S/s increasigpacity 0.00
Nos./
. . . : 404 13.03 5.59 18.62
(i) 11/0.4 KV S/s increasing capacity| KVA
(i) 11/0.4'T KV S/s increasing capad Nos./ 100 3.23 138 461
(SC Dominated) KVA
Strengthening of 11 KV line & 11/0
KV S/s etc.
(i) Strengthening of 11 KV line | Nos./| 266/19
21.46 9.20 30.65
11/0.4 KV S/s etc. Km 9
(i) Strengthening of 11 KV line | Nos./| 100/13
. 8.07 3.46 11.52
11/0.4 KV S/s etc. (SC Dominated) Km 3
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N Description Unit | Quanti
o ty Loans | Internal t Total
Accruals| Works

Saparation of Villages from P.T.V

S.T.W. etc. Separation of feeders)

against Sanction scheme 15@Dore - - 0.00

out of which 40% work will bi
7 | proposed to be completed in this yea

Replace of old & damage of 11 |

capacitors & other pertainin( Nos. 270 26.13 11.20 37.33
8 | equipment 50%

Providingnew 11 KV capacitors 10% NOS. 45 581 5 49 8.30
9 |SIs

Construction of new L.T. line
10 (i) Construction of new L.T. line Km. 450 36.30 15.56 51.85

(i) Qonstructlon of new L.T. line (4 K. 133 10.74 4.60 15.35

Dominated)

Strengthening of L.T. line (Replacing

damage conductor/pole jarje

replacement of higher capacity ¢ K. 208 95,75 11.03 36.78

conductor broken pole/wooden pole

Additional pole in long span & othe
11 | access etc.

Replacement of damage/very ol

OCB/VCB and other equipments Nos. 53 8.55 3.66 12.21
12 | well as by high capacity.

Constryctlgq - major workshop. NoS. 2 6.45 277 9.22
13 | Excludingeivil work

Strengthening of working workshoj

store, other T&P etc. Including ciy Nos. 10 23.65 10.14 33.79
14 | works

Arrgnge of stair mounted (Hydu#c Nos. 30 11.62 4.08 16.59
15 | vehicle & Jeeps)
16 Non Residential & Residential new Nos. ) 10.74 4.60 15.35

work.
17 No. - 13.33 5.71 19.04

Strengthening/Maintenance of No

Page201




el
|5l |E|
e Determination of ARR anthriff of DVVNLfor FY
201516 and Trueup of FY 20123
= - Enty T e
N Description Unit | Quanti
o ty Loans | Internal t Total
Accruals| Works
Residential& Residentialbuilding/S/s
etc.
18 | Improvement of billing of R/L areas - 7.52 3.22 10.74
Reduction of commercial losse
19 | providing pilfer proof metering agains - 3.68 1.58 5.25
all category consumers.
20 Providing . of double meter in a NoS. ) 10.74 4.60 15.35
categorywith modem
21 Providing Electr(.)nlc'meter at S.T. NoS. 400 0.77 0.33 111
consumers 10% in this year.
29 Arrangement of prepaid meter {Z£ & Nos. ) 4.29 184 6.13
3- A)
Any other works which full unde
network strengthening of Transforme
repairing workshop and 0.00
23 | manufacturing of PCC Pole at differg
units.
(a) Repairing of Transformers 4667 9.03 3.87 12.91
(b) PCC Pole manufacturing. Nos.| 43222 25.10 10.76 35.86
Capital Investmentthrough Support]
24 under Vyapar Vikas Nidhi 322.64| 138.28 460.92
25 | RAPDRP Part A 36.33 15.57 51.90
26 | RAPDRP Part B 168.38 72.16 240.54
27 | Deposit Works 336.29 336.29
Total 1333.95| 571.69| 336.29| 2241.94

5.18.17 The Petitionersubmitted that the following assumptions were used 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-2@13
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5.18.18

5.18.19

5.18.20

5.18.21

5.18.22

5.18.23

1 40% the opening CWIP and 40%imvestment made during the
year, expenses capitalized & interest capitalized (40% of total
investment) has been assumed to get capitalized during the year.

T LYy@SaaySyi

i KNR dz3 K

ARSLIZAAT

62N &

formation. However, depreciation theon has not been charged to
the ARR in line with the policy adopted by Commission in its
previous Tariff Orders.

1 The capital investment for FY 2018 has been pegged at Rs.
1,675.18 Crore out of which, deposit works have been envisaged at
Rs.251.28Crore

The Petitioner submitted a capital investment of Rs. 2,241.94 Crore in FY

201516 out of which, deposit works have been estimated at36.29Crore.

The capital investment plan (net of deposit works) has been projected to be
funded in the ratio of 7GR0 (debt to equity).

With a view to approve realistic levels of gross fixed asset (GFA) balance, and
consequent tariff components such as depreciation,

The Commission has finalised the philosophy for capital investsnand

interest on loan and
return on equity, the Commission has referred to the gross fixed asset
balances, qaital additions, capital deletions, capital work in progress

balances, etc., up to FY 2013 as per the provisional accounts for FY 2043

as also considered by the Licensee in its Petition.

capital additions in the Tariff Order dated*3Way, 2013 as below:

GOPPEKS
Licensee is not in strict accora@nwith the Distribution Tariff Regulations. In

order to reprimand tk Licensee, the Commission disallows 30% of the capital
investment claimed in the ARR / Tariff Petitho® & ® ¢

Regulation 4.5 of Distribution Tariff Regulation, 2006 stipulates as below:

an®p

/
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LIA G | f
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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 Commissfo & K| f f O2Y&ARSNI 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 requirementviBed that

prior approval would not be required in cases where the normal distribution
projects cost is below 1 Crs.

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 Profgéotmpletion 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 wds. 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 cgpture all necessary details on the asset, including the
cost incurred, date of commissioning, location of asset, and all other
0§SOKYAOLFt RSGIFAT &DE
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5.18.24 For FY 20146 also, the Commission observed that the capital investment

5.18.25

5.18.26

claimed by the Licensee i®nin 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 @pitalisation 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 thatal investments including opening CWIP,
expenses and interest capitalisatidaring the year have been projected to be
capitalised in FY 2015.

Accordingly, the details of Capitalisation and Wiurprogress up to FY 2015
16 are shown in the Table losV:

TABLE: CAPITALISATION & WIP UP TO FY-P®{Rs. Crore)

Particulars Derivation ARR Petition FY 201816
Approved
Opening WIP as ori' April A 1577.20 1274.97
Investments B 2241.94 1569.36
Employee Expenses Capitalisation C 47.62 60.92
A&G Expenses Capitalisation D 15.82 9.55
Interest Capitalisation on Interest on lor £ 79.43 59.32
term loans
Total Investments F= A+B+C+D+ 3962.01 2974.13
Transferred to GFA (Total Capitalisation) G=F*40% 1584.80 1189.65
Closing WIP H=FG 2377.21 1784.48

5.19 FINANCING OF THE CAPITAL INVESTMENT

5.19.1

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 thugh equity contributions. The portion of
capital expenditure financed throligconsumer contribution, capital subsidies
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and grants has been separated as the depreciation and interest thereon would
not be charged to the beneficiaries.

5.19.2 The Petitioner furthe submitted that the amounts received as consumer
contributions, capith subsidiesand grants are traced from the provisional
accounts for FY 201B4. Further, the consumer contributions, capital
subsidies and grants for FY 2608 and 201516 have been awsidered to be
in the same ratio to the total investments, as received by it in FY-2@13

5.19.3 Thus the Petitioner submitted that out of the total capital investment of Rs.
2,241.94 Crore in FY 2015, the capital investment through deposit works is
to the tune of Rs. 336.29 Crore and balance Rs. 1,905.65 Crore has been
considered to be funded through debt and equity. Considering a debt equity
ratio of 70:30, i.e., Rs. 1,333.95 Crore or 70% of the capital investment is
proposed to be funded through debt andbalance 30% equivalent to Rs.
571.69 Crore 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 26012 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 20156.

5.19.6 The Table below summarises the amounts considered towards consumer
contributions, capital grants and subsidies up to FY 2085

Table-: CONSUMER CONTRIBUTIONS, CAPITAL GRANTS AND SUBSIDIES CONSIDEREL
UP TO FY 20155 (Rs. Crore)
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: o . FY 2015L6
Particulars Derivation ARR Petition
Approved

Opening Balance of Consumer Contributio
Grants and Subsidies towards Cost of Cag A 1,279.82 1,255.67
Assets
Additions during the year B 336.29 235.40
Less: Amortization (Depreuatpn op assets c 19211 67.73
created out of Consumer Contribution)
Closing Balance D=A+BC 1,494.00 1,423.34

5.19.7

is shown in the Table below:

Thus, the financing of the capital investment as considered by the Commission

Table-: FINANCING OF THE CAPITAL INVESTMENTS UP TGLEYRE)XGrore)

Particulars Derivation ARR Petition FY 201516
Approved

Investment A 2,241.94 1,569.36
Less:
ConsumerContribution and Capital
Assets Subsidy B 336.29 235.40
Total C=AB 1,905.65 1,333.95
Investment funded by debt and equit}
Debt Funded 70% 1,333.95 933.77
Equity Funded 30% 571.69 400.19

5.20 DEPRECIATION EXPENSE

5.20.1 The Petitbner submittel that Regulation 4.9 of the Distribution Tariff
Regulations, 2006 specifies for:

1 full year depreciation on the opening balance of GFA

1 pro-rata depreciation on theadditions made to the GFA balance during
the financial year

5.20.2 The Petitioner submitted that for the purpose of computing the allowable

depreciation, it has considered the GFA base as per audited accounts for FY
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201213 and subsequently added the yearly cap#ations for FY 201B4,
201415 and 2015l6. The Petitioner submitted that it has computed the
depreciation only on the depreciable asset base and has excluded the non
depreciable assets such as land, land rights, etc.

5.20.3 The Petitioner further submittedhiat 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 computed deprecation at a weighted
average rate of 7.84%. Considering this philosophyifi@atr has claimed the
gross depreciation for FY 20156 as Rs. 521.60 Crore.

5.20.4 The Petitioner submitted that it has projected the depreciation on assets
created out of consumer contributions, capital grants and subsidies for FY
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 Rs. 122.11 Crore in FY 2Q&5in respect of depreciation on
assetscreated out of consumer contributions, capitgitants and subsidies.
Thus, the net depreciation claimed by the Petitioner for FY 2lBl% Rs.
399.46 Crore.

5.20.6 Regulation 4.9 of the Distribution Tariff Regulations, 2006 specifies as under:

Gnoddg 5SLINSOAFGAZ2YY

1. For the purposes of tariff, depreciatishall 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 Register, excluding consumer
contribution or cap#l subsidy/grant utilized for capitalizatioof 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
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5.20.7

5.20.8

5.20.9

capital cost ofthe 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 of entire loan, the remaining depreciable value shall
be spread over the balance usdftd 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 preata basis.

Provided that where the Fixed Assets Register is not magataihe
Commission shall allow only as much depreciation as it may consider
I LILINE LINR |+ G Sodé

The Commission in its deficiency note asked Petitioner to submit the basis of
considering the weighted average depreciation rate of 7.84% for computing
the depreciaton for FY 20186. 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 distribution system. The Petitioner further submitted
that in the Tariff Order for F201415, 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 applicable for different class of assets have to be
applied for computing the depreciatioas per the Annexui of Distribution
Tariff Regulations, 2006. However, as the Petitioner has not been able to
submit the class wise details of its assets, the Commission has computed
deprecation for FY 20156 at a weighted average rate of 7.84% as @ered

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-281#hd has subsequently
added theyearly capitalisations for FY 2013 as per the provisional accounts

to arrive at the opening balance of the GFA for FY Z2B.40pening and
Closing GFA for FY 2016 has been estimated based on the capitalisation
considered by the Commission for FY 2Q54and FY 20156.
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5.20.10 The Commission has computed the depreciation only on the depreciable asset
base and has excluded the ndepreciable assets such as land, land rights,
etc.

5.20.11 Considering the above philosophy and total capitalization approved by the
Commision for FY 20136, the GFA base approved by the Commission is
given in the Table below:

Table-: GROSS FIXED ASSETS FOR FY&2[R$ Crore)

: . " FY 201516
Particulars Derivation ARR Petition
Approved
Depreciation Rate A 7.84% 7.84%
' FA A April (D iabl B
Opening GFA as on April (Depreciable) 5.659.37
. e 5860.68
Opening GFA as of April (Non c
Depreciable) 0.06
Total Opening GFA as o April D=B+C 5,860.68 5,659.44
Addition to GFA during the year D
D iabl 1,190.51
( epreuab e) . 1.584.80 ,190.5
Addition to GFA during the year (Non £
Depreciable) -
Deduction from GFA during the year F
(Depreciable) -
Closing GFA as on®3¥arch (Depreciable) | G =B + DF 6,849.88
i 7445.49
Closmg- GFA as on®3Warch (Non H=C+E 0.06
Depreciable)
Total Closing GFA as orf'ddarch I=G+H 7,445.49 6,849.94

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:
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to ensure that proper and detailed Fikéssets Registers are maintained
4G GKS FASER 2FFAO0S&d CdNLIKSNE GKS

& LLA. No. 83 of 2011 has 8ls NEAYFT2NOSR [/ 2YYAdaArzy

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 Commisbias 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 36'b 2 3SY0 SNE Hnmo ®¢

5.20.14 As evident from the above, the Commission in its earlier Tariff Order has

5.20.15

5.20.16

withheld 20% of the allowable depreciation for FY 2Q#43 Further,over the
issue of noAmaintenance 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 FL&(RS. Crore)
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. — ARR FY 201516
Particulars Derivation .
Petition Approved
Depreciation Rate A 7.84% 7.84%
Opening GFA as ofi April (Depreciable) B 5,860.68 5,659.44
Addition to GFA during the year (Depreciable) C 1,584.80 1,190.51
Depreciation on Opening GFA + Addition D=
preciat pening " 52158  490.36
during the year (A*B)+(C*A/2)
Less:
Depreciation on assets created from
Consumer Contribution and Capital Assets E 122.11 114.80
Subsidy
Allowable Depreciation for 20146 F=DE 399.46 375.56
Less: D iati ithhel
ess epreC|at|o.n withheld due Fo non G = F*30% 11267
maintenance of Fixed Asset Register
Net Allowable Depreciation for FY 2015 H=RG 262.89

5.21

INTEREST AND FINANCING COST

Interest on Long Term Loans

5211

5.21.2

5.21.3

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 corsidd 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 20148 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
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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 opagi and closing loan balances approved in
earlier sections while doing up the Truing up of FY 2[A.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 tbeen
considered as normative loan repayment.

5.21.4 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%,
GKAOK A& alyYS |a (GKS tSGAGA2YSNDAa 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 B8 gR45Crore)

Particulars ARR Petition FY 201816

Approved
Opening Loan 2,307.95 1,856.51
Loan Additions (70% of Investments) 1,333.95 933.77
Less: Repayments (Depreciation allowable for the yea 399.46 375.56
Closing Loan Balance 3,242.44 2,414.72
Weighted Average Rate of Interest 12.44% 12.44%
Interest on long term loan 345.34 265.76
Interest Capitalisation Rate 23.00% 23.00%
Less: Interest Capitalized 79.43 61.12
Net Interest Charged 265.91 204.63

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 the Regulationpragided

below:
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5.21.7

5.21.8

5.21.9

5.21.10

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 current financial year;

1 Receivables equivalent to 60 days average billing of consumers less
security deposits provided by the beneficiaries.

The Petitioner submitted that the Distribution Tariff Regulations, 2006
provides for interest on the working capital requirement at the B&tate as
specified by the Reserve Bank of India as DAfril 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
at 12.50% incluthg 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 Tariff Regulatio@806 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 Licensee, the
Distiibution 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 Petitioner will inprove, 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 organisation.

In view ofthe 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 the Distribution Téf Regulations, 2006.

The interest on working capital as submitted by the Petitioner and as
approved by the Commission for FY 2d¥bis shown in the Table below:
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Table-: INTEREST COST ON WORKING CARIAAIS FOR FY 2016 (Rs. Crore)

Particulars Petition FY 201816
(Approved)
One month's O&M Expenses 62.13 52.61
Onetwelfth of the sum of the book value of materials
. . 15.57 15.57
stores at the end of each month of such financial year.
Receivablesequivalent to 60 days average hilling
1,413.66 1,424.89
consumers
Gross Total 1,491.36 1,493.07
Less: Total Security Deposits by the Consumers reduce
Security Deposits under section 47(1)(b) of the Electricity 495.57 495,57
2003
Net WorkingCapital 995.80 997.50
Rate of Interest for Working Capital 12.50% 12.50%
Interest on Working Capital 124.47 124.69

Interest on Consumer Security Deposits

5.21.11 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.

5.21.12 The Petitioner further submitted that Secti@¥v(4) of the Electricity Act 2003,
states as follows:

¢the 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 sucleaurity on the
request of the person who gave such secérity

5.21.13 The Petitioner submitted that accordingly, the enést 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 251
and FY 20146, however, the same shall be Trued, based on audited
accounts.

5.21.14 As the approach followed by the Petitioner is in accordance with the
Distribution Tariff Regulations, 2006 and is also consistent with tipeoagh
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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.

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 FORIBYRO.1Grore)
. . . FY 201516
Particulars Derivation Petition
(Approved)

Opening Balance of Security Deposits fro A 386.15 386.15
Consumers ' '
PrOJecFed Closing Balance of Security B 495 57 495.57
Deposits from Consumers
Bank Rate (%) C 9.00% 8.50%
Interest on Security Deposits D = (A+B)/2*C 39.68 37.47

Finance Charges:

5.21.16

5.21.17

5.21.18

The Petitioner has submitted that the finance charges towards expenses such
as guarantee fees and bank charges is Rs. 0.20 Crore for Fi&ah8 the
same have been computed by extrapolating the actual guarantee fees and
bank charges incurred in FY 2018 as per provisional accounts by using the
Inflation Index.

Further, the Petitioner submitted that it may be allowed to claim discount to
consumers on actual during Trukug based on audited accounts.

The Commission has considered Rs. 0.20 Crore dsdbemges as submitted
by the Petitioner for FY 20155.
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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 otuatbasis. Hence, the

/| 2YYA&daArz2zy Ltt26a GKS tSUiAGA2ySNDRa NBJ
actual basis during the Truingp of FY 20186 based on the audited
accounts. The Petitioner should however, ensure that such discount should

have been adjsted in the actual revenue recovered during the year.

Summary of Interest and Finance Charges

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 FOR B (REBELECRORE)

. " FY 205-16
Particulars ARR Petition
(Approved)

Interest on Long term Loans 345.34 265.76
Interest on Working Capital Loans 124.47 124.69
Sub Total 469.82 390.44
Interest on Consumer Security Deposits 39.68 37.47
Bank Charges 0.20 0.20
Discount to Consumers - -
Sub Total 39.88 37.68
Gross Total Interest & Finance Charges 509.70 428.12
Less: Capitalization of interest on Long term Loans 79.43 61.12
% Capitalization 23.00% 23.00%
Net Interest & Finance Charges 430.27 366.99
5.22 PROVISION FOR BAND DOUBTFULEBTS

5.22.1

The Petitioner submitted that the provisions for bad and doubtful debts have

been made at 2% of revenue receivables in line wRbgulation 4.4 of
Distribution Tariff Regulations, 2006. The Petitioner submitted that in the last
¢CFNRAFTF hNRSNE GKS /2YYA&daAzy KIFIR RAA
provision for bad and doubtful debts due to the absence of any aatr

policy. The Btitioner added that provision for bad and doubtful debts are an
accepted accounting principle even in a sector like banking where the

Page217



w-q.':-,

/"H\ e-

,?_';rh:.r"

““”“’” Determination of ARR anthriff of DVVNLfor FY
201516 and Trueup of FY 20123

provisioning of urcollectable dues are considered as a normal commercial
practice.

5.22.2 The Petitioner has requested the Cornssion to allow the 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 adjusted against the accumulated provisions in the books,
irrespective of the actual amount of bad debts during any particular year and
hence, it is a legitimate ARR component. Accordingly, the Petitioner has made
provisions for bad debts for FX01516 in line 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 log¥:

Gnoén . I R |y R BadandddiubthafDebis Stallibd ¥lowed 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 tmsparent policy approved by the
Commission In case there is any recovery of bad debts already written
2FTFE GKS NBO2OSNBR 06FR RSgEmphasist t 0 S
added)

5.22.5 However, the Petitioner has to actually identify and waté the bad debs as

per a transparent 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 idemt#tion and writeoff the bad
RSoidad ¢KS NBftSOlIyld SEGNIOG 2F GKS /1 2Y
below:

a ®he ®ery fact that the Petitioner has not been able to identify and write
off any amount towards bad and doubtful debts till now cleanljicates
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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 SGTAGAZ2YSNRA Of I AY (®RdbubtiiRdebtsLiiNEYIA & 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 slabsid
ensure that the amount of debtors do not increase to an alarming level.
Further, every prudent management would ensure to recover the dues and
prevent them from becoming bad. It has been observed that despite the
/| 2YYA&aaAz2y Qa RA NB BeipreRigls TarkffyOrdérs BereNdbsa I NR
been no improvement on the part of the Petitioner.

5228 Ly NBLIX & (2 GKS adliddza 2F O2YLIX Al yOS
submission of @olicyto be followed byLicensedor identification and writing
off actual bad debtsand 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 progaito the Commission during the
proceedings in respect of ARR and Tariff Petition for FY -2614nd
appropriate directions have been issued to the field units to compile the
sample cases based on this recently issued obgiehe licensee.

5.22.9 Further, in rely to the query 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 also failed to submany
such sample data on the consumer indicating the policy framework for
YEYyF3Ay3 o6FR RSo0a T2 NasdiscSsed id €avligra a A2y
paragraphs it is observed that the Petitioner has submitted the 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 same.
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5.22.10 The very fact that the Petitioner has not been able to identify and write off

5.22.11

any amount towards bad and doubtful debtdl fiow 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 Commissidras not allowedi KS t SGAGA 2y SNDa
provision for bad and doubtful debts for FY 2a1%

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 itsmployees in this regard
within 3 months from the date of issue of the Order and submit the same to
the Commission for its approval.

5.23 OTHER INCOME

5.23.1

5.23.2

The Petitioner submitted that other income includes non tariff income such as
interest on loans & advances temployees, income from fixed rate
investment deposits and other miscellaneous income from retail sources. The
Petitioner submitted that the other income for FY 2016 has been projected

to grow at the rate of inflation index from the actual of FY 2043

As per Regulation 5.1 (2) of the Distribution Tariff Regulations, 2006, the
indicative heads to be considered in N®ariff are as follows:

Gpdm C2NBOlIad 2F wS@SydzsSay

...2. The nosariff income shall comprise of:

(a) Delayed Payment Surcharge,

(b) MeterRent,

(c) Income from investments,

(d) Miscellaneous receipts from consumers,

(e) Trading income

() Share of income from the other businesses of the distribution
licensee

630 !'yé 20KSNI AyO2YSododé
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5.23.3 Accordingly, the Commission approves Niariff Income tothe tune of Rs.

20.54 Crore as claimed by the Petitioner for FY 2Dd&and as shown in the
Table below:

Table-: OTHER INCOME FOR FY 2ABL&Rs. Crore)

- ARR | Approved

articulars Petition | FY 201516

Interest on fixed deposits 4.53 4.53
Rental from Staff 0.10 0.10
Miscellaneous receipts 3.38 3.38
Income from Contractors & Suppliers 8.40 8.40
Banks (Other than FD) 4.13 4.13
Total 20.54 20.54

5.23.4 Further, any variation on this account would be takgnat the time of True

up of FY 20186 based on the audited accounts.

5.24 RETURN ON EQUITY

5241

5.24.2

The Petitioner has not claimed any return on equity for the year under review.
The Petitioner has stated that they do not want to burden the consumers by
proposing retun on equity as it will further increase the gap.

Hence, the Commission has not approved any amounts towards return on
equity for FY 201436.

5.25 CONTRIBUTION TO CONTINGENCY RESERVE

5.25.1

The Petitioner submitted that the Distribution Tariff Regulations, 2006
provides for the contribution to the contingency reserves up to 0.50% of
opening GFA to be included in the ARR of Licensees and the contingency
reserve so created shall be utilized to meet cost of replacement of equipment
damaged due to force majeure situationghe Licensee shall invest in
Contingency Reserve as allowed by the Commission in Government securities.
However, the use of such reserve is only with the prior permission of the
Commission.
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5.25.2 The Petitioner submitted that since there is a substantial rexergap
between ARR and revenue forecast, any amounts allowed on this account will
only go to enhance the already large gap and create extra burden on the
consumers. The Petitioner has not claimed any contribution to contingency
reserve for the year undeeriew.

5.25.3 In view of the same, the Commission has not approved any amounts under
the said component in the present Order.

5.26 APPORTIONMENT OF O&M EXPENSES AND INTEREST & FINANCE CHARGES Of
UPPCL
5.26.1 Petitioner submitted that in FY 2043t Tariff Order the Commissi had
directed the Distribution Companies to consider the apportionment of the
O&M expenses of UPPCL and submit the share of each Distribution Licensees
and accordingly, the O&M expenses of UPPCL for FY-1201& per
provisional accounts have been coresiedd as base expenses and the same
have been escalated for FY 2016 based on the escalation indices.

5.26.2 The Petitioner submitted that considering the above, the same have also been
apportioned to all the Distribution Licensees including the Petitionerhin t
power purchase ratio for each relevant year. The Petitioner submitted that
the share of apportionment of O&M charges of UPPCL is Rs. 45.63 Crore for FY
201516 and accordingly the same have been considered as part of ARR to be
recovered from retail congners.

5.26.3 Petitioner submitted that UPPCL resorts to short term borrowings on behalf of
Distribution Companies to meet the power purchase liabilities of Licensees
and incurs interest expenses on behalf of such working capital loans. Also it
incurs expenditurgowards LC and OD charges incidental to power purchase
expenses. Petitioner requested the Commission to consider these expenses
and allow UPPCL to claim such expenses from the Petitioner and other
Distribution Companies through an internal adjustment withany impact on
the ARR.
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5.26.4 The Commission in this Order while computing the Bulk Supply Tariff for FY
201213 has allowed such expenses based on actual based on the audited
accounts of UPPCL. Further, as discussed in the Tupisgction, since, the
aboveexpenses have been incurred by UPPCL, mostly for procuring the power
for the Licensees, the above expenses have been allowed while doing the
Truing up of FY 201P3. However, it may be noted that procurement of
power is the responsibility of the Distridoh Licensees and the Commission
allows considerable amount of O&M Expenses and the interest on working
capital to the Licensees for this purpose. The Commission has allowed such
expenses for the past yearbut in its Tariff Orderfor FY 20145 dated
October 1, 2014the Commission has specifically mentioned thatjch
expense will not be allowed for future years i.e., FY 2034nwards The
relevant extract of the aforementioned Order is reproduced below:

dThe Commission has allowed such expenses fgpakeyears, however

for future years, i.e., from FY 2018 onwards, the Commission disallows
the claim of additional expenses towards allocation of O&M expenses for
UPPCL and directs the Petitioner to manage such additional Expenses for
procuring the powr from the O&M Expenses allowed to it for the relevant
yearg

5.26.5 Thus, he Commissiorhas not consideredhe claim of additional expenses
towards allocation of O&M expenses for UPREIEY 2018.6.

5.27 GoUP SUBSIDY

5.27.1 The Petitioner has submitted that the projectdudgeted subsidy for FY 2015
16 for overall Discoms is to the tune of Rs. 5,913 Crore, out of which the share
of the Petitioner is pegged to be Rs. 1,444.28 Crore on provisional basis.

5.27.2 The Petitioner submitted that the decision on the basis and allonatvithin
Distribution Companies is yet to be finalized by the GoUP. It is submitted that
the estimated budgeted subsidy is the absolute quantum of subsidy available
from GoUP.

5.27.3 Clause 6.10 of the Distribution Tariff Regulations, 2006 specifies as under:
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5.27.4

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

3. The Govexrment shall, by notification, 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 désanf power consumed by
the subsidized category to the State Government and the Commission.
The Distribution Licensee shall provide meters on all rural distribution
transformers and shall also furnish the power consumption details in
respect of agricultuda and rural domestic consumption based on
readings from such meters and normative distribution losses on a
Y2 y (i Kt &Eniphagisisapplied)

As per the submission of the Licensee, since the estimated budgeted subsidy is
the absolute quantum of subsidy ailable from GoUP, the share as submitted

by the Licensee has been considered by the Commission. The Commission has
accepted the total subsidy allocation of Rs. 5913 Crore for FY-Z®If%m

GoUP as submitted by the Licensee and its allocation for DVENRsa
1,444.28 Crore.

5.28 ADDITIONAL SUBSIDY REQUIREMENT
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5.28.1 As discussed in the earlier chapters of Truing up of FY -2812he

5.28.2

5.28.3

SAaUNROdziA2Y

[ AOSy&8384

KI &5

FAf SR

applicability of additional subsidy. As the matter is $udlice, the same

approach has been continued by the Commission as adopted in Tariff Order

for FY 20145 dated October 1, 2014.

It can be observed from thearlier section that, he Petitionerhas projected
the billing determinantsfor various categories badeon the additional
consumer addition target provided by the Commission for FY 20485
Accordingly, the Commission has approved thing determinants for FY
201516 as projected by thePetitioner. Commission appreciate the spirit of
the Licensee t@rojectthe consumer additiortarget as per the target given

by the Commission. Most of these new consumers would be from the rural

areas having lower tariffs and are largely subsidlidearge number of addition
of such consumer would require large amowfthe subsidy to be provided in

order to compensate for the lower tariffs as compared with Average Cost of

Supply. Commission feels thatdt2 Y@ éppropriateto consideradditional
subsidy requirement for all of these consumerstlasse consumers wodlbe

added over the time period of the full year therefore considering the subsidy

requirement for such large number of consumkr whole of yearwould
inflate the additionalsubsidy requirement as wedls put undue burden on t
finances of the Distributon Licensee However, forrealistic computation of
additional subsidy requirement, the Commissioas considered the sales for
below mentioned category based onygar CAGR dafctualsalesfor FY 2011
12, FY 20123 andFY 203-14. The additional subsidsequirement would be
trued up based on the actual consumer additions and sales during the year.

Based on the above, the computation of additional subsidy requirement for FY

201516 is represented below:

Table-: ADDITIONAL SUBSIDY REQUIREMENT FOR A8 @gR45Crore)

Particulars

Cost of Th
Sales 03 .0 u Loss Loss
Service Rate
(Rs./kWh| (Rs./ (Rs.
MU Rs./kWh
(MU) | (Rs/kWh) ) | kwh)| Crore)
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