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Before

UTTARAKHAND ELECTRICITY REGULATORY COMMISSION

Petition No.: 192011

In the Matter of:

Petition filed by Uttarakhand Power Corporation Limited for determination of Aggregate Revenue
Requirement (ARR) and Retail Tariffs for the Financial Year 201213.

AND
In the Matter of:
Uttarakhand Power Corporation Limited €eéé Petitione
Urja Bhawan, Kanwali Road, Dehradun
Coram
Shri Jag Mohan Lal Chairman

Date of Order: April 11, 2012

Section 64(1) read with section 61 and 62 of the Electricity Act, 2003 (hereinafter referred to
as 0Act 6) requires t he gener at i nfig anc applipation ifax s a
determination of tariff before the Appropriate Commission in such manner and along with such fee
as may be specified by the Appropriate Commission through Regulations. In compliance with the
above provisions of the Act and Regulation 56(4) of UERC (Conduct of Business) Regulations, 2004,
Uttarakhand Power Corporation Limited (hereinaf

0Ol icenseed) f i | 4% of 2011 Rieingi detail® of itdN@rojected Annual Revenue
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Requirement (ARR) for the FY 201213, on November 30, 2011. Along with the above Petition,
UPCL also submitted retail tariff proposals for different category of consumers so as to meet its

projected ARR for FY 201213.

Tariff determination being the most vital function of the Commission, it has been the
practice of the Commission to detail the procedure and explain the principles utilized by it in
determining the ARR and tariffs. Accordingly, in the present Order also, in line with the past
practices, the Commission has tried to detail the procedure and principles followed by it in
determining the ARR requirement of the licensee. For the sake of convenience and clarity, this

Order has further been divided into following Chapters:
Chapter 1- Background and Procedural History
Chapter2-Pet i ti oner 86s Submissions
Chapter3-St ak e h dkésfopsesasd d Pet iCommemser 0 s
Chapter4-Commi ssi onds Approach
Chapter 56 Truing Up
Chapter 66Analysis of ARR for FY 201213
Chapter 7-Tariff Rationalisation , Tariff Design and Related Issues
Chapter 86 Review of Commercial Performance of UPCL

Chapter9-Commi ssi onfés Directives
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1. Background and Procedural History

Uttarakhand Power Corporation Ltd. (UPCL) is a company wholly owned by the State
Government and the sole distribution licensee engaged in the business of distribution and retalil
supply of power iin the State. The Electricity A
Regulations framed u/s 181 of the Act requires the distribution licensee to file with the
Commission, the Annual Revenue Requirement (ARR) & Tariff Proposals for the ensuing Financial

Year, on or before 30th November each year.

In exercise of power conferred to it under Section 61 of the Electricity Act, 2003, and all
other powers enabling it in this behalf, the Commission issued the extension Order dated
November 29, 2011 extending the applicability of UERC (Terms and condition of Tariff
Determination) Regulations, 2004 for UPCL till April 30, 2012.

As mentioned earlier also, in accordance with the provisions of the Electricity Act, 2003 and
Regulation 56(4) of the UERC (Conduct of Business) Regulations, 2004 framed by the Commission,
the licensees are required to file a Petition/application for determination of its ARR and Tariff for
the ensuing FY latest by 30" November of current Financial Year. UPCL filed its Aggregate Revenue
Requirement and Tariff Petition for FY 2012-13 on November 30, 2011. ThePetition consists of
truing up of the figures of FY 2009-10 based onthe audited accounts, provisional truing up of the
figures of FY 201611 based on provisional data/accounts, review of the figures of FY 2011-12 based
on the revised estimates and projections for FY 201213. ThePetition was provisionally admitted by
the Commission vide its Order dated December 08, 2011 with the condition that UPCL would
furnish any further information/clarifications as deemed necessary by the Commission during the
course of the proceedings failing which the Petition filed by the Petitioner would be treated as
deemed returned on the due date for last information sought by the Commission and the
Commission would proceed to dispose of the matter as it deems fit based on the information
available with it. The Commission, through its above Admittance Order dated December 8, 2011 to
provid e transparency to the process of tariff determination and give all the stakeholders an
opportunity to submit their objections/suggestions/comments on the proposals of the Distribution
Company, also directed UPCL to publish the salient points of its proposals in the leading

newspapers. The salient points of the proposal were published by UPCL in the following
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newspapers:

Table 1.1; Publication of Notice

S.No. | Newspaper Name | Date of publication
1. Amar Ujala 10.12.2011
2. Dainik Jagran 10.12.2011
3. Times of India 11.12.2011

Through above notice, the stakeholders were requested to submit their comments latest by

January 15, 2012(copy of the notice is enclosed atAnnexure -3).

The Commission on its own initiative also sent the copies of salient points of tariff proposals
to the Members of the State Advisory Committee, the State Government and also made available
the details of the proposals submitted by the Petitioner in the Commi s s i afficedaad on the

Commission's website.

The Commission received 47 objections/suggestions/comments in writing on the
Petitionerds ARR and T-BrThé Iist ofPsmkehotdersowho Hawe rsubrhitted 2 0 1 2

their objections/suggestions/co mments is enclosed atAnnexure -4.

For direct interaction with all the stakeholders and public at large so as to give them an
opportunity of being heard, the Commission conducted common public hearings on the proposals
filed by UJVNL, PTCUL and UPCL at the following places in the State of Uttarakhand:

Table 1.2: Schedule of Hearings

S.No. Place Date
1 | Bhimtal 23.02.2012
2 | Rudrapur 24.(2.2012
3 | Chamba 12.03.2012
4 Dehradun 14.03.2012

The list of participants who attended the Public Hearing is enclosed at Annexure -5. The
objections/suggestions/comments, as received from the stakeholders in writing as well as during
the course of the public hearing were sent to the Petitioner for its response. All the issues as raised
by the stakeholders and Petitionerds response on t
this context it is also to underline that while finalizing the Tariff Order, the Commission has, as far

as possible, tied to address the issues raised by the stakeholders.

Meanwhile, after provisional admittance of the ARR and Tariff Petition, based on the

preliminary scrutiny of the ARR and tariff proposals submitted by UPCL, the Commission
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identified certain data gaps in the Petition. Accordingly, following additional
information/clarification from the Petitioner were sought by the Commission vide its letter dated
Janaury 06, 2012:

A Clarification on data inconsistency in various figures in the Petition vis -a-vis

Audited/P rovisional Accounts.

A Clarification on the basis of projections in number of consumers and connected load for

various consumer categories for FY 201213

A Details of Source-wise Power Purchase quantum and cost for the first nine months of FY

201%12 i.e. for the period from April, 2011 to December, 2011.

A Basis for considering escalation rates of 3% and 6% over approved tariff of FY 201412 for
UJVNL and Central Sector Generating Stations respectively for projecting tariffs for FY
201213.

A Clarification and re conciliation of variations in figures for banking of energy for FY 2011 -
12 and FY 201213 and monthly source-wise inward and outward banking of energy for
FY 201112 and FY 201213.

A Information on load shedding for the period from April, 2011 to December, 2011.
A Monthly CS-3 and CS4 statements for the period from April, 2011 to December, 2011.

A Details of the actual distribution losses during three quarters of FY 2011-12, i.e. for the

period from April, 2011 to December, 2011.

A Monthly Trial Balances (MTB) for FY 201011 for the period from April, 2011 to
December, 2011.

A Basis ofthe Rates of Dearness Allowance considered for projecting the Employee Cost

for FY 201213.

A Details of actual employee related expenses for the first nine months of FY 201112, i.e.

for the period from April, 2011 to December, 2011.

A Detail of estimated grade-wise employee expenses for the last three months of FY 2014
12, i.e. for the period from January, 2012 to March, 2012 as well as projections for the

entire year FY 201213.
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A Actual R&M and A&G expenses for FY 200910 and FY 201611, first nine months of FY
201%12, i.e.for the period from April, 2011 to December, 2011.

A Details of actual arrears assessed on i mpl emel
and payment made during FY 200910, FY 201611 and during first nine months of FY
201%12 i.e. April 2011 to December 2011 on this account which has been considered as

part of Employee expenses.

A Schemewise (project-wise) details of the schemes capitalized, segregating LT and HT
works separately, including complete details such as Original Capital Cost, Completed
Project Cost, Means of Finance, loan agreements, status of electrical inspector approval,
date of energisation and date of actual capitalisation for different schemes during FY
201011, FY 201112 and FY 201213.

A Details of capital expenditure proposed during FY 2012-13 under different schemes,

A Year-wise details of amount realised from consumers for releasing new LT connections
and the expenditure incurred by the Petition er in this regard for FY 2009-10 and FY 2010
11 and during first nine months of FY 201112.

A Date of asset capitalised/put to use during FY 2009-10, FY 201611 and first nine months
of FY 201112 alongwith its capitalisation policy.

A Break-up of figures of Capital Work -in-Progress for FY 201112 and FY 201213 into hard
cost, IDC and Establishment Charges and basis of loading of IDC and establishment

charges on the same.

A Basis of considering certain amounts for capitalisation in FY 2011-12 and FY 201213 and

details of assets capitalised till December 2011.

A Phasing of Financial Plan for implementation of R-APDRP Part B as well as detailed
break-up of expenses in various schemes of RAPDRP Part A and Part B under different

works/schemes

In its reply, the Petitioner submitted some information vide its letter dated January 13, 2012.
Further, with an objective to have a better clarity and removal of inconsistency in the data
submitted in the Petition and additional information, the Commission also held a Technical

Validation Session (TVS) with the Petitioner on January 17, 2012, during which the issues raised in
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the letter dated January 06, 2012 and replies submitted by UPCL vide letter dated January 13, 2012
were discussed. Based on these discussions, the Commisen, vide its letter dated January 23, 2012
forwarded the minutes of the first TVS, seeking some further clarification /information from UPCL.
Some of the information as sought by the Commission was submitted by the Petitioner vide letter
dated January 31,2012, February 14, 2012 andlarch 05, 2012.

The submissions made by UPCL in the Petition as well as inthe additional submissions have
been discussed by the Commission at appropriate places in the Tariff Order along with

Commi ssionds view point on the sa
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2. Petitionerds Submissions

This Chapter gives a brief
contents of this Chapter are based onthe original submissions in the Petition and do es not
incorporate changes in information and data submitted subsequently by the Petitioner. Additional
submissions made by UPCL have been considered by the Commission under Chapter 5i.e. Truing

Up and Chapter 6 RRfoeFY20131A3n6a.l ysi s of A
2.1 Truing Up for FY 200910

UPCL has submitted that the Commission vide its Order dated May 24, 2011 had trued-up
the expenses and revenue for FY 200940 based onthe provisional data in the absence of availability
of audited data for the said period at that tim e. The annual accounts for FY 200910 has since been
audited and on the basis of this audited data, the Petitioner has requested the Commission to finally
true up the expenses and revenuwe for FY 200910. Accordingly, Table 2.1 depicts the expenses and
revenue for FY 200910, as provisionally trued-up by the Commission, as per audited accounts for
FY 200910 and the variation between them.

Table 2.1: Summaried ARR, Revenue and Surplus for FY 2009 -10 (Rs. Crore)

summary of -X3hThe UPCL 0 s

. Approved b Actual as per Audited L
S.No Particulars ppUERC y Acc%unts Variation
1 Power purchase 2,154.33 2,094.10 60.23
2 O&M Expenses 234.22 235.36 (1.14)
3 Interest and Finance charges 68.35 66.44 1.91
4 Depreciation 24.33 37.11 (12.78)
Provision for Bad and
° | Doubtful Debts ) 45.13 | (45.13)
6 Interest on working capital 13.20 11.94 1.26
7 Return on Equity 3.47 3.47 -
8 | Total Expenses 2,497.90 2,493.55 4.35
9 Tariff Revenue 2,160.68 1,920.20 240.48
10 | Non-Tariff Revenue 91.95 226.38 | (134.43)
11 | Total Revenue 2,252.63 2,146.58 106.05
12 | Surplus / (Gap) (245.27) (346.97) 101.70

Therefore, as summarized in Table 2.1 above, UPCL has estimated an additional gap of Rs.
101.70 Crore as per the audited accounts as compared to the provisional truedup figures of FY
200910 by the Commission, which is primarily attributable to lower revenue income earned by

UPCL.
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2.2 Provisional Truing Up for FY 2010 -11

UPCL has also requestedthe Commission to true up the expenses and revenue for FY 2010
11 on the basis of provisional data. Accordingly, following Table 2.2 depicts the expenses and
revenue for FY 2010611, as approved by the Commission in its Order dated April 10, 2010, as per
provisional accounts for FY 201011 and the variation between them. As may be noted from the
following Table 2.2, the Commission had determined a surplus of Rs. 6.99 Crore for FY 201011 in
its Order dated April 10, 2010. However, as per the provisional accounts of UPCL for FY 201011,
UPCL has estimated a deficit of Rs. 109.05 Crore. Thé&ey factors responsible for this variance of Rs.
116.04 Crore are primarily increase in power purchase cost due to purchase of higher quantum as

well as higher amount of provision for bad debts and return on equity claimed by UPCL.

Table 2.2: Summaried ARR, Revenue and Surplus for FY 2010 -11 (Rs. Crore)

. Approved b Actual as per -
S.No. Particulars ppUERC y Provisional Acgounts Variation
1 Power purchase 1,930.18 2,310.16 (379.98)
2 O&M Expenses 279.85 286.77 (6.92)
3 Interest and Finance charges 67.80 67.61 0.19
4 Depreciation 25.03 49.70 (24.67)
5 Provision for Bad and Doubtful 35.34 62.73 (27.39)
Debts
6 Interest on working capital 14.10 21.27 (7.17)
7 Return on Equity 5.47 85.55 (80.08)
8 Adjustment for Reduction in Tariff 30.00 - 30.00
9 Total Expenses 2,387.77 2,883.79 (496.02)
10 | Non-Tariff Revenue 38.77 182.00 (143.23)
11 | Aggregate Revenue Requirement 2,349.00 2,701.79 (352.79)
12 | Tariff Revenue 2,355.99 2,592.74 (236.75)
13 | Surplus/ (Deficit) 6.99 (109.05) 116.04

2.3 Abstract of Aggregate Revenue Requirement (ARR) of UPCL

UPCL has projected a net ARR of Rs. 4990.63 Crore for the Financial Year 20123. Various

component of ARR are as detailed below:
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Table 2.3: Aggregate Revenue Requirement for FY 2012-13 (Rs. Crore)

S.No Particulars Projected Amount
1 Power Purchase Expenses 3,202.83
2 Transmission Chargesd PGCIL 119.02
3 Transmission Chargesd PTCUL 138.41
4 O&M expenses 375.9
5 Interest charges 92.56
6 Depreciation 71.61
7 Interest on Working Capital 35.93
8 Gross Expenditure 4,035.86
9 Provision for Bad & Doubtful Debts 824.87
10 Return on Equity 80.78
11 Carrying Cost of Deficit 86.62
12 Net Expenditure 5,028.13
13 Less: Non Tariff Income 37.50
14 Net Aggregate Revenue Requirement 4,990.63

2.4 Revenue Gap and Revised Tariff Proposals

UPCL has projected a total ARR of Rs. 5208.37 Crore for FY 20123 including gap of FY
200910 and FY 201011 and Revenue at Existing Tariff of Rs. 3558.58 Crore only for different
category of consumers, leaving an overall revenue gap of Rs. 1649.79 Crore in the FY 20123 as per

Table 2.4 below:

Table 2.4: Overall Revenue Gap in FY 201213 at Existing Tariffs (Rs. Crore)

Sr. No. Particulars Amunt

Annual Revenue Requirement for FY 201213 including the gap of FY 2009

1 10 & FY 201011 5,208.37
2 Revenues from Existing Tariffs 3,558.58

Revenue Surplus/ (Deficit) at Existing Tariff (1,649.79)
3 Revenues from Proposed Tariffs 5,208.37

Revenue Surplus/ (Deficit) at Proposed Tariff -

The Petitioner has proposed to recover the entire ARR of Rs 5208.37 including gap of FY
200910 and FY 20D-11 by way of increase in tariff by around 46% across all consumer categories.
The Petitioner has submitted revised tariff proposals for different category of consumers which are

summarised below:
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Table 2.5: Existing and Proposed Tariff

Existing Proposed
Category Fixed / Demand Fixed / Demand
Charges Energy Charges Charges Energy Charges
(Per Month) (Per Month)
RTS-1: Domestic
Life Line Consumers | Rs.5/Connection | Rs.1.50/kWh | Rs.7/Connection | Rs.2.20/ kWh
Other Domestic Consumers having load upto 4 KW
(i) 0-100 Units/month Rs.2.25/k Wh Rs.3.20/ kWh
E::i))lA()blo-\ZlgozélgltS/month Rs. 25/Connection Rs.2.50/ kWh Rs.5/ Connection Rs.3.45/ kWh
. Rs.2.80/ kWh Rs.3.95/ kWh
Units/month
Other Domestic Consumers having load above 4 KW
(i) 0-100 Units/month Rs. 2.25/ kWh Rs.3.20/ kWh
(i) 101-200 Units/month Rs. 60/ Rs.2.50/ kWh Rs. 100/ Rs.3.45/ kWh
(|||)'Ab0ve 200 Connection Rs.2.80/ KWh Connection Rs.3.95/ kWh
Units/month
Single Point Bulk Supply Rs.25/k W Rs.2.50/ kWh Rs.37/k W Rs. 3.45/ kWh
above 50 kW
Un-metered in Rural (Hilly) Rs.125/ . Rs.200/ .
. Nil . Nil
Areas Connection Connection
Un-metered in Rural Rs. 260/ Nil Rs.325/ Nil
(Other) Areas Connection Connection
RTS-1A: Snow Bound Area
Domestic Rs.5/Connection Rs. 1.50/ kWh Rs.7/Connection Rs. 2.20/ kWh
Non-Domestic upto 1 kW Rs.5/Connection Rs. 1.50/ kWh Rs.7/Connection Rs. 2.20/ kWh
Non-Domestic above 1 kW | o¢ 5/connection | Rs. 2.00/kWh | Rs.7/Connection | Rs.2.93/ kWh
& upto 4 kW
Non-Domestic above 4 kW | Rs10/Connection Rs. 3.00/ kWh Rsl14/Connection | Rs. 4.39/kWh

RTS-2: Non-Domestic

Government/Municipal Hospitals (i) Government/Government Aided Educational Institutions
Charitable Institutions registered

under this Act

under the Income Tax Act, 1961 and whose income is exempted from tax

(iil)

Upto 25 kW

Rs.25/k W

Above 25 kW

Rs.3.40/ kWh

Rs.3.10/kVAh

Rs. 37/kW

Rs.4.98/kWh

Rs.4.53/kVAh

MCG for load above 25 KW

75/kVAh/kW/month & 900

75/kVAh/kW/month & 900

kVAh/KW/annum kVAh/kW/annum
Other non -Domestic/Commercial Users
Upto 25 kW Rs.4.10/k Wh Rs. 6.00/kWh
Above 25 KW Rs.25/k W Rs.4.10/kVAh Rs.37/k W Rs.6.00/kVAh

MCG for load above 25 KW

75/kVAh/kW/month & 900

75/kVAh/KW/month &

900

kVAh/kW/annum kVAh/kW/annum
Single Point Bulk Supply Rs. 25/ kW Rs. 4.00/kVAh Rs.37/k W Rs.5.85/k VA h
above 50 kW
MCG 75/kVAh/kW/month & 900 75/kVAh/kKW/month & 900
kVAh/kW/annum kVAh/kW/annum
RTS-3: Public Lamps
Metered Rs.20/k W Rs.3.60/k Wh Rs.29/ kW Rs.5.27/k Wh

Un-metered (Rural)

Rs 130 Per 100 W
Lamp

Rs 190 Per 100 W
Lamp

Uttarakhand Electricity Regulatory Commission
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Table 2.5: Existing and Proposed Tariff

Existing Proposed
Category Fixed / Demand Fixed / Demand
Charges Energy Charges Charges Energy Charges
(Per Month) (Per Month)

- For every 50W or - For every 50W or

part thereof part thereof

increase over and increase over and

above 100W Lamps above 100W

additional Rs60 Lamps additional

Rs 88

RTS-4: Private Tube Wells / Pump Sets
Metered Nil Rs.1.00/k Wh Nil Rs. 1.46/kWh

Rs.165/BHP (Plus Rs.240/BHP (Plus
Un-metered Rs. 20 for light load Nil Rs. 20 for light Ni

not more than 2 load not more

lamps) than 2 lamps)
RTS-5: Government Irrigation System
Upto 75 kW Rs. 20/kW Rs. 3.60/kWh Rs. 29/kW Rs. 5.27/kWh
Above 75 kW Rs. 20/kVA Rs. 3.45/kVAh Rs. 29/kVA Rs. 5.05/kVAh
RTS-6: Public Water Works
Upto 75 kW |  Rs.20/kW | Rs.3.45kVAh | Rs.29/kkW | Rs.5.05kVAh
RTS-7: LT & HT Industry
LT Industries (upto 25 kW) Rs. 85/kW Rs. 3.35/kWh Rs. 124/kW Rs. 4.90/kWh
LT Industries
(above 25kW & upto 75 Rs. 85/kW Rs. 3.00/kVAh Rs. 124/kW Rs.4.39/kVAh
kW)

Peak Hour Charges
(above 25kW & upto 75
kW)

50% on normal rate of Energy Charge

50% onnormal rate of Energy Charge

Off Peak Hour Rebate
(above 25kW & upto 75
kW)

10% on normal rate of Energy Charge

10% on normal rate of Energy Charge

Continuous Supply
Surcharge

15% on Energy Charge

20% on Energy Charge

MCG for load upto 25 KW

(i) 75/k Wh/kW/month & 900 k Wh /
kW/annum

(i) 40/k Wh/kW/month & 480 k Wh
/KW/annum for Atta Chakki

(i) 75/k Wh/kW/month & 900 k Wh
/kW/annum
(iiy 40/kW h/kW/month & 480 k Wh
/kW/annum for Atta Chakki

MCG for load above 25 KW

75/kVAh/kW/month & 900 kVAh
/kW/annum

75/kVAh/kW/month & 900 kVAh/
kW/annum

HT Industries (above 75 KW/88 KVA/100 BHP)

Load factor upto 33%

Load factor above 33% &
upto 50%

Load factor above 50%

Rs. 180/kVA (for Rs. 2.70/kVAh

Rs. 263/kVA (for Rs. 3.90/kVAh

load upto 1000

load upto 1000

KVA) Rs. 4.32/kVAh

KVA) Rs. 2.95/kVAh
Rs. 240/kVA (for
load above 1000 Rs. 3.20/kVAh

KVA)

Rs. 351/kVA (for
load above 1000
kVA)

Rs. 4.68/kVAh

Peak Hour Charges

50% on normal rate of Energy Charge
at load factor above 50%

50% on normal rate of Energy Charge
at load factor above 50%

12
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Table 2.5: Existing and Proposed Tariff

Category

Existing

Proposed

Fixed / Demand
Charges
(Per Month)

Energy Charges

Fixed / Demand
Charges
(Per Month)

Energy Charges

Off Peak Hour Rebate

10% on normal rate of Energy Charge

10% on normal rate of Energy Charge

Continuous Supply

15% on Energy Charge 20% on Energy Charge

Surcharge

MCG 75/kVAh/kKVA/month & 900 75/kVAh/kVA/month & 900
kVAh/kVA/annum kVAh/kVA/annum

RTS-8: Mixed Load

Mixed Load Single Point Bulk

Supply above 50 kW including Rs. 25/kW Rs. 3.30/kWh Rs. 37/kW Rs. 4.83/kWh

MES as deemed licensee

RTS-9: Railway Traction

Railway Traction | Rs.160/kVA | Rs.3.05/kVAh | Rs.234kVA | Rs.4.46/kVAh

The Petitioner has further submitted that the tariff proposal has been formulated with an
endeavour to keep the impact on the consumers to the minimum possible and at the same time not
deferring a large portion of recovery on the tariff in the coming years . The Petitioner has mentioned
that section 61(g) of the Electricity Act, 2003 stipulates that the Appropriate Commission should be
guided by the objective that the tariff progressively reflects the efficient and prudent cost of supply

of electricity.

The key changes proposed by the Petitioner in retail tariff structure for FY 2011-12 are as

follows:

A In Domestic (Rural) un-metered category, 60% increase is proposed in the Fixed Charges
in hilly areas while 25% increase is proposed in the Fixed Charges in other areas.
Further, in Snow Bound category (domestic and non-domestic both), an increase of

approx. 46%-47% is proposed in the Energy Charges.

A In Domestic metered category, the rate of fixed charge is proposed to be increased by
67% to 100% and the rateof energy charge is proposed to be increased in the range of
38% to 42% for different slabs.

A In Non -Domestic metered category, the rate of fixed charge is proposed to be increased

by 48% and the rate of energy charge is proposed to be increased by approxinately 46%.

A In Public Lamps metered category, Private Tubewells/Pump Sets metered category,

Government Irrigation category and Public Water Works category the rate of fixed
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charge is proposed to be increased by 45%16% and the rate of energy charge is also

proposed to be increased by 46%.

A In LT and HT Industry category, Mixed Load Industry category and Railway Traction
category also the rates of fixed charge as well as energy charge are proposed to be

increased by approximately 46%.

The Petitioner has estimated the average tariff of Rs. 3.86 per unit at the existing tariffs and
Rs. 5.65 per unit at the proposed tariffs in FY 201213, resulting in an average increase of 46.36%.
The Table below captures the revenue from existing tariffs and proposed tariffs for various

consumer categories alongwith percentage increase in average tariff sought for each category.

Table 2.6: Category-wise Revenue at Existing and Proposed Tariff for FY 2012 -13

Existing Tariff Proposed Tariff
S.No. Sales | Revenues Avg. Revenues Avg. % age increase in Average
Sub-category/ Category Tariff Tariff .
Tariff
(MU) (Rs. (Rg. (Rs. (R;.
Crore) /Unit) Crore) /Unit)

1 |RTS1: Domestic 1854.99 462.33 2.49 677.08 3.65 46.45%
2 |RTS2: Non Domestic 935.08 406.16 4.34 594.65 6.36 46.41%
3 | RTS3: Public Lamps 62.08 22.69 3.65 33.22 5.35 46.41%
4 | RTS4: Private Tube Wells | 194.16| 21.13 1.09 30.83 1.59 45.91%
5 |RTSS: Govt lrigation 136,69  50.42 3.69 73.8 5.40 46.37%

System
g |RTS6E: Public Water 33139  121.75 3.67 178.2 5.38 46.37%

Works
7 |RTS7: Industry 5521.86 2413.61 4.37 3532.04 6.40 46.34%

LT Industry 281.11 119.72 4.26 175.07 6.23 46.23%

HT Industry 5240.75 2293.89 4.38 3356.97 6.41 46.34%
8 |RTS8: Mixed Load 165.43] 56.27 3.40 82.39 4.98 46.42%
9 |RTS9: Railway Traction 8.93 4.22 4.73 6.15 6.89 45.73%)

Total 9,210.6( 3558.58 3.86 5,208.37 5.65 46.36%

2.5 Action Plan for FY 201213

The Petitioner has emphazised the importance of improving efficiency in its operations and
has proposed to undertake a number of technical and commercial measures in FY 201213. The
objectives of efficiency improvement program would be to put together a r eliable Distribution
System and enhance quality of supply of electricity to the State consumers as well as reducing the
overall technical and commercial losses of the Corporation within a period of 2 -3 years. The
Petitioner submitted the initiatives undert aken under various schemes/programmes, which have

been briefly discussed in the sub-sections below.

14 Uttarakhand Electricity Regulatory Commission



2. Petitioner 0:

2.5.1 Restructured Accelerated Power Development and Reform Programme (R-APDRP)

Ministry of Power, Govt. of India, has launched the Restructured Accelerated Power
Development and Reforms Programme (R-APDRP) in the Xl Five year Plan, for which Power
Finance Corporation Limited (PFC) has been designated as the Nodal Agency. The programme
spans from data acquisition at distribution level till monitoring of results of steps taken to provide
an IT backbone and strengthening of the Electricity Distribution system across the Country under
the programme. The objective of the programme is to reduce the AT&C losses to the extent of 15%

in project areas.
2.5.1.1 Part-A of R-APDRP

The Petitioner has identified 31 no. towns for implementation of the scheme and sought
approval of the Commission for investments in the works related to establishment of base line data,
consumer indexing, GIS mapping, IT applications for energy accounting / auditing and IT based
consumer services in 31 towns covered under PartA of R-APDRP programme scheme including
O6specific exclusion works©o. The Petitioner has
including specific exclusion works within R-APDRP and Non R-APDRP IT based consumer
services, for which the loan has already been sanctioned and the work is planned to be completed
by September, 2012. Out of the above proposed capital expenditure, Rs. 150.48 Crore has been
allocated by the Petitioner for R-APDRP works. Against the said amount, Rs. 125.82 Crore has been
covered under loan assistance sanctioned by Power Finance Corporation while Rs. 24.66 Crore has
been earmarked for works mentioned unde repave8Bbyec i f
PFC. The balance cost of Rs. 6.91 Crore has been allocated for works in rural areas including
industrial consumers, not covered under R-APDRP programme, for implementation of IT based

consumer services in these areas.

In these selected 31 townsunder R-APDRP scheme, there are number of towns having rural
areas beyond the municipal limits and therefore are not eligible to be covered under the
programme. The sub-divisions having towns which have been covered under the scheme as well as
those not covered in the scheme shall have the problem of handling works like metering, billing,
collection, customer care etc. due to two parallel systems namelyIT enabled system developed
under R-APDRP and existing system of UPCL and therefore, in order to bring u niformity in the

State the Petitioner has included additional 44 sub-divisions and 4 other offices which are not
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covered under the R-APDRP scheme for carrying out at least works pertaining to consumer services
namely metering, billing, collection etc. Howe ver, works pertaining to consumer indexing, GIS
mapping, IT applications in energy audit and accounting which are also part of Part -A of R-APDRP

programme have not been included for these suburban/rural areas.

Accordingly, an amount of Rs. 31.57 Crore, which is about 20% of the total project cost, shall
have to be arranged by the Petitioner from its internal resources/Financial Institutions, for

implementation of Part -A of the R-APDRP scheme and additional Non-RAPDRP works.
2.5.2 Part-B of R-APDRP

Part-B of R-APDRP includes regular distribution strengthening projects covering
Renovation, modernization and strengthening of 11 KV level substations, Transformers /
Transformer Centers, Reconductoring of lines at 11 kV level and below, Load Bifurcation, Feeder
Separdion, Load Balancing, HVDS (11 KV), Aerial Bunched Conductoring in dense areas,
replacement of electromagnetic energy meters with tamper proof electronic meters, installation of
capacitor banks and mobile service centers etc. In exceptional cases, where # sub-transmission

system is weak, strengthening at 33 kV or 66 kV levels may also be considered.

For Special Category State like Uttarakhand, the Central Govt. shall provide upto 90% funds
for the projects in the form of loans, which shall be converted i nto grants in respect of each project
in five equal tranches on achieving 15% AT& C loss in the project area on a sustainable basis for a
period of five years. Further, if the utility fails to achieve/sustain the AT&C losses at 15% for a
particular year,the year s tranche of conversion of |l oan int

to the shortfall in achieving 15% AT&C loss target from the starting AT&C loss figure.

The Petitioner has submitted Detailed Project Reports (DPRS) in respect of all the31 no. of
towns to Ministry of Power, Government of India, which have been analysed and evaluated by the
PFC and likely to be presented before the Steering Committee for approval in the next meeting. The
estimated value of the scheme is Rs. 631.51 Crore &ork completion schedule shall be decided by
the Steering Committee, which shall in no case exceed five years from the date of approval of the
project. The summary of the type of works proposed by the Petitioner under the Scheme are as

under:
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Table 2.7: Summary of Works proposed under Part -B of R-APDRP (Rs. Crore)

S.No. Particulars Amount

1 33/11 kV Sub-Stations 69.99
2 33 kV Lines 16.47
3 11 kV Lines 61.18
4 Distribution Transformers 83.92
5 Bare LT Conductors replaced by ABC 58.76
6 Capacitor Bank 14.83
7 HVDS 134,91
8 Replacement of Meter 35.30
9 Shifting of Meters to outside the Consumer Premises 88.67
10 Cost for Miscellaneous Iltems 66.48

Total 631.51

2.5.3 Rural Electrification (RGGVY)

UPCL has submitted that under Rajiv Gandhi Grameen Vidyutikaran Yojana (RGGVY), a
Central Government sponsored scheme, it has been sanctioned a total amount of Rs. 760.14 Crore.
As per the financial progress submitted till September 30, 2011 in the Petition, UPCL has incurred a
total of Rs. 696.53 Crore out of a total sanctioned amount of Rs. 760.14 Crore, out of which it has
received Rs. 660.77 Crore (90%) so far and remaining 10% shall be available on completion of the

scheme. Thus, expenditure in excesof amount received is being done through internal resources.
2.5.4 Loss Reduction Initiatives

The Petitioner submitted that these initiatives are aimed at reducing the overall technical
and commercial losses in the distribution system and commercial functionin g of the

Petitioner. The projects shall involve the following activities:

e Superintending Engineers (Test) have been posted in both the Distribution Zones for

improvement in metering and to control theft of electricity.
e Metering of 98.39% consumers has bee completed.

e The work of installing AMR meters on the grid substations is in progress and expected

to be completed by March, 2012.

¢ Meters installed on the connections of small units like ICE Candy, ICE Factory, Plastic

Industry have been shifted outside th e premises.

¢ New connections are being released by installing meters outside the premises of the

consumers.
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Target of 1,50,000 meters has been fixed during the FY 20123 for shifting the meters
outside the premises of the consumers installed on old connecions. 60,000 meters have

been shifted so far.

e Automatic Meter Reading (AMR) of 4,577 consumers has been started which is targeted
for 5,500 consumers by the end of March, 2012. Further, sanction has also been accorded

for AMR of 1,600 additional consumers.

e The work of double metering by installing CT / PT unit outside the premises of the
consumers is in progress. Action plan has been prepared for double metering of all 33

KV & 11 KV consumers.

e Regular raids are being conducted on the premises of the consumes to curb theft of
electricity. For the period from April, 2011 to August, 2011, checking of 957 premises
have been done out of which 67 consumers have been found in indulging of theft of

electricity. FIRs have been lodged against the defaulting consumers

3 phase, 3 wire meters are being replaced by 3 phase, 4 wire meters.
2.5.5 Metering

The Petitioner has emphasised the fact that, as per direction given by Commission in its
order dated 11-08-2005, out of a total 77,334 uAmetered connections in June, 2005,he Petitioner
metered all its un-metered connections except approximately 24,610 connections in domestic

category and private tube wells category.
2.5.6 Meter Reading

To ensure timely meter reading, bill distribution and effective disconnection, these
commercial activities had been outsourced in select divisions, both in Hill districts and Plain areas
by the Petitioner and this arrangement is showing improvement in billing on metered basis. The
Petitioner submitted that the Overall meter reading in the month of August, 2011 was at the level of
88.61% and it has issued an enhanced target level between 95% to 97% by the end of March, 2012 to

all the distribution divisions..
2.5.7 Consumer Services

The Petitioner has taken several measures to improve the consumer servicesSome of these
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measures are mentioned below:

e Arrangement with Punjab National Bank for revenue collection through its Branches

across the State
e Provision of Drop Boxes in most of the departmental offices/collection centres

¢ Holding of regular mobile camps in rural/urban areas for greater accessibility of

consumers to collection centres
e Collection through Post Offices

¢ Provision of basic minimum facilities such as shed, sitting arrangement, drinking water,
fans, toilets, etc. provided in urban collection centres in Dehradun and other major

towns
e Constitution of forums for Redressal of Grievances of Consumers in both the Zones

e Constitution of Corporate Level Dispute Settlement Committee at Head Office to
facilitate speedy settlement of disputed electricity arrears in respect of industrial

consumers
2.5.8 Non-FundedDistribution Investment

The Petitioner has submitted that there is still an urgent need for funds for system
improvement and augmentation in the other circles / divisions apart from the funded capital
investment schemes like RGGVY/R-APDRP for select areas. As a part of a continuous process in
order to meet the increasing demand in the LT distribution segment, the Petitioner has been
investing to improve the sub -transmission and distribution network by u p-gradation of sub-stations
& lines, replacement of poles & conductors, etc. During FY 201112 and FY 201213, the Petitioner
has proposed to undertake internal system improvement/capital works of Rs. 92 Crore and Rs. 97

Crore respectively towards this obj ective.
2.5.9 New Initiatives

The Petitioner is planning to take some more new initiatives for both short -term and long-
term to improve the distribution system, commercial / billing system, service quality of the present
system to improve the overall performanc e of the Petitioner. These new initiatives are still at

finalization stage and the present petition does not include estimated cost of these new initiatives.
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The Petitioner has requested the Commission that costs of these new initiatives be allowed in

addit i on to the present Petitionds projected cost
initiatives.

2.6 Truing -up for FY 2009-10

The Commission in exercise of power vested with it under section 181 read with sections 61,
62 & 86 of the Electricity Act, 2003 issued the Uttarakhand Electricity Regulatory Commission
(Terms and Conditions for Truing up of Tariff) Regulations, 2008 on 11 -03-2008. These Regulations
provides for Truing up of approved expenses and revenue on the basis of actuals (provisional /

audited) for the same. These Regulations also specify the procedure for Truing up.

Further, the Commission vide its Order dated 24-052011 had truedup the expenses and
revenue of the Petitioner for the period from FY 2005-06 to FY 200910. This Truing up exercise was
based on audited data for the period upto FY 2008-09, whereas for the FY 200910, the truing-up
exercise was based on provisional data in the absence of availability of audited data for the said
period at that time. The annual accounts for the FY 2009-10 has now been got audited by the
Petitioner and on the basis of this audited data, the Petitioner has requested the Commission to
True up the expenses and revenue for the FY 200910. The computations of revenue and expenses
under various heads alongwi th the relevant records and supporting documents with reasons and
justifying such calculations under each head have been made. The headwise details of variations in

expenses and revenue with justification are enumerated below.
2.6.1 Power Purchase Expenses

The Petitioner has considered the actual power purchase expenses for FY 20090 on the

following basis:

e Based on the actual bills received from the generating companies.

e Energy purchased through U.l. Overdrawl during the year is considered towards State
consumption and Revenue received towards Energy charges for U.l. Underdrawls has
been reduced from the power purchase cost.

e Cost of free power has been considered at a rate equivalent to the average power
purchase rate for purchase from all firm sources except GoU free power in line with the
methodology adopted by the Commission in its tariff order dated May 24, 2011.

e The Petitioner has claimed arrear amount for FY 200910 payable to NHPC, in
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accordance with Tariff Orders issued by CERC for various stations of NH PC in 2011.

e Transmission charges payable to PGCIL and PTCUL are included in total Power

purchase cost for the year.

The details of power purchase expenses are as follows:

Table 2.8: Power Purchase Expensesfor FY 2009-10

Details Gross Units (MU) Cost (Rs.Crore)
NTPC 2,606.39 534.83
NHPC 372.94 142.10
NPCIL 38.99 5.20
SJVNL 11.32 4.06
THDC 65.08 38.22
Ul Overdrawal 762.27 322.47
Open Market Purchases 138.91 95.41
UJVNL 3,748.89 598.94
GoUs Power 649.55 126.91
IPPs & UREDA 151.83 43.44
Total Units Purchased 8,546.17 1,911.58
(+) Excess of Inward Banking 137.61 -
(-) U.l. Underdrawl 42.29 10.24
Arrear of NHPC Stations - 21.28
State Consumption 8,641.49 1,922.61
Transmission and Other Costs - 171.49
State Consumption 8,641.49 2,094.10

The variation in power purchase expenses as claimed by the Petitioner and as approved by

the Commission is as follows:

Table 2.9: Variation in Power Purchase Expenses for FY 2009-10 (Rs. Crore)

Particulars

Approved Actual

Variation

Power Purchase Expenses

2,154.33 2,094.10

60.23

2.6.2 Operation and Maintenance (O&M) Expenses

O&M Expenses include Repairs and Maintenance Expenses,

Employee Costs and

Administration & General Expenses, which are based on actual expenses as shown in the Annual

Accounts for the year. O&M Expenses have been claimed net of capitalization. The variation in

O&M Expenses as claimedby the Petitioner and as approved by the Commission is as follows:

Table 2.10: Variation in O&M Expenses for FY 2009 -10 (Rs. Crore)

Particulars

Approved | Actual

Variation

Operation and Maintenance Expensea

271.03| 272.17

(1.14)

Less: Capitalization

36.81| 36.81

Net Cost

234.22| 235.36

(1.14)
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2.6.3 Interest and Finance Charges

The Petitioner has not claimed any interest

Commi ttee Report) C P S UGosernrhentaLband including kabilises df pdwer P .

purchase due to UPPCL, UPRVNL and UPJVNL, pending finalization of the Transfer Scheme with
UPPCL. However, Interest on GoU Loans has been claimed on the basis of actual interest accrued
(net of capitalization of IDC) during the financial year. Interest part of the EMI payable during
April, 2009 to March, 2010 has been claimed towards interest on REC old loans in line with the
terms and conditions of the loan agreement. Government guarantee fee on loans is clamed on
actual basis during the year. Other interest and finance charges under this head are claimed on the
basis of amount shown in Annual Accounts for the year. The details of Interest and Finance charges

as claimed by the Petitioner are as follows:

Table 2.11: Interest and Finance charges for FY 200910 (Rs. Crore)

Particulars Amount
APDRP 2.75
District Plan 1.70
MNP 0.46
PMGY 6.60
State Plan 2.83
Total Interest on GoU Loan 14.34
Interest on REC(OId) Loans 31.35
Interest on RGGVY & AREP Loans 7.26
Interest on consumers security deposit 12.84
GoU Guarantee Fees 2.83
Other financial & Bank charges 3.22
Gross Interest and Finance Charges 71.84
Less: Capitalization 5.40
Net Interest and Finance Charges 66.44

Variation in Interest and Finance charges as claimed by the Petitioner and as approved by

the Commission is as follows:

Table 2.12: Variation in Interest and Finance Charges for FY 200910 (Rs. Crore)

Particulars Approved Claimed by UPCL for Variation
Truing Up
Interest and Finance charges 68.35 71.84 (3.49)
Less: Capitalization - 5.40 (5.40)
Net Charges 68.35 66.44 1.91

2.6.4 Depreciation

The Petitioner has considered Gross FixedAssets (GFA) as on 0811-2001 at Rs. 508.00 Crore.
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as per the value recognized by

Petitoner further submitted that the value of GFA as on 08-11-2001 has been taken at Rs. 1058.18

Hondbl e

Commi sSsi ¢

Crore in the provisional Transfer Scheme and therefore the same value is reflected in the Annual

Accounts for the FY 200910. Therefore, the Petitioner has also requested the Commission to

recognize the actual value of GFA as on 0811-2001 on finalization of Transfer Scheme and allow

depreciation accordingly on the value of final GFA.

The Petitioner has computed the depreciation as per rates provided in the UERC (Terms and

Conditions for Determination of Tariff) Regulations, 2004. The Petitioner has provided for full

yeards depreciation on

t he

opening

val ue

of

as s e

during the year, based on which the average rate of depreciation works out as 3.80%.The item-wise

details of depreciation are as follows:

Table 2.13: Item-wise details of Depreciation for FY 2009 -10 (Rs. Crore)

Head of Account Amount
Land & Rights -
Buildings 1.37
Hydraulic Works 0.01
Other Civil works 0.02
Plant & Machinery 10.26
Lines & Cable Network 53.36
Vehicles 0.14
Furnitures & Fixtures 0.23
Office Equipment 0.69
Total 66.08
Less: Depreciation on Grants 28.97
Net Chargeable Depreciation 37.11

Variation in depreciation as claimed by the Petitioner and as approved by the Commission is

as follows:

Table 2.14: Variation in Depreciation for FY 2009 -10 (Rs. Crore)

Particulars Approved

Actual

Variation

Depreciation

24.33

37.11

(12.78)

2.6.5 Provision for Bad & Doubtful Debts

The Petitioner has claimed Provision for bad and doubtful debts @ 2.5% of the tariff revenue.

Considering the Tariff Revenue at Rs. 1805.25 Crore the figure for Provision for Bad and Doubtful
Debts works out to Rs. 45.13 Crore. ThePetitioner submitted that annual provision towards bad &

doubtful debts is an accepted method of accounting and considering the peculiarity of retail supply
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of electricity business and the same has also been recognized by the SERCs. The Petitioner further
submitted that, considering the geographical spread of the large consumer base across the State
including a large part of the same prevailing in the difficult terrain and hilly region and the problem
of realizing energy dues from retail consumers, the pro vision of bad & doubtful debts was claimed
at 2.50% on the sales revenue during provisional truing-up exercise for FY 200910. However, the
same was not allowed by the Commission, citing un -satisfactory compliance made by the Petitioner
in this regard. The Petitioner has now again claimed provision for bad and doubtful debts for FY
200910 at 2.50% of the tariff revenue.Variation in provision for bad and doubtful debts as claimed
by the Petitioner and as approved by the Commission is as follows:

Table 2.15: Variation in Bad & Doubful Debts for FY 2009 -10 (Rs. Crore)

Particulars Approved Actual | Variation
Provision for Bad and Doubtful Debts - 45.13 (45.13)

2.6.6 Interest on Working Capital

The Petitioner has worked out Interest on Working Capital in line with the methodology

adopted by the Commission during earlier Truing up exercise as shown as follows:

Table 2.16: Interest on Working Capital for FY 2009-10 (Rs. Crore)

Particulars Amount
Operation and Maintenance Expenses (one month) 19.61
Collection Inefficiency (5%) 90.26
Receivables (2.5 months) 376.09
Sub-total 485.97
Less: Adjustment for security (average) 213.98
Credit given by suppliers (one month) 174.51
Net working capital 97.48
Interest on working capital @ 12.25% 11.94

Variation in Interest on working capital as claimed by the Petitioner and as approved by the

Commission is as follows:

Table 2.17: Variation in Interest on Working Capital for FY 2009 -10 (Rs. Crore)

Claimed by
Particulars Approved UPCL for Variation
Truing Up
Interest on Working Capital 13.20 11.94 1.26

2.6.7 Return on Equity

The Petitioner has claimed Return on equity at the same value as allowed by the
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Commission vide its order dated May 24, 2011. The Petitioner has submitted a claim of 14% on
Equity base of Rs. 24.79 Crore, which works out to Rs. 3.47 Crore. Therefore, there is no variation in

Return on Equity as approved by the Commission and now claimed by the Petitioner.
2.6.8 Tariff Revenue

The tariff revenue from sale of energy to State consumers has been considered as per actual
value of sales reflected in the Audited Annual Accounts of the FY 2009-10. The distribution losses
claimed in the Petition were 24.53% for the FY 200910, which were determined by the Commission
as 25.09% after recasting the unmetered sales as against the target of distribution losses of 20.32%.
Further, the Petitioner has also considered Deemed revenue for excess distribution losses as per the

direction of the Commission.

Table 2.18: Tariff Revenue for FY 2009-10 (Rs. Crore)

Particulars Amount
Tariff Revenue at 25.09% loss level 1805.25
Deemed revenue on excess loss of (25.0920.32) % 114.95
Total Tariff Revenue 1920.20

Variation in Tariff Revenue as claimed by the Petitioner and as approved by the

Commission is as follows:

Table 2.19: Variation in Tariff Revenue for FY 2009 -10 (Rs. Crore)
Particulars Approved Actual Variation
Tariff Revenue 2160.66 1920.20 240.46

2.6.9 Non-Tariff Revenue

The Petitioner has considered the income from non-tariff sources, such as late payment
surcharge, interest on deposits and other miscellaneous income as per the annual accounts for the
FY 200910. The details of Non-Tariff Revenue showing the variation from the values as approved

by the Commission in its order dated May 24, 2011 are as follows:

Table 2.20: Non-Tariff Revenue for FY 2009-10 (Rs. Crore)

Particulars Approved | Actual | Variation

Interest 56.10| 56.17 (0.07)
Delayed Payment Surcharge 9.34 9.34 -
Miscellaneous chargesfrom consumers 0.27| 130.51| (130.24)
Miscellaneous Receipts 7.53| 11.55 (4.02)
Income from Staff Welfare Activities - 0.10 (0.10)
Rebate / incentives 18.71| 18.71 -

Total 91.95| 226.38| (134.43)
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2.6.10 ARR & Revenue for the FY 200910

Based on above submissionsthe summary of expenses and revenue for the FY 200910 as

approved by the Commission and as claimed by Petitioner is as follows:

Table 2.21: Summary of Expenses and Revenue for FY 200910 (Rs. Crore)

Particulars Approved | Claimed by UPCL for Truing Up

Power purchase 2154.33 2094.10
O&M Expenses 234.22 235.36
Interest and Finance charges 68.35 66.44
Depreciation 24.33 37.11
Provision for Bad and Doubtful Debts - 45.13
Interest on working capital 13.20 11.94
Return on Equity 3.47 3.47
Total Expenses 2497.90 2493.55
Non-Tariff Revenue 91.95 226.38
Aggregate Revenue Requirement 2405.95 2267.17
Tariff Revenue 2160.68 1920.20
Surplus (+) / Deficit ( -) (245.27) (346.97)
Excess Deficit 101.70

2.7 Provisional Truing -up for FY 2010-11

The Petitioner has requested the Commission to true up the expenses and revenue for the FY
201011 on the basis of provisional data. The Petitioner has submitted the computations of revenue
and expenses under various heads alongwith the relevant records and supporting documents with

reasons for variation. The headwise details of costs with justification are enumerated below.

2.7.1 Power Purchase Expenses

The Petitioner has considered the actual power purchase expenses for FY201011 on the

following basis:
¢ Based on the actual bills received from the generating companies.

e Energy purchased through U.I. Overdrawl! during the year is considered towards State
consumption and Revenue received towards Energy charges for U.l. Underdrawls has

been reduced from the power purchase cost.

e Cost of free power has been considered at a rate equivalent to the average power
purchase rate for purchase from all firm sources except GoU free power in line with the

methodology adopted by the Commissio n in its tariff order dated May 24, 2011.
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e The Petitioner has claimed arrear amount for FY 2010611 payable to NHPC, in

accordance with tariff orders issued by CERC for various stations of NHPC in 2011.

e Transmission charges payable to PGCIL and PTCUL are induded in total Power

purchase cost for the year.

The details of power purchase expenses are as follows:

Table 2.22: Power Purchase Expenses for FY 201011

Details Gross Units (MU) Cost (Rs.Crore)

NTPC 2,845.64 688.24
NHPC 449.91 119.44
NPCIL 186.62 49.33
SJVNL 48.15 13.41
THDC 101.43 49.40
Ul Overdrawal 643.08 228.95
Open Market Purchases 243.07 101.42
UJVNL 4,414.70 647.85
GoUs Power 752.47 149.04
IPPs & UREDA 231.44 71.86
Total Units Purchased 9,916.51 2,118.94
(+) Excess of Inward Banking 35.36 -

(-) U.I. Underdrawl 293.20 63.01
Arrear of NHPC Stations - 16.81
State Consumption 9,587.95 2,072.74
Transmission and Other Costs - 237.42
State Consumption 9,587.95 2,310.16

The variation in power purchase expenses as approved by the Commission and as claimed
by the Petitioner is as follows:
Table 2.23: Variation in Power Purchase Expenses for FY 2010-11 (Rs. Crore)

Particulars Approved Actual Variation
Power Purchase Expenses 1930.18 2,310.16 (379.98)

2.7.2 Operation and Maintenance (O&M) Expenses

The O&M Expenses include Repairs and Maintenance Expenses, Employee Costs and
Administration & General Expenses, which are based on actual expenses as shown in the Annual
Accounts for the year. O&M Expenses have been claimed by the Petitioner net of capitalization. The
variation in O&M Expenses as approved by the Commission and as claimed by the Petitioner is as

follows:
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Table 2.24: Variation in O&M Expenses for FY 2010 -11 (Rs. Crore)

Particulars Approved Actual Variation
Operation and Maintenance Expenses 303.95| 331.05 (27.10)
Less: Capitalization 24.10 44.28 (20.18)
Net Cost 279.85| 286.77 (6.92)
2.7.3 Interest and Finance Charges
The Petitioner has not claimed any interest on
Commi ttee Report) CPSUGs Liabilities and U.P. Gove

purchase due to UPPCL, UPRVNL and UPJVNL, pending finalization of the Transfer Scheme with
UPPCL. However, Interest on GoU Loans has been claimed on the basis of actual interest accrued
(net of capitalization of IDC) during the financial year. Interest part of the EMI payable during
April, 2010 to March, 2011 has been claimed towards interest on REC old loans in line with the
terms and conditions of the loan agreement. Government guarantee fee on loans is claimed on
actual basis during the year. Other interest and finance charges underthis head are claimed on the
basis of amount shown in Annual Accounts for the year. The details of Interest and Finance charges
are as follows:

Table 2.25: Interest and Finance charges for FY 201011 (Rs.Crore)

Particulars Amount
APDRP 1.33
District Plan 2.22
MNP 1.64
PMGY 6.11
State Plan 2.41
Total Interest on GoU Loan 13.71
Interest on REC (OId) Loans 30.40
Interest on RGGVY & AREP Loans 1.70
Interest on consumers security deposit 16.58
GoU Guarantee Fees 2.73
Other financial & Bank charges 4.79
Gross 69.91
Less: Capitalization 2.30
Net Charges 67.61

Variation in Interest and Finance charges as approved by the Commission and as claimed by

the Petitioner is as follows:

Table 2.26: Variation in Interest and Finance Charges for FY 2010 -11 (Rs. Crore)

Particulars Approved | Claimed by UPCL for Truing Up Variation
Interest and Finance charges 67.80 69.91 (2.11)
Less: Capitalization - 2.30 (2.30)
Net Charges 67.80 67.61 0.19
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2.7.4 Depreciation

The Petitioner has considered Gross Fixed Assets (GFA) as on 081-2001 at Rs. 508.00 Crore.

as per the value recognized by the Commission in Tariff Orders issued from time to time. The

Petitoner further submitted that the value of GFA as on 08-11-2001 has been taken at Rs. 1058.18

Crore in the provisional Transfer Scheme and therefore the same value is reflected in the Annual

Accounts for the FY 200910. Therefore, the Petitioner has also requestd the Commission to

recognize the actual value of GFA as on 0811-2001 on finalization of Transfer Scheme and allow

depreciation accordingly on the value of final GFA.

The Petitioner has computed the depreciation as per rates provided in the UERC (Terms ard

Conditions for Determination of Tariff) Regulations, 2004. The Petitioner has provided for full

year s depreciation on

during the year, based on which the average rate of depredation works out to 3.85%. The item-wise

details of depreciation are as follows:

t he

opening value

Table 2.27: Item-wise details of Depreciation for FY 2010 -11 (Rs. Crore)

Head of Account Amount
Land & Rights -
Buildings 1.45
Hydraulic Works 0.01
Other Civil works 0.02
Plant & Machinery 12.03
Lines & Cable Network 65.54
Vehicles 0.14
Furnitures & Fixtures 0.28
Office Equipment 1.79
Total 81.26
Less: Depreciation on Grants 31.56
Net Chargeable Depreciation 49.70

Variation in depreciation as approved by the Commission and as claimed by the Petitioner is

as follows:

Table 2.28: Variation in Depreciation for FY 2010 -11 (Rs. Crore)

Particulars | Approved

Claimed by UPCL for Truing Up

Variation

Depreciation 25.03

49.70 | (24.67)

2.7.5 Provision for Bad & Doubtful Debts

of

as s e

The Petitioner has claimed Provision for bad and doubtful debts @ 2.5% of the tariff revenue.
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Considering the Tariff Revenue at Rs. 2509.20 Crore the figure for Provision for Bad and Doubtful
Debts works out to Rs. 62.73 Crore. The Petitioner has submittedthat the annual provision towards
bad & doubtful debts is an accepted method of accounting and considering the peculiarity of retail
supply of electricity businessand the same has also been recognized by the SERCs. The Petitioner
further submitted that, ¢ onsidering the geographical spread of the large consumer base across the
State including a large part of the same prevailing in the difficult terrain and hilly region and the
problem of realizing energy dues from retail consumers, the provision of bad & do ubtful debts was
claimed at 2.50% on the sales revenue for FY 202Q1. However, the Commission had approved the
same at 1.50% of the sales revenue. The Petitioner has now again claimed provision for bad and
doubtful debts for FY 2010-11 at 2.50% of the taiff revenue. . Variation in provision for bad and
doubtful debts as approved by the Commission and as claimed by the Petitioner is as follows:

Table 2.29: Variation in Bad & Doubful Debts for FY 2010 -11 (Rs. Qore)

Particulars Approved | Claimed by UPCL for Truing Up | Variation
Provision for Bad and Doubtful Debts 35.34 62.73 (27.39)

2.7.6 Interest on Working Capital

The Petitioner has worked out Interest on Working Capital in line with the methodology

adopted by the Commission during earlier Truing up exercise as shown as follows:

Table 2.30: Interest on Working Capital for FY 201011 (Rs. Crore)

Particulars Amount
Operation and Maintenance Expenses (one month) 23.90
Collection Inefficiency (4%) 100.37
Receivables (2.5 months) 522.75
Sub-total 647.02
Less: Adjustment for security (average) 273.52
Credit given by suppliers (one month) 192.51
Net working capital 180.98
Interest on working capital @ 11.75% 21.27

Variation in Interest on working capital as approved by the Commission and as claimed by
the Petitioner is as follows:
Table 2.31: Variation in Interest on Working Capital for FY 2010 -11 (Rs. Crore)

Particulars Approved | Claimed by UPCL for Truing Up | Variation
Interest on Working Capital 14.10 21.27 (7.17)

2.7.7 Return on Equity

The Petitioner has claimed Return on equity on the share capital of Rs. 577 Crore alongwith
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amount of internal resources approved by the Commission vide its order dated April 10, 2010. The
Petitioner further mentioned that based on the transfer scheme agreed between the Petitioner and
U.P. Power Corporation Limited (UPPCL), a liability of Rs. 572 Crore was transferred to the
Petitioner against the power purchase dues on UPPCL towards Central Power Sector Utilities. The
said liability of Rs. 572 Crore was taken over by GoU by issuing the power bonds, which was
subsequently converted into share capital of the Petitioner by GoU vide its Order No. -

258/1(2)/2010 -05/81/2006, dated 09-02-2010.

The Petitioner has submitted a claim of 14% on Equity base of Rs. 611.07 Crore, which works
out to Rs. 85.55 Crore. Therefore, the variation in Return on Equity as approved by the Commission
and now claimed by the Petitioner is as follows:

Table 2.32: Variation in Return on Equity for FY 2010 -11 (Rs. Crore)
Particulars Approved | Claimed by UPCL for Truing Up Variation
Return on Equity 5.47 85.55 (80.08)

2.7.8 Tariff Revenue

The tariff revenue from sale of energy to State consumers has been considered as per actual
value of sales reflected in the Provisional Annual Accounts for FY 2010-11. The distribution losses
claimed in the Petition were 21.61% for the FY 200910, as against the target of distribution losses of
19.00%. Further, the Petitioner has also considered Deemed revenue for excess distribution losseas

per the directions of the Commission.

Table 2.33: Tariff Revenue for FY 2010-11 (Rs. Crore)

Particulars Amount
Tariff Revenue at 25.09% loss level 2509.20
Deemed revenue on excess loss of (21.6119.00)% 83.54
Total Tariff Revenue 2592.74

Variation in Tariff Revenue as approved by the Commission and as claimed by the
Petitioner is as follows:
Table 2.34: Variation in Tariff Revenue for FY 2010 -11(Rs. Crore)

Particulars Approved Actual Variation
Tariff Revenue 2344.99 2592.74 (236.75)

2.7.9 Non-Tariff Income

The Petitioner has considered the income from non-tariff sources, such as late payment

surcharge, interest on deposits and other miscellaneous income as per the annual accounts for the
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FY 201011. The details of Non-Tariff Income showing the variation from the values as approved by

the Commission in its order dated April 10, 2010 are as follows:

Table 2.35. Non-Tariff Incomefor FY 201011 (Rs. Crore)

Particulars Approved | Actual | Variation

Interest 2.00 9.35 (7.35)
Delayed Payment Surcharge 9.50 8.21 1.29
Miscellaneous charges from consumers 9.77| 132.52| (122.75)
Miscellaneous Receipts 2.50 2.95 (0.45)
Income from Staff Welfare Activities - 0.12 (0.12)
Rebate / incentives 15.00| 28.85 (13.85)

Total 38.77| 182.00| (143.23)

2.7.10 ARR & Revenue for the FY201611

Based on above submission, summary of expenses, revenue and revenue deficit for the FY

201011 is as follows:

Table 2.36: Summary of Expenses and Revenue for FY 201011 (Rs. Crore)

Particulars Approved | Claimed by UPCL for Truing Up

Power purchase 1,930.18 2,310.16
O&M Expenses 279.85 286.77
Interest and Finance charges 67.80 67.61
Depreciation 25.03 49.70
Provision for Bad and Doubtful Debts 35.34 62.73
Interest on working capital 14.10 21.27
Return on Equity 5.47 85.55
Adjustment for Reduction in Tariff 30.00 -
Total Expenses 2,387.77 2,883.79
Non-Tariff Revenue 38.77 182.00
Aggregate Revenue Requirement 2,349.00 2,701.79
Tariff Revenue 2,355.99 2,592.74
Surplus (+) / Deficit ( -) 6.99 (109.05)
Excess Deficit 116.04

2.8 Review for FY 201112 and Projections for FY 2012-13

2.8.1 Sales for FY 201011 and FY 201112

The Petitioner has submitted the actual recasted sales for FY 201:Q1 and based on same, the
Petitioner has estimated the revised sales for each consumer category for FY 20%12. UPCL
submitted that for consumers in domestic and private tube wells categories, it has considered the
same consumption profile for un -metered and metered consumers, as loth types of consumers are

receiving supply under similar conditions.
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The category-wise quantity variances between the revised sales figures for FY 201611 and

FY 201112 and those approved by the Commission in the Retail Tariff Order for UPCL for FY 2010-

11 and FY 201112, have been shown in the Table below:

Table 2.37: Energy Sales for FY 201011 and FY 201112 (MU)

S FY 201011 FY 201112
No. Category Approved | Actual | Variance |Approved Reylsed Variance
Estimate
1 |RTS1: Domestic 1,253.21 1,478.79 225.58 1,668.3§ 1,656.24 (12.14
2 |RTS2: Non Domestic 710.27 813.25 102.98 853.5] 872.03 18.52
3 |RTS3: Public Lamps 48.13 53.86 5.73 56.41 57.82 1.41
4 |RTS4: Private Tube Wells 144.6C 160.46 15.86 184.57 176.51 (8.06)
5 |RTS5: Govt. Irrigation System 114.3C 112.97 (1.33) 148.73 124.26 (24.47
6 |RTS6: Public Water Works 248.6(0 276.38 27.78 311.57 302.64 (8.93)
7 |RTST7: Industry 3,741.24 4,197.72 456.49 4,213.00 4,814.1% 601.17
LT Industry 235.33 234.96 (0.37) 225.2€ 257.0Q 31.74
HT Industry 3,505.90 3,962.76 456.86 3,987.79 4,557.17% 569.42
8 |RTS8: Mixed Load 108.63 120.85 12.22 151.43 141.39 (10.04
9 |RTS9: Railway Traction 15.19 7.80 (7.39) 8.55 8.35 (0.20)
Total 6,384.1¢ 7,222.07 837.91 7,596.1¢ 8,153.47 557.26

The Petitioner submitted that there is a significant difference in actual sale for FY 2010-11
and the sales as per provisional data is 7222.07 MU as against 6384.16 MU approved by the
Commission. This has also shown its effect onthe revised estimates for FY 201112 by the Petitioner
as the sales estimatation is being undertaken on CAGR for the past years sales data. Accordingly,
the sales for FY 201112 has also been reestimated at 8153.42 MU as against approved sales of

7596.16MU by the Commission.
2.8.2 Energy Sales Forecast for FY 20123

UPCL has projected the energy sales for FY 20143 by applying the same growth rate on
estimated sales for the FY 201112 as was considered while estimating the sales for the FY 201112
on the annual sales for FY 201611. The following table summarises the growth rates considered by

the Petitioner for projection the sales for FY 201213,
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Table 2.38: Basis of Energy Sales Projections by UPCL

S.No. Category Growth Rate considered | Growth Rate Selection Factor

1 RTS1: Domestic 12.00% Five Year CAGR
2 RTS-2: Non Domestic 7.20% Five Year CAGR
3 RTS-3: Public Lamps 7.36% Four Year CAGR
4 RTS4: Private Tube Wells 10.00% Moderate Growth Rate
5 RTS5: Govt. Irrigation System 10.00% Moderate Growth Rate
6 RTS6: Public Water Works 9.50% Five Year CAGR
7 RTS7: Industry

LT Industry 9.38% Five Year CAGR

HT Industry 15.00% Moderate Growth Rate
8 RTS8: Mixed Load 17.00% Four Year CAGR

. . Growth Rate of FY 201011

9 RTS9: Railway Traction 7.00% over EY 200910

The category-wise projected number of consumers and connected load projected as at the

end of FY 201213 and energy sales for the FY 20123 as projected by UPCLhave been shown in the

Table below:
Table 2.39: Energy Sales for FY 201213
FY 201213
S.No. Category Consumers as on | Connected Load | Energy Sales for
31.03.2013 as on 31.03.2013 FY 201213
Numbers kw MU
1 RTS1: Domestic 1,578,149 2,013,957 1,854.99
2 RTS-2: Non Domestic 165,688 619,811 935.08
3 RTS3: Public Lamps 635 14,809 62.08
4 RTS4: Private Tube Wells 25,367 145,024 194.16
5 RTS5: Govt. Irrigation System 1,208 45,531 136.69
6 RTS6: Public Water Works 1,132 60,993 331.39
7 RTS7: Industry 11,998 1,721,608 5,521.86
LT Industry 9,994 194,145 281.11
HT Industry 2,004 1,527,463 5,240.75
8 RTS8: Mixed Load 58 60,025 165.43
9 RTS9: Railway Traction 1 7,630 8.93
Total 1,784,236 4,689,388 9,210.60

2.9 Efficiency parameters

2.9.1 Distribution Loss

The Petitioner has submitted that the Commission had stipulated a loss reduction trajectory
for five years directing the Petitioner to reduce distribution losses by 4% every year up to FY 2007-
08, thereby bringing down the distribution losses from 40.32% in FY 200304 to 24.32% in FY 2007

08. For next three financial years, Commission through its Tariff Orders fixed the loss reduction
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targets of the Petitioner @ 22.32%, 20.32%, & 19.00%for the FY 2608, FY 200910 & FY 201611
respectively. As against, the loss trajectory fixed, the Commission found (estimated) the actual

distribution losses of the Petitioner are as follows:

Table 2.40: Year-wise details of Distribution Losses

Year Approved by Actual Est?mqted by | Actual as per
UERC Commission UPCL record

200304 40.32% 35.55% 29.52%
200405 36.32% 36.63% 26.66%
200506 32.32% 33.38% 28.37%
200607 28.32% 32.84% 29.73%
200708 24.32% 30.98% 29.65%
200809 22.32% 31.02% 28.01%
200910 20.32% 25.09% 24.53%
201011 19.00% | Not estimated so far 21.61%

The Petitioner has submitted that the major difference between the actual Distribution losses
as estimated by the Commission and as per Pet i f
Commission has recasted the unmetered consumption according toitsn or ms , whil e in
record it is shown on actual basis. Another reason of the difference is that the Commission in
various years has also reduced the quantum of energy provisionally billed on the basis of NA / NR,

IDF, ADF, RDF etc. from the sales

The Petitioner submitted that the Commission fixed an impossible loss level at 18%, ignoring
the Petitionerds request of f i x2. ge tad duch ursealiste at
trajectory given by the Commission, the Petitioner is bound to bear financial losses on account of
notional tariff revenue considered by the Commission at the loss target fixed by them whereas the
actual losses are more than such targets. The Petitioner submitted that the Commission has
considered notional revenue of Rs. 479.95 Crore for excess distribution loss incurred by the
Petitioner for the period from FY 2004-05 to FY 200910, which has resulted in financial crunch for
the Petitioner. The Petitioner further submitted that the Commission is regulary approving tariff
revnue less than the expenses approved, the deficit amounting to Rs. 366.24 Crore for the period

from FY 200607 to FY 200910.

The Petitioner submitted that on one hand the Commission has not allowed any return on
the investments made by the applicant company in its capital assets (HT works) for the period from

FY 200708 to FY 201112, without which any loss recution cannot be achieved by a Distribution
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Utility and on the other hand the Commission fixed the loss reduction targets. Even after this
disallowance of any return on the capital assets (HT works), the Petitioner substantially reduced its
distribution losses, which in financial terms amount to Rs. 292.78 Cr for the period from FY 2007-08

to FY 201112.

The Petitioner submitted that even after regular increase in inflation rates, the Petitioner has
reduced its O&M Expenses per unit. Further, it also submitted that approved power purchase
espense per unit has increased by 192% from 89 paise/unit in FY 200203 to 260 paise per unit in FY
200910. However, during the same period the Tariff Revenue has increase only by 38% from 192

paise/unit to 264 paise/unit.
2.9.2 Study on reduction of Distribution Loss

In its previous ARR & Tariff Petition for FY 2011 -12, the Petitioner had submitted the finding
of in house study on distribution losses of the Peititoner, but the Commission vide its Tariff Order

dated May 24, 2011 did not accepted the findings stating the following:

0The Commi ssion also does not find anigallopges i t i n
due to overloading of distribution network inherited from the erstwhile UPSEB. The Commission is of

the view that sufficient time has elapsed since the transfer of the transmission and distribution assets

to the Petitioner from the erstwhile \$EB and accordingly, the Petitioner could have, by taking

appropriate steps, corrected the inherited defic

In this Petition also, the Petitioner again put forward the same findings of the study before
the Commission with the request to kindly examine in detail the contents of the study and consider

the results of the study.

The Petitioner had conducted an in-house study on the Distribution losses of the company,
as per the direction of Commission, in which it had segregated the Distribution losses into Technical
| oss and Commerci al | oss. Whi | e, the TechniRae,l | oss

the Distribution losses were calcul at e d-Biled Eedgy/ | nput Ener gyo.

The Petitioner submitted that the inadequacy of distribution network inherited by the
Petitioner to meet the growing demand for electricity within the State had increased the the
Tec hni cal |l osses with the increase of demand in the

increased energy, keepingresistance as a constant factor. Accordingly, the Petitioner has submitted
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the year-wise position of Distribution losses as under:

Table 2.41: Year-wise position of Distribution Losses

Particulars 200910 | 200809 | 200708 | 200607 | 200506 | 200405 | 200304 | 200203
Input Energy (MU) A 8280| 7631| 6732| 5530| 4882| 4304| 3836| 3482
Ratio of Increased Energy B - 0.92 0.88 0.82 0.88 0.88 0.89 0.88
over next year

Technical Loss c(er abl  14%| 14.40%| 14.46%| 14.02%]| 14.11%| 14.19%)| 14.34%| 14.35%
'Lrgg;‘;‘éemem in Technical D 1.00%| 1.00%| 1.00%| 1.00%| 1.00%| 1.00%| 1.00%

Technical Losses before e(c+d) | 15.00%| 15.40%| 15.46%| 15.02%| 15.11%| 15.19%| 15.34%| 14.35%
Improvement

Commercial Loss F 10.53% | 12.47%| 14.97%| 17.97%| 20.97%| 23.97%| 26.97%| 29.97%
fggsuc“on in Commercial G 1.94%| 2.50%| 3.00%| 3.00%| 3.00%| 3.00%| 3.00%
Distribution Loss h(cth) | 24.53%| 26.87%]| 29.43%| 31.99%| 35.08% | 38.16%| 41.31%| 44.32%
fssdsuc“on in Distribution i(d+g) | 2.94%| 3.50%| 4.00%| 4.00%| 4.00%| 4.00%| 4.00%

Note:Losses in the above table have been calculated backward starting from the financial y&ar 2009
Commerciatistribution losses in financial year 2009 have been estimated @ 10.53% and the remaining
losses i.e. 14% have been considered as Technical Distribution Losses.

In comparison to the Table shown above, the Petitioner submitted that the Commission had
directed to reduce the Technical losses @ 1% per annum for the period from FY 20084 to FY 2007
08 and Commercial losses @ 3% per annum for the period from FY 20084 to FY 200708 and @ 2%
per annum for the period from FY 2008-09 to FY200910, which worked out to a total reduction
target of 24%in distribution losses for the period from FY 2003-04 to FY 200910. Against this target,
the Petitioner had been able to reduce its losses by 26.44% during the same period, which is 2.44%
more as against the targetgiven by the Commission. The Petitioner submitted that Commission,
while fixing the loss reduction trajectory of the Petitioner had not envisaged such huge growth of
demand of the Petitioner and without considering the loss impact of such growth in demand, the
Commission might have fixed the loss reduction trajectory through its Tariff Order dated 08 -09
2003. The Petitioner further submitted that, it is due to increase in the technical losses the level of
losses of the Petitioner i.e. 24.53% in FY 20020 is appearing more than the level of losses fixed by

the Commission i.e. 20.32%, in spite of reducing the losses more than the target by the Petitioner.

The Petitioner has requested the Commission to consider the results of the study made by
the Petitioner and further requested the Commission to revise the loss reduction trajectory
considering the ground realities as observed in loss reduction study. The Petitioner has also
requested for fixing the distribution loss level of the Petitioner for the FY 2012 -13 at 18%.

Accordingly, the Petitioner estimated the Power Purchase Requirement as depicted in the Table

Uttarakhand Electricity Regulatory Commission 37



Order on Retail Supply Tarfifof UPCL for 201213

below:

Table 2.42: Power Purchase Requirement in FY 2011-12 & FY 201213

Energy Balance FY 201.}12 - FY 2.01213
Approved | Revised Estimate | Projected

Power Purchase Requirement (MU) 9263.61 10,142.33) 11,232.44

Sales (MU) 7596.16 8,153.42 9,210.60

Distribution Loss (MU) 1667.45 1,988.91 2,021.84

Distribution Loss (%) 18.00% 19.61% 18.00%

Considering the Transmission Losses at State Periphery @ 2.50% as approved by the

Commission in its Tariff Order dated 18 -03-2008, the Petitioner worked out the energy requirement

at State Periphery of 10,402.39 MU & 11,520.45 MU for FY 20112 & FY 201213 respectively.

2.10 Details pertaining to various elements of ARR

The details of various elements of the ARR have been furnished by the Petitioner and the

same are detailed in the ensuing paragraphs.

2.10.1 Availability of Power and Power Purchase Cost

The Petitioner referring to Regulation 8 of UERC (Terms and Conditions for Determination

of Distribution Tariff) Regulations, 2004, which provides for availability of power has submitted the

following sources of power:

A

A

UJVNL Generationg Stations

Central Generating Stations

Share of 2% free power of GoU

IPPs and Other Generating Stations in the State of Uttarakhand

Other sources including Banking arrangements with Ultilities in other States, short term
power procurement from trading licensees/power exchange and Unscheduled

Interchange

The projected availability from various firm sources of power and the associated cost

estimates are discussed in subsequent paragraphs.

2.10.1.1 Projected Availability from UJVNL

The Petitioner submitted that it has considered the availability from various gene ration
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stations of UJVNL as follows:

A Considered the actual availibilty from April 2011 to August 2011.
A Considered the projections received from UJVNL from September 2011 to March 202.
A Projected same availability for FY 201213 as estimated for FY 201412.

2.10.1.2 Cost of Power from UJVNL

The Petitioner has estimated the power purchase cost for procurement of power from

UJVNL based on the following principles.

A Primary energy rate for FY 2011-12 for ten major generating stations of UJVNL as

determined by the Commission vide its tariff order dated May 10, 2011.

A Rates of power of Small Hydro Plants commissioned after 01-01-2002 as specified in
UERC (Tariff & Other Terms of Supply of Electricity fr om Renewable Energy Sources

and non-fossil fuel based Co-generating stations) Regulations, 2010.

A Rates of UJVNLOs SHPs of capacity above 1 |
vide its Order dated May 19, 2009.

A Rates of power of Small Hydro Plants havin g capacity below 1 MW and commissioned
prior to 01-01-2002 basis on the principle of weighted average cost of power allocated to
State from Central Generating Stations as per their applicable Orders, by the

Commission in its Tariff Order dated May 24, 2011.

A Further, based on the latest GoU notifications a cess of Rs. 0.30 per unit and royalty as
Rs. 0.10 per unit of generation is payable to GoU on the saleable energy generated by the

existing Hydro Power projects of UJVNL.

The Petitioner has considered the average effective rate of the power purchase for the FY
201011 with 3% nominal annual increase while estimating the power purchase cost for the FY 2011

12 and FY 201213 in respect of main plants of UJVNL, SHPs and MBI.
2.10.1.3 Projected Availability from NTPC Ltd. (NTPC)

The Petitioner submitted that it has considered the availability from various generation

stations of NTPC as follows:
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A Monthly energy availability from various NTPC stations based on Firm share allocation

from these plants for the State of Uttarakhand.
A Actual availability for the period from April, 2011 to August, 2011.

A Availability for the period from September, 2011 to March, 2012 based on actual
availability from September, 2010 to March, 2011 period from.

A Estimation for FY 2011-12 considered for the FY 201213.

A However, in case of Jhajjar station due to nonavailability of any previous trend,
Availability from this station for the period from September, 2011 to March, 2012 has
been considered on the trend of availability from this station fo r the period from April,
2011 to August, 2011.

2.10.1.4 Cost of power from NTPC

Keeping in view, the non - finalization of generation tariff by CERC for most of the NTPC
Plants in accordance with its new Tariff Regulations, 2009, the Petitioner has considered the triff as
approved by the Commission vide its Order dated May 25, 2011, towards power purchase cost for
the FY 201112 of the Petitioner in respect of the generating plants of NTPC. The Petitioner has
escalated the rate approved for FY 201112 by 6% (including arrear amount) to arrive at the power

purchase cost for the FY 201213.

Further, the Petitioner has also submitted that it has started receiving power from Dadri
Thermal and Jhajjar stations in FY 201112 only. The Petitioner estimated the rates of these stations
for the FY 201212 on the basis of bills received for the period from April, 2011 to August, 2011. This

rate has been escalated @ 6% (including arrear amount) t@roject the cost for the FY 201213.
2.10.1.5 Availability of Power from NHPC Ltd. (NHPC)

The Petitioner submitted that it has considered the availability from various generation

stations of NHPC as follows:

A Monthly energy availability from various NHPC stations based on monthly design

energy for these plants arrdntiseteplarasd s Fi r ms shar

A Actual availability for the period from April, 2011 to August, 2011.
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A Availability for the period from September, 2011 to March, 2012 based on actual
availability from September, 2010 to March, 2011.

A Estimation for FY 2011-12 considered for the FY 201213.
2.10.1.6 Cost of Power from NHPC

CERC has determined the tariff for most of the generating stations of NHPC under CERC
(Terms and Conditions of Tariff) Regulations, 2009 for the period of FY 200910 to 201314. The
Petitioner has considered this approved tariff for the FY 2011-12 and FY 201213. In cases, where
tariff have not yet been approved by CERC under new Tariff Regulations, 2009, the Petitioner has
considered rates approved by the Commission for computation of power purchase cost for FY 2011-
12 and escalating the same by @ 6% (including arrear amount) to arrive at the popwer purchase cost

for FY 201213.
2.10.1.7 Projected Availability of Power from Other CGS
The Petitioner submitted that it has considered the availability from Other CGS as follow s:

A The monthly energy availability from THDC and SJVNL stations is based on monthly
design energy for these plants and Stated:
whereas in case of generating stations of NPC, the monthly energy availability based on

Stateds Firms share allocation from these p
A Actual availability for the period from April, 2011 to August, 2011.

A Availability for the period from September, 2011 to March, 2012 based on actual
availability from September, 2010 to March, 2011.

A Estimation for FY 2011-12 considered for the FY 201213.
2.10.1.8 Cost of Power from Other CGS

The Petitioner has consideredthe tariff as approved by the Commission vide its Order dated
May 24, 2011for NPC, THDC and SJVNL towards power purchase cost for the FY 2011-12, which

has been escalated @ 6% (including arrear amount) to derive the cost for the FY 20123.
2.10.1.9 12% Free Power of Government of Uttarakhand

Government of Uttarakhand is entitled for 12% free power from the following Stations:
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¢ Dauliganga of NHPC

e Tanakpur of NHPC

e Tehri-l of THDC

e Koteshwar of THDC

¢ Vishnuprayag of Jai Prakash

The Petitioner has followed the same methodology of estimation/projection as was
considered while estimating the energy availability from the respective station of NHPC/THDC for

FY 201112 and FY 201213.
2.10.1.1CCost of Free Power from Government of Uttarakhand

The Petitioner submitted that it has followed the same methodology while estimating the

power purchase cost of GoU®6s free power, asewas det

dated May 24, 2011, wherein the Commission has considered the rate for GoU free power
equivalent to the average power purchase rate for purchases from all other firm sources except free

energy.
2.10.1.1%Projected availability of Power from IPPs and UREDA Projec ts

The Petitioner has considered the availability of power from the generating stations of IPPs

as follows:
A Actual availability for the period from April, 2011 to August, 2011.

A Availability for the period from September, 2011 to March, 2012 based on actual
availability from September, 2010 to March, 2011.

A Estimation for FY 2011-12 considered for the FY 201213, , except in the cases of Motigad,
Birahi Ganga & Rishi Ganga Projects.

A Availability in respect of Motigad project for FY 2011 -12 and FY 201213 has been

considered as per projections provided by the generator.

A Availability in respect of Birahi Ganga & Rishi Ganga new projects have been estimated
at a annual load factor of 45% and the annual energy has been apportioned in months in

theratioofmont hly availability of UJVNL®&s SHP

42 Uttarakhand Electricity Regulatory Commission

proje



2.

Petitioner 0:

2.10.1.1Zost of Power from IPPs and UREDA Projects

The Petitioner has considered the rates of IPPs as specified in UERC (Tariff & Other Terms

of Supply of Elctricity from Renewable Energy Sources and non-fossil fuel based Co-generating

Stations) Regulations, 2010.

2.10.1.13ummarised Availability

Based on the above paras, the following Table summarises the total estimated and projected

availability from various generating stations as submitted by the Petitioner for FY 2011 -12 ard FY

201213.
Table 2.43: Summary of Power Availability in FY 2011 -12 & FY 201213 (MU)
Major Sources FY 201].:12 - FY 2.01213
Approved Revised Estimate Projected
UJVNL 4,339.99 4,825.87 4,825.87
NTPC 2,506.62 2,596.93 2,596.93
NHPC 540.06 436.50 436.50
THDC (including Koteshwar) 62.15 126.47 126.47
NPC 101.57 214.43 214.43
SJVNL 42.90 37.98 37.98
Free Share of GoU 719.60 886.52 886.52
IPPs and UREDA 230.49 298.82 298.82
Total 8,543.38 9,423.52 9,423.52

2.10.1.145ummarised Power Purchase Cost from Firm Sources

Based on the discussion in paras above, the following Table summarises the total estimated

and projected power purchase cost estimated by the Petitioner from various generating stations for

FY 2011312 and FY 201213.

Table 2.44: Summary of Power Purchase Cost from Firm Sources (Rs. Crore)

Major Sources FY 201%12 . FY 2.01213
Approved Revised Estimate Projected
UJVNL 597.34 724.57 746.31
NTPC 663.75 703.29 746.12
NHPC 92.81 114.43 115.15
THDC (including Koteshwar) 33.67 68.88 73.07
NPC 31.16 65.83 69.84
SJVNL 12.05 10.67 11.32
Free Share of GoU 142.03 186.30 194.75
IPPs and UREDA 77.62 106.39 123.69
Total 1,650.43 1,980.36 2,080.25

Uttarakhand Electricity Regulatory Commission

43



Order on Retail Supply Tarfifof UPCL for 201213

2.10.1.18anking

The Petitioner has the banking arrangements with various traders and Generating
Companies including M/s Mittal Processors and M/s Shree Cements from whom it had taken
energy in FY 201011, against which a quantum of 80.96 MU and 256.55 MU respectiely including
5% additional energy is required to be returned in FY 2011-12. The Petitioner also supplied 62.40
MU to M/s GMRETL in June 2011 and 50 MU to M/s MPPL, which will be taken in November
2011, December 2011 and February 2012. Further, the Petitiger is also planning to take 400 MU
through banking for the period from October, 2011 to March, 2012, which will be returned back in
the month of July, 2012 to September, 2012 with 5% additional energy. The Petitioner has also
another plan to take 125.80 MJ through banking in the month of October, 2011, which will be
returned back in the month of April, 2012 & May, 2012 with 5% additional energy.

The Petitioner has not considered any cost either for inward banking or for outward banking

of energy.
2.10.1.16 osses exernal to UPCL system

The Petitioner submitted that while considering power procurement to meet the State
requirement, losses external to its system, i.e. in the Northern Region Power Grid Corporation of
Il ndia Ltd. (PGCI L) sy st em ystemdlsomde@sUth BesaccountednBheni s si or
availability of power for the Petitioner (i.e. at UPCL system boundary) from various sources gets
reduced to the extent of these losses and the Petitioner has, accordingly, incorporated them while

estimating the energy balance and merit order dispatch for meeting the State requirement.

The Petitioner submitted that Northern Region Load Despatch Centre (NRLDC) computes
the losses in the regional transmission system on a weekly basis and the same are used by it in the
scheduling process subsequently. These losses have varied between 3.04% and 5.75%. UPCL has
considered an average level of 4% losses for its energy transactions in the Northern Region, i.e.
while procuring power from Inter -State Generating Stations, drawing banked power from other

States and trading (selling/purchasing).

The Petitioner has also considered losses in the PTCUL system at 2.5%. These losses have
been considered in all energy transactions except in procurement from SHPs and UREDA stations

which ar e connected directly to the UPCL system.
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2.10.1.1Procuement of Deficit Energy

The Petitioner has projected a deficit of 2,424.08 MU (2,327.12 MU at State Periphery) in the
FY 201213 which is projected to meet through entering in short term power purchase agreement /
open market purchase from traders. The rate is assumed to be Rs. 4.82 per unit at State boundary
(Rs. 4.63 per unit at NR periphery, which is 10% higher than the rate at which power has been
purchased through tendering process in FY 201112,

The Petitioner has also submited that, in case cost of procurement of deficit power goes
above Rs. 4.63 per unit (at NR periphery), the Petitioner shall be either allowed to do load shedding
or the Commission may approve an appropriate recovery mechanism to recover the additional cost
of power on monthly basis from the consumers as additional surcharge, as it will not be possible for

the Petitioner to absorb such additional cost.
2.10.1.18rading/Ul Underdrawal

For the FY 201213, the Petitioner has not estimated any surplusenergy.
2.10.1.19Total Power Purchase Cost

Based on the assumptions and methodology discussed above, the Petitioner has estimated
the total power purchase costs for meeting the State demand for FY 201112 and FY 201213 at Rs.
2448.09 Crore and Rs. 3202.83 Croreespectively.

2.10.2 Transmission Charges

The Petitioner has considered the same transmission charges payable to PGCIL and PTCUL
for FY 201112 as determined by the Commission in its Order for FY 2011-12 dated May 25, 2011.
For FY 201213, the Petitioner has projected a nominal increase of 5% over the approved

transmission charges for FY 201112.

The summary of Transmission charges payable to PGCIL and PTCUL are shown in the

Table below:
Table 2.45: Summary of Transmission Charges (Rs. Crore)
Particulars FY 201%12 - FY 2.01213
Approved Revised Estimate Projected
PGCIL 113.35 113.35 119.02
PTCUL 131.82 131.82 138.41
Total 245.17 245.17 257.43
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2.10.3 Operations and Maintenance Expenses

The Petitioner has referred to Regulation 11 of
Determination of Tariff) Regulations, 2004 for determination of Operation and Maintenance
Expenses consisting of Employee Expenses, Repair and Maintenance (R&M) Expenss and
Administration and General (A&G) Expenses. The Petitioner has also referred to the annual
escalation factor determined in accordance with the UERC (Terms and Conditions for Determining
Escalation Factor) Regulations, 2008 which has to be used whiledetermining of annual escalation in
O&M expenses of the Distribution Companies. The Petitioner has considered annual escalation rate

of 6.29% as approved by the Commission in its Order dated May 24, 2011.
2.10.3.1 Employee Expenses

The Petitioner has considered the actual employee expenses for FY 201411 as base values
while projecting its employee expenses FY 201112 and FY 201213, along with following

assumptions:
a. For basic pay, the Petitioner has considered an annual increment of 3%.

b. Dearness allowance has beercomputed by considering the rates of Dearness allowance
@ 51% from April, 2011 to June, 2011, 58% from July, 2011 to December, 2011, 65% from
January, 2012 to June, 2012, 72% from July, 2012 to December, 2012 and 79% from
January, 2013 to March, 2013.

c. House rent allowance, bonus, medical expenses and other allowances computed by

considering the annual escalation rate of 6.29%.
d. Leave salary contribution considered at 11% of Basic Salary and Dearness Allowance.

e. Empl oyerds contribut i ontuity &wayabtks® 19.68%sof Basic and ¢
Sal ary and Dearness Al l owance and empl oyer 0s

provident fund is payable @ 12% of Basic Salary and Dearness Allowance.

f. 30% of the arrear of pay payable as per the recommendation of & Pay Commission for
the period from January, 2006 to March, 2009 has been taken while calculating the

employee expenses for FY 201412.

g. Financial implication of the new recruitment / recruitment plan for the FY 2012 -13.
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h. Capitalization of employee expenses @ 16.2% of total employee expenses equivalent to

the rate of expenses capitalized in FY 201611.

Accordingly, the Petitioner has summarized its Employee Cost for FY 2011-12 and FY 2012

13 as under:

Table 2.46: Employee Expenses for FY 201112 and FY 201213 (Rs. Crore)

FY 201011 FY 201112 FY 201213
Particulars Actual Approved ERset;/rlT?aeti Projected

Salaries 113.40 90.62 116.80 120.31
Dearness Allowance 35.00 53.97 67.75 86.62
Other allowances 17.96 15.69 19.09 20.29
Employer's Contribution towards leave encashment - 1.95 - -
Sub-total 166.36 162.23 203.64 227.22
Leave Salary Contribution 15.15 15.90 20.30 22.76
Employer's contribution towards pension & gratuity 23.78

Employer's contribution towards EPF 3.85 25.90 34.36 38.53
Gross Employee cost 209.14 204.03 258.30 288.51
Less: Capitalization 39.05 41.26 47.05 50.86
Net Employee Expenses 170.09 162.77 211.25 237.65
Arrears of Salary (VI Pay Commission) 31.85 31.85 31.85 -
Finacial Implication of New Recruitment - - 0.28 25.46
Total Employee Expenses including Arrears 201.94 194.62 243.38 263.11

2.10.3.2 Repairs & Maintenance (R&M) Expenses

The Petitioner has considered the actual R&M expenses for FY 20141 as base values while

projecting its R&M Expenses FY 201112 and FY 201213, along with following assumptions:
a. R&M Expenses for FY 201011 escalated by theannual escalation rate of 6.29%.

b. R&M Expenses increased in the ratio of increase in consumers for FY 20112 and FY

201213.

Accordingly, the Petitioner has estimated the R&M Expense for FY 201112 and FY 201213
as under:

Table 2.47: R&M Expenses for FY 2011-12 and FY 201213 (Rs. Crore)

Particulars FY 20111_2 _ FY 2_01213
Approved Revised Estimate Projected

Plant & Machinery 12.27 14.16 16.28

Buildings & Civil Works 1.33 2.15 2.47

Lines & Cable Network 34.85 57.67 66.30

Others 0.85 0.23 0.26

Total 49.30 74.21 85.31
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2.10.3.3 Administrative & General (A&G) Expenses

The Petitioner has considered the actual A&G expenses for FY 201611 as base values while

projecting its A&G Expenses FY 201112 and FY 201213, along with following assumptions:
a. A&G Expenses for FY 201011 escalated by theannual escalationrate of 6.29%.

b. A&G Expenses increased in the ratio of increase in consumersfor FY 201112 and FY
201213. Licence fee for the FY 201213 compuated @ 0.05% of the billed revenue for the
FY 201%12.

Accordingly, the Petitioner has summarized its A&G Expense for FY 2011-12 and FY201213

as under:
Table 2.48: A&G Expenses for FY 2010-11 and FY 201112 (Rs. Crore)
Particulars FY 201}.12 - FY 2.01213

Approved Revised Estimate | Projected
Rent, Rates & Taxes 0.45 0.49 0.57
Insurance 0.11 0.07 0.08
Telephone postage & Telegrams 2.21 2.38 2.73
Legal & Professional Charges 2.13 2.01 2.31
Audit Fees 0.01 0.06 0.07
Fees & Subscriptions (ROC) 0.03 0.34 0.40
Conveyance & Travelling 4.28 3.90 4.48
Electricity & water charges 2.86 4.29 4.93
Printing & Stationery 1.77 1.90 2.18
Advertisement & promotion 1.79 1.75 2.01
License Fee 1.22 1.34 1.58
Other expenses 8.88 11.08 12.74
Total expenses 25.74 29.60 34.07
A&G Expenses Capitalized 2.61 6.07 6.99
Net expenditure 23.13 23.53 27.08

2.10.4 Operations and Maintenance (O&M) Expenses

The summary of total O&M Expenses estimated for FY 201112 as well as projected for FY

201213 based on the above computations is summarized in the following Table:
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Table 2.49: O&M Expenses for FY 2011-12 and FY 201213 (Rs. Crore)

Particulars FY 201.112 ' FY 201213
Approved | Revised Estimate | Projected

Employee Cost 204.03 258.58 313.97
Arrears of 6th Pay Commission 31.85 31.85 -
Administrative & General Expenses 25.73 27.48 31.62
Repairs & Maintenance Expenses 49.30 68.63 78.88
Less: Capitalisation 43.87 53.12 57.85
Increase in consumer base
On A&G Expenses 1.82 2.12 2.45
On R&M Expenses 3.66 5.58 6.43
Total 272.52 341.12 375.50

2.11 Investment Plan

The investment plans for FY 201112 and FY 201213 have been prepared considering the
expected investments under various schemes like District Plan, State Plan, RGGVY, APDRP, PMGY
and MNP including investment under system improveme nt works to be carried out by the
Petitioner. The funding pattern of these investments has also been identified as per the details of

these schemes.

The Petitioner has also proposed to make significant investments in the ensuing year
towards installation of new sub-stations and distribution transformers, up -gradation of existing
sub-stations and distribution transformers, laying of new lines, replacement of poles, etc. The
Petitioner submitted that these investments are not covered under the various schemes like R-
APDRP, but are essential to ensure quality of supply to the consumers. These capital investments
have been estimated at division level for FY 201%12 and FY 201213. The Petitioner has considered
financing of these investments in FY 201213 through loans from the State Government, REC or

PFC.

The Petitioner has also indicated the deficit in expenses incurred and receipt from
consumers by it towards releasing new LT connections. The Petitioner has submitted that it has
managed this deficit through funding from revenue collection and by cash/liability/credit
management mechanism. The Petitioner requested the Commission to approve this deficit as equity
invested/loan borrowed by the Petitioner in the business and allow 14% return/interest on loan on
the deficit amount. These asstes have been capitalized and added to the capital base. The details of
the investment plan for FY 2011-12 and FY 201213 as proposed by the Petitioner is presented in the

following Table:
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Table 2.50: Investment Plan for FY 2011-12 and FY 201213 (Rs. Crore)

FY 201112 FY 201213
Grant/ Loan . Grant/ Loan .
Item Funding Funding
Internal AmOL_mt Agenc Internal AmOl_Jnt Agenc
Funds Received gency Funds Received gency

SCHEME-WISE CAPITAL WORKS
District Plan 30.00 GoU 40.00 GoU
State Plan 49.00 GoU 50.00 GoU
RGGVY 89.44 9.94 REC/GoU REC/GoU
Private Tube-well GoU 10.00 GoU
Energization of Private Tube-well
Feeder Segregation / LT System Financial Financial
Strengthening / Earthing of Transformers Institutes/ 250.00 Institutes/
/ Other System Improvement Works GoU GoU
R-APDRP 76.05 PFC 208.79 PFC
Sub-Total [A] 89.44 164.99 10.00 548.79
OTHERS- INTERNAL CAPITAL WORKS
New 33/11 KV Sub -station 3.00 4.00
New 33 KV lines for feeding new 33/11
KV S/S 2.00 2.00
Incr_easmg capacity of 33/11 KV Sub- 9.00 10.00
station
Increasing 33 KV lines from existing S/s 2.00 2.00
Renovation of 33 KV Sub-stations 2.00 2.00
New 11 KV Composite Main lines 6.00 6.00
11 KV lines upgrading/strengthening 8.00 8.00
Installation of new 11/0.4 KV Distribution 200 200
Transformers
In_cre_asn_wg capacity of 11/0.4 KV 200 200
Distribution Transformers
Construction of New LT lines 3.00 3.00]
Strengthening of LT lines 7.00 7.00
Installation of Meters 19.00 20.00
Installation of Metering
cubicals/CT/PT/AMRS 8.00 8.00
Ariel Bunch Conductors 5.00 7.00
Civil Works 6.00 6.00
Vehicles, Furniture & Fixtures 1.00 1.00
Office Equipments & Computers 2.00 2.00
Consumer Service Centre 1.00 1.00]
MCCB/Capacitor/Insulator 1.00 1.00
Replacement of Poles 1.00 1.00
Misc. Works (System Studies/Network 200 200
Improvement & Others)
Sub-Total [B] - 92.00 - 97.00
GRAND TOTAL 89.44 256.99 10.00 645.79

The details of the investments capitalized and works in progress as submitted by the

Petitioner are shown in the Table below:
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Table 2.51: Capital Work -in-Progress for FY 201112 and FY 201213 (Rs. Crore)

S. 201312 201213
No. Item 201011 (Revised Estimate) (Projected)
1 | Opening Balance 744.23 579.13 425.56

2 | Add:New Investments
Base Expenditure (incl. IDC &

Establishment) 265.02 346.43 655.79
3 |Less:
Inv'estment Capitalised / 430.12 500.00 400.00
Adjustments
4 | Closing balance 579.13 425.56 681.35

Hence, the Petitioner has projected the total investment capitalisation of Rs. 500.00 Crore
and Rs. 400.00 Crore for FY 20112 and FY201213 respectively.

2.12 Fixed Assets

The Petitioner submit that the Commission in its Tariff Order dated May 24, 2011 has
accepted and estimated the value of GFA and additional capitalization till FY 2010-11 to be Rs.
1,169.43 Crore. Further, the division d assets and liabilities between the Petitioner and UPPCL as on
November 8, 2001 (i.e. the date of transfer determined by the Government of India) was based on
the principles/methodology for the same as specified by Gol vide its Order No. 42/7/2000 R&R
dated November 5, 2001 under section 63(4) of the Uttar Pradesh Reorganisation Act, 2000. The
Petitioner has subsequently considered additions to the gross block based on capitalisation of works

under various schemes and projects carried out by it.

The value of Gross Fixed Assets (GFA) as on 08L1-2001 has been considered at Rs. 508.00
Crore as per the value recognized by the Commission in Tariff Orders issued from time to time. The
Petitioner has submitted that the value of GFA as on 08-11-2001 has been take at Rs. 1058.18 Crore
in the provisional Transfer Scheme and therefore the same value is reflected in the Annual Accounts
for the FY 201G11. The Petitioner requested the Commission to kindly recognize the actual value of
GFA as on 0811-2001 on finalization of Transfer Scheme and allow depreciation accordingly on the

value of final GFA.

The following Table outlines the fixed assets as proposed by the Petitioner for FY 201011,
FY 201112 and FY 201213.
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Table 2.52: Gross Fixed Assets (Rs. Crore)

FY 201011 (Actual) FY 201112 (Revised Estimates) FY 201213 (Projected)
Net Net Net
Head of Account Opening Additions Closing | Opening Additions Closing | Opening Additions Closing
Balance | during the Balance | Balance | during the | Balance | Balance | during the Balance
year year year
Land & Rights 15.27 1.09 16.36 16.36 2.96 19.32 19.32 2.37 21.69
Buildings 75.13 4.84 79.97 79.97 14.49 94.46 94.46 11.59 106.04
Hydraulic Works 0.49 0.13 0.62 0.62 0.11 0.73 0.73 0.09 0.82
Other Civil works 151 - 151 151 0.27 1.78 1.78 0.22 2.00
Plant & Machinery 354.48 34.22 388.70 388.70 70.41 459.11 459.11 56.33 515.44
Lines & Cable Network 1,863.52 354.22 | 2,217.74| 2,217.74 401.72| 2,619.46| 2,619.46 321.38| 2,940.84
Vehicles 2.86 - 2.86 2.86 0.52 3.38 3.38 0.41 3.79
Furnitures & Fixtures 4.42 0.82 5.24 5.24 0.95 6.19 6.19 0.76 6.95
Office Equipment 12.50 34.80 47.30 47.30 8.57 55.87 55.87 6.85 62.72
Total 2,330.18 430.12 | 2,760.30| 2,760.30 500.00| 3,260.30| 3,260.30 400.00 | 3,660.30

2.13 Depreciation

The Petitioner submitted that the depreciation has been computed as per rates provided in
UERC (Terms and Conditions for Determination of Tariff) Regulations, 2004. The Petitioner has
provided f odre pfruelcli ayteiaornd son t he opening value of ass:
the assets added during the year. Further, value of grants has been considered @ 38.84% for the FY
2012312 and FY 201213 and depreciation has been claimed on the net value of GFA,which is also
the ratio of depreciation on grant to the total depreciation in FY 2010-11. The following Table
outlines the computation of Depreciation as proposed by the Petitioner for FY 2011-12 and FY 2012
13.

Table 2.53: Depreciation for FY 2011-12 and FY 201213 (Rs. Crore)

Assets Rate FY 201112 FY 201213
Land & Rights - - -
Buildings 2.42% 1.69 2.00
Hydraulic Works 2.57% 0.01 0.02
Other Civil works 1.80% 0.03 0.03
Plant & Machinery 3.60% 13.91 16.19
Lines & Cable Network 3.94% 80.48 94.72
Vehicles 6.00% 0.16 0.19
Furnitures & Fixtures 6.00% 0.33 0.39
Office Equipment 6.00% 3.09 3.55
Total 99.70 117.09
Less: Depreciation on Grants 38.72 45.48
Net Chargeable Depreciation 60.97 71.61

2.14 Interest and Finance Charges

The Petitioner has estimated the interest and finance charges separately for each loan availed
by it under various schemes. As regards loans/liabilities transferred to UPCL under the transfer

arrangement based on the Government of India order effective from November 9, 2001, the
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Petitioner submitted that these liabilities have been transferred to it vide the above mentioned
transfer arrangement and pending finalisation of various issues between the Petitioner and UPPCL,
the Petitioner is not claiming any interest charges under the heads of GPF liabilities, CPSU dues,
and power purchase dues up to November 08, 2001 in this Petition. However, the Petitioner has
prayed that, in case, the Petitioner needs to service these liabilitiesafter final resolution of these
issues, the same may appropriately be considered for pass through in tariffs by the Commission in

future.

Regarding interest on REC old loans, the Petitioner has considered the same at Rs. 29.35
Crore for FY 2012312 and Rs 28.19 Crore for FY 201213 respectively, as per practice adopted by the
Commission in its Tariff Orders issued from time to time. The Petitioner has also considered interest
on security deposit @ 6% on the average of opening and closing balance of Secus Deposit as per

directions of the Commission in its Tariff Order dated 27 -07-2007.

Regarding government guarantee fee, the Petitioner has considered the same @ 1% payable
to the Government of Uttarakhand on the outstanding loans taken by the Petitioner for which
counter guarantee has been provided by the Government. Accordingly, the government guarantee

fee is computed as Rs. 2.73 Crore and Rs. 2.61 Crore for FY 2012 and FY 201213 respectively.

The summary of interest and finance charges claimed by the Petitioner for FY 201112 and
FY 201213 is presented in the following Table:
Table 2.54: Interest and Finance Charges for FY 2011-12 and FY 201213 (Rs. Crore)

Particulars FY 20111.2 _ FY 201213
Approved Revised Estimate Projected
Interest on loans
APDRP 1.15 2.54 2.45
R-APDRP - - -
District Plan 2.80 4.37 6.56
PMGY 0.22 0.66 0.20
State Plan 3.06 431 15.67
MNP 6.95 7.04 6.90
AREP - 1.36 1.12
RGGVY 0.42 4.28 459
REC-OId Loan 29.35 29.35 28.19
Others 8.45 - -
Sub-Total 52.40 53.91 65.68
Interest on Security Deposit 16.07 21.87 24.27
Government Guarantee Fee 2.61 2.73 2.61
Total 71.08 78.51 92.56
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2.15 Interest on Working Capital

The Petitioner stated that it has considered working capital and interest cost thereon in

accordance with Commissionds Tari ff

based on Regulation 14(2) and includes the following components:

(i) One month O&M expenses inclusive of maintenance spares forming part of R&M

expenses
(i)  Capital required for financing the shortfall in collections

(i) Receivables for sale of electricity equivalent to billing cycle suitably adjusted for

security given by consumers and credit given by suppliers

The Petitioner has considered collection efficiency of 96% for the current year i.e. FY 201112
as well as for the ensuing year i.e. FY 201213. Receivables have been estimated for two and half
months with suitable adjustments for security deposits and credit given by suppliers. The Pe titioner
has also submitted that both receivables and collection efficiency for the FY 201213 have been
projected at existing tariff and has prayed that the Commission may kindly allow these on the basis

of approved tariff.

The interest on working capital has been calculated considering the short term PLR of State
Bank of India @ 14.75% in FY 20312 and FY 201213. The summary of estimated working capital

and interest on working capital is given in the following Table:

Table 2.55: Interest on Working Capital for FY 2011 -12 and FY 201213 (Rs. Crore)

Regul ati ons.

FY 201%12 FY 201213
Particulars Approved ERset}/rIT?aeti Projected

Operation and Maintenance Expenses 22.71 28.43 31.29
Collection Inefficiency (4%) 79.93 125.93 142.34
Receivables 444.05 655.90 741.37
Sub-total 546.69 810.26 915.01
Less:Ad!ustment for security & Credit given 478.40 568.55 671.44
by suppliers

Net working capital 68.29 241.71 243.56
Interest rate (Short Term PLR) 11.75% 14.75% 14.75%
Interest on working capital 8.02 35.65 35.93
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2.16 Provision for Bad and Doubtful Debts

The Petitionerdés claim for provisions for ba

was rejected by the Commission in the Tariff Order dated May 24, 2011 stating that:

olt is clear from the above that further pr o
normal standards of prudence or by the regulations framed under the Electricity Act, 2003 and the

same is also not recognized under thelo me Tax Act . O

The Petitioner has submitted that that annual provisioning towards Bad and Doubtful Debts
is an accepted method of accounting and also recognised by other State Electricity Regulatory
Commissions. 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.

Further, on the directions of the Commission in its Order dated May 24, 2011, the Petitioner
conducted an in-house study on the receivables for sale of power. The Petitioner referred in detall
the meaning and requirement of 0Bad Debtsd and
busi ness. I t al sdricity Gdipply) Anaudl Atcountd Ruless 1 9B43 emphasising the
requirement of provision for bad and dountful debts in any business. The Petitioner analysed the
Year-wise and Consumer category-wise Collection Efficiency since FY 200102 till FY 201011
showing that the collection efficiency in eve ry category and in every year is less than 100%, which
means that any uncollected amount in a year is not collected in the ensuing years and this
uncollected amount should be recongnised as bad and doubtful debts and allowed to be written
off.provided as an expense while determining the ARR of the Petitioner in the year of recognition of
sales revenue. In case recovery is done from the debtors which are already provided in the ARR,
this recovered amount should be treated as revenue and be shown in the ARR d the year in which

recovery is done.

On analysis of the ageing of Debtors, it was found that Debtors amounting to Rs. 1345.18
Crore were found to be more than three years age. The total provision for bad and doubtful debts
balance lying with the Petitione r, including Rs. 230.00 Crore, Opening Balance as on November 09,
2001 as per Transfer Scheme and the amount allowed by the Commission till now aggregates to Rs.
333.74 Crore only. Therefore, after adding to the Provision for Bad and Doubtful Debts claimed in

this Petition for FY 2009-10, FY 2016011 and FY 201112, there is still a shortfall of Rs. 824. 87 Crore,
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for which provision is required to be made in FY 2012-13. The computation of the same is shown in

the table below:

Table 2.56: Provision for Bad and Doubtful Debts for FY 2012 -13 (Rs. Crore)

S.No. Particulars Amount
A Debtors of more than 3 years age 1345.18
Bl Provision for bad & doubtful debts allowed by UERC 333.74

Provision for bad & doubtful debts claimed in this petition for the FY 45.13
B2 200910 '
Provision for bad & doubtful debts claimed in this petition for the FY 62.73
B3 201011 '
Provision for bad & doubtful debts claimed in this petition for the FY 28.71
B4 201212 '
B Provision upto FY 2011-12 520.31
C Provision required for the FY 2012-13 (A - B) 824.87

2.17 Return on Equity

The Petitioner has referred to Regulation 16 and Regulation 13(4) of the UERC Terms and
Conditions for Determination of Distribution Tariff) Regulations, 2004 for Rate of Return and Debt
Equity Ratio respectively. The Petitioner submitted that it had initially infused equity of Rs. 5.00
Crore in creating the fixed assets. Subsequently, based on the transfer scheme agreed between the
Petitioner Company and U .P. Power Corporation Limited (UPPCL), a liability of Rs. 572 Crore was
transferred to the Petitioner against the power purchase dues on UPPCL towards Central Power
Sector Utilities. The said liability of Rs. 572 Crore was taken over by GoU by issuing the power
bonds. GoU vide its Order No.-258/1(2)/2010 -05/81/2006, dated 09-02-2010 has accorded for
conversion of the above said liability into share capital of the Petitioner, on which, the Petitioner is
entitled for 14% return on the amount of share capital. The Petitioner had also requested in the last
ARR proceedings to allow return on equity on this amount of Rs. 572 Crore, but the Commission

rejected the claim stating the following:

OFurther, the Commi ssion al so iumaleagtienrof/teedTransterat t he
Scheme which can be best examined alongwith the other aspects such as opening value of Gross Fixed

Assets only wupon finalization of the Transfer Sc

In this connection, it is submitted that the Petitioner has requested the Government of
Uttarakhand to finalise the transfer scheme in view of the direction issued by the Commission in the

matter. Decision of Government of Uttarakhand shall be provided to the Commission immediately
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after receipt by the Petitioner. The Petitioner requested the Commission to allow the return on

equity on this value i.e. on Rs. 572 Crore.

The summary of return on equity for the FY 2011-12 and FY 201213 is shown in the Table
below:

Table 2.57: Return on Equity for FY 2011-12 and FY 201213 (Rs. Crore)

FY 201112 FY 201213
Particulars Revised .
Approved Estimate Projected
Equity 53.33 577.00 577.00
Rate of Return on Equity 14% 14% 14%
Return on Equity 7.47 80.78 8.78

2.18 Non -Tariff Income

The non-tariff income for the Petitioner primarily comprises of discount/rebate on timely
payment of power purchase bills, income from fixed deposits and delayed payment charges from
consumers. The Petitioner has submitted that the income from sale of apparatus and scrap has not
been considered as the same cannot be estimated. The Petitioner submitted that it has not estimated
any surplus power trading during FY 2011 -12 and FY 201213 and, hence, it has not considered any
power trading income from sale of surpl us energy. The Petitioner has projected the nontariff

income for FY 201212 and FY 201213 as Rs. 35.20 Crore and Rs. 37.50 Crore respectively.
2.19 Carrying Cost of Deficit

The Petitioner submitted that as per truing -up of Expenses & Revenue for the FY 200910 and
FY 201011, the deficits are Rs. 101.70 Crore and Rs. 116.04 Crore respectively. This revenue deficit
was in excess as against the deficit/surplus determined by the Commission in its earlier Tariff
Orders. Thus, the Petitioner requested the Commission to allow the carrying cost of this deficit
calculated @ 14.75%, i.e. equivalent to the advance rate of State Bank of India. The details of
carrying cost of deficit are given in the table below:
Table 2.58: Carrying cost of deficit (Rs. Crore)
Years | 200910 ] 201011 ] 201%12 | 201213 Total
200910 7.50 16.11 17.38 8.78| 49.77

201011 - 8.56 18.38 9.91| 36.85
Total 7.50 24.67 35.75 18.70| 86.62
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2.20 Aggregate Revenue Requirement for FY 2011-12 and FY 201113

On the basis of the estimates for FY 201412 and projections for FY 201213 for expenses, RoE
and Non-Tariff Income, the estimated ARR for FY 201112 and projected ARR for FY 201213 is

summarised in following Table.

Table 2.59: Aggregate Revenue Requirement for FY 2011-12 and FY 201213 (Rs. Crore)

Particulars Y 201}?'2 - FY 2.01213
Approved Revised Estimate Projected

Power Purchase Expenses 2,195.91 2,448.09 3,202.83
Transmission Chargeso PGCIL 113.35 113.35 119.02
Transmission Chargesd PTCUL 131.82 131.82 138.41
O&M expenses 272.52 341.12 375.50
Interest charges 71.08 78.51 92.56
Depreciation 27.95 60.97 71.61
Interest on Working Capital 8.02 35.65 35.93
Gross Expenditure 2,820.65 3,209.51 4,035.86
Other Expenses / Appropriations

Provision for Bad & Doubtful Debts - 78.71 824.87
Return on Equity 7.47 80.78 80.78
Carrying Cost 3.61 - 86.62
Net Expenditure 2,831.73 3,369.00 5,028.13
Less: Non Tariff Income 35.20 35.20 37.50
Net Annual Revenue Requirement 2,796.53 3,333.80 4,990.63

2.21 Revenue Gap for FY 2011-12 and FY 201213

The Petitioner projected revenues for the FY 201112 and FY 201213 based on existing tariffs

and projected sales at Rs. 3,148.31 Crore and Rs. 3,558.58 Crore respectiveljhe category-wise

break-up of the revenues for the FY 201112 and FY 201213 is shown in the following Tables:

Table 2.60: Category-wise Revenue FY 201112

Sub-category/ Category Sales | Average Tr_:triff Revenues

(MU) (Rs. / unit) (Rs. Crore)

RTS1: Domestic 1,656.24 2.49 412.59
RTS2: Non-Domestic 872.03 4.34 378.32
RTS3: Public Lamps 57.82 3.63 20.99
RTS4: Private Tube Wells/ Pumping Sets 176.51 1.08 19.11
RTS5: Government / Irrigation System 124.26 3.67 45.56
RTS6: Public Water Works 302.64 3.63 109.98
RTS-7: Industry 4,814.17 4.38 2109.96
LT Industries 257.00 4.27 109.71
HT Industries 4,557.17 4.39 2000.25
RTS8: Mixed Load 141.39 3.38 47.85
RTS9- Railway Traction 8.35 4.73 3.95
Total 8,153.42 3.86 3,148.31
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Table 2.61. Category-wise Revenue FY 201213

Sub-category/ Category Sales | Average Tr_:triff Revenues
(MU) (Rs. / unit) (Rs. Crore)
RTS1: Domestic 1,854.99 2.49 462.33
RTS2: Non Domestic 935.08 4.34 406.16
RTS3: Public Lamps 62.08 3.65 22.69
RTS4: Private Tube Wells 194.16 1.09 21.13
RTSS5: Govt. Irrigation System 136.69 3.69 50.42
RTS6: Public Water Works 331.39 3.67 121.75
RTS7: Industry 5,521.86 4.37 2,413.61
LT Industry 281.11 4.26 119.72
HT Industry 5,240.75 4.38 2,293.89
RTS8: Mixed Load 165.43 3.40 56.27
RTS9: Railway Traction 8.93 4.73 4.22
Total 9,210.60 3.86 3,558.58

The Petitioner submitted that it is likely to incur a revenue deficit of Rs. 185.49 Crore in the
FY 201112 and Rs. 1,432.05 Crore in the FY 20123, based on expected revenues from existing

tariffs on the estimated sales for various categories, as shown in the Table below:

Table 2.62: Revenue Gap/(Surplus) at Existing Tariff (Rs. Crore)

Particulars FY 201011 | FY 201312
Annual Revenue Requirement 3,333.80 4,990.63
Revenues from Existing Tariffs 3,148.31 3,558.58
Revenue Gap/(Surplus) (185.49) (1432.05)

The Petitioner summarized the overall gap including the surplus / gap as a result of truing
up exercise for the FY 200910 (on the basis of audited accounts) and FY 20141 (on the basis of
provisional accounts) as shown in Table below:

Table 2.63: Overall Revenue Gap in FY 2012-13 (Rs. Crore)

Particulars Amount
Revenue Gap for the FY 201112 185.49
Revenue Gap for the FY 201213 1432.05
Excess Deficit for the FY 200910 101.70
Excess Deficit for the FY 201611 116.04
Net Overall Gap 1,835.28

2.22 Proposal for Revision of Retail Tariff for FY 2012 -13

The Petitioner submitted that the tariff proposal has been formulated with an endeavour to
keep the impact on the consumers to the minimum possible and at the same time not deferring any
portion of recovery on the tariff in the coming years. In line with provision of Section 61(g) of the

Electricity Act, 2003 which states that appropriate Commission should be guided by the objective
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that the tariff progressively reflects the efficient and prudent cost of supply of electricity, as well as
requirement of the National Tariff Policy which states that the tariff should be within +20% of the
average cost of supply, the Petitioner has proposed an increase in fixed charges as wélas energy
charge in case of Domestic and Commercial categories with a view to bridge the gap between

average revenue assessed and cost of supply.

Further, the Petitioner has also proposed that the cost of meter shall be recovered from the
consumer at the time of release of new connections and the rent (hire) of meters owned by the
Petitioner and installed at the old connections shall be payable by the consumers. The Petitioner has
also referred to the legal provisions regarding ownership of consumer meter s and charging of rent
for meters which are owned by the Distribution Licensee and installed at the premises of the
consumers. These provisions include Section 55(1) of the Electricity Act, 2003, Section 6(2) of the
Central Electricity Authority (Installat ion and Operation of Meters) Regulations, 2006 and Section
3.1.1(2) of the Uttarakhand Electricity Regulatory Commission (The Electricity Supply Code)
Regulations, 2007. The Petitioner requested the Commision to allow for charging the cost of meter
from th e consumer at the time of release of new connection and allow for charging of meter rent in

case of existing consumers.

The Petitioner has also proposed timely payment rebate in respect of domestic, non
domestic and LT Industry categories from which the Petitioner expected an increase in revenue
collection by about 5% from these categories. The petitioner submitted the financial impact of meter
rent and cost of meter borne by the consumer is estimated to be set off against the timely payment

rebate allowed to the consumers.

With a view to recovery of the revenue deficit for FY 2012-13 including deficit for the past
financial years, the Petitioner has proposed a tariff increase of about 46.36% for all categories of

consumers.

The Petitioner also referred to the Additional surcharge on re -determination of Tariff for the
FY 200910, which the Commission in its Order dated May 24, 2011 determined to be Rs. 21.51
Crore. The Commission in the abovesaid Order made a mechanism for recovery of Rs. 4.30 Crore
only in FY 201112 and mentioned that the mechanism for recovery of balance amount of Rs. 17.21

Crore alongwith the carrying cost shall be approved in the Tariff Order for the FY 2012 -13 & FY

60 Uttarakhand Electricity Regulatory Commission



2. Petitioner 0:

201314. The Petitioner submitted estimated amount of assessment of addtional surcharge is Rs.

4.81 Crorein FY 201112 at the rates specified by the Commission in its Order dated May 24, 2011.

As per the Tariff Proposal proposed by the Petitioner, it is expecting to earn a revenue of Rs.
5,208.37 Crore in the FY 20123 as cepicted in Table 2.4 which matches with the ARR for FY 2012
13 including the Gap of FY 200910and FY 2010-11.
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The Commission has received suggestions and objections on ARR and Tariff proposal of
UPCL for FY 201213. A list of respondents who have submitted these responses are given in
Annexure -4 and the respondents who appeared in the public hearings are enclosedin Annexure -5.
The Commission has also obtained responses from UPCL on the comments received from the
stakeholders. Since, several issues are common and have been raised by more than one respondent,
all comments have been clubbed issuewise and summarized below. Apart from the objections
raised on UPCLOG6s ARR and -13, asevérdl dtherAssued weie oaised oyothe FY 20
stakeholders, which have not been summarised in this Order as those issues were not related to
ARR and Tariff determination of UPCL.

In the subsequent Chapters of this Order, the Commission has, as far as possible, tried to
consider the objections/suggestions/ comments of t h
Tariff Petition for FY 2012-13 and reply of the Petitioner while d eciding the ARR and Tariff for
UPCL.

3.1 General

3.1.1 Public Process and Making available the information in Hindi
3111 St akehol derds Comment

Shri Arvind Kumar Jain and representatives from Uttarakhand Kranti Dal submitted that
the tariff petition, notices published in t he newspapers inviting for ob
Petition and the Orders of the Commission should be widely circulated in Hindi and further the
documents submitted should be in simple and general spoken Hindi as against using difficult
terminology , which is not understandabl e by a common mae

purpose.
3112 Petitionerds Response

The Petitioner has not responded on the issue.
3.1.2 Information on Technical and Commercial Parameters

3121 St akehol der s Comment
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Shri S.S. Anand of M/s Greenply Industries Limited submitted that the ARR, the only
document officially available to the general consumers regarding the performance of the licensee,
contains only the financial parameters of cost and revenue projections. It does not contain the area
wise commercial parameters like collection efficiency, aggregate technical and commercial losses,
status of meter reading, billing, collection and technical parameters like quality of supply/services
voltage profile, tripping/ interruptions and transfor mer failure rate, etc. He submitted that the
Commission may consider directing the licensee to include the above stated parameters in
ARR/Tariff Proposal for facilitating information on working of the licensee to the consumers of the

State.
3122 Pet it iRespensed s
UPCL has not submitted any response to this comment.
3.1.3 Implementation of MYT Framework
3131 St akehol derds Comment

Northern Railways submitted that as per National Tariff Policy, the Multi Year Tariff (MYT)
regime is to be implemented from April 1, 2006 and review after 3 years in 200910. The other
States/Discoms have already started work in this direction and therefore, the Commission should

direct UPCL to take necessary steps in this direction without any further delay.

Shri Mukesh Tyagi, Managing Dir ector, M/s. BST Textile Mills Pvt. Ltd., Rudrapur

submitted that there is no mention on Multi Year Tariff as stipulated in Electricity Act, 2003.
3132 Petitionerds Response

The Petitioner submitted that MYT Regulations have recently been issued by the
Commission. As per the provisions of these regulations, next tariff filing shall be made in

accordance with MYT regulations.
3.1.4 Compliance with Directives
3141 St akehol dersd Comment

With regards to the directives issued by the Commission in previous Orders for UPCL, Shri
Pankaj Gupta, President, Industries Association of Uttarakhand submitted that UPCL has not

mentioned anything about the action taken to comply with the directives of the Commission. He
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emphasised that the Tariff/ARR fixation exercise is not only approving the expenses and revenue, it
is also an exercise in taking stock of the past work done and also fixes the road map for future
performance. These directives are beingr ei t er at ed by the Commi ssion in e
Industries Association of Uttarakhand requested the Commission to consider this issue seriously

and to follow up on these directives.
3142 Petitionerds Response

The Petitioner submitted that the compliance status of the directions issued by the
Commission has been submitted to the Commission. The progress reports in respect of various

works are submitted as and when required by the Commission.
3.1.5 Concession to Employees
3151 St akehol derds Comment

Shri Yogendra Singh Rathi, editor of Dainik Unnati Times and President of Bharat Nirman
Trust, Dehradun suggested that rebate for electricity billing of UPCL employees should be similar
to the rebate provided by BSNL on the telephone calls/bills of its employees as this will result in

significant saving.
3152 Petitionerds Response

In reply, the Petitioner submitted that the meters have been installed at the electricity
connections of all the departmental employees. Since the time of erstwhile UPSEB,departmental
employees are being supplied electricity at a concessional rate according to their designation.
Erstwhile UPSEB was restructured as per the Uttar Pradesh Electricity Reforms Act, 1999. Section
23(7) of Uttar Pradesh Electricity Reforms Act 1999 providesdt er ms and condition o
personnel shall not be less favorable to the terms and condition which were applicable to them before the
t r a n.glieesamé spirit has been echoed under first proviso of section 133(2) of the Electriciy Act,
2003. The Petitioner further submitted that since UPCL is the successor entity of UPPCL (Uttar
Pradesh Power Corporation Limited, which came into existence after the restructuring of UPSEB,

therefore, the above two acts are also applicable to UPCL.
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3.2 Domestic Consumers

3.2.1 Tariff Increase
3211 St akehol dersd Comment

Shri Sanjay Kumar Agarwal (President and General Secretary, Shri Karuna Jan Kalyan
Samiti, AlImora) submitted that UPCL has proposed very high increase in energy charges across all
categories and, herefore, the energy charges should be approved at current level. In case, it is
absolutely necessary to increase energy charges, then the same should not be increased exceeding
5%-10% for domestic and further the fixed charges should not be increased. He further submitted
that there is no logic of charging any fixed/demand charge from metered consumers and the same
should be abolished and there should only be energy charges for the electricity consumption. In
case, it is not possible to abolish fixed charge, then the same should be retained at same level and

should not be increased.

Ms. Rashmi Agarwal of Kashipur submitted that the Commission in its first Tariff Order

dated September 20, 2003 had fixed the Tariff for domestic consumers as follows:
@) Fixed charges - Nil
(b) Energy Charges - Rs. 1.80/kWh

She submitted that on the insistence of UPCL the Domestic Tariff is being continuously

increased and the tariff proposed by UPCL for FY 2012-13 is as follows:
(a) Fixed charges - 50/ - p.m.
(b) Energy Charges - Rs. 3.95/kWh

She also submitted that the proposed hike in the tariff for Domestic Consumers seems to be

punishment step of UPCL, which should not be accepted by the Commission.

Shri K.G. Behl, Brig. (Retd.), President, All India Consumers Council, Uttarakhand
submitted that the domestic consumers are in no mood to even think of any increase in electricity
tariff as they are already burdened with so much of escalation in prices in daily use, especially in
petrol and other petroleum products and other essential consumable articles. He further submitted

that tariff has been increased in last FY 201112 and cannot be increased every year.
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Shri Madan Singh Mithyal of M/s Madan Electricals, Haldwani (Nainital) made the

following suggestions in respect of tariff increase in domestic category:
e For electricity consumption upto 100 kWh per month, there should be no increase

e For electricity consumption from 101 kWh to 200 kWh month, there should be a

marginal increase

e For electricity consumption above 200 kWh per month, the tari ff should be at par with

commercial category

Dr. Ganesh Upadhyay, Member of Uttarakhand Pradesh Congress Committee submitted
that the consumers upto 1 kW should be charged the flat rate of Rs. 200/kW per month, until the
power consumption exceeds the presaibed limit. This will help in curbing the theft of electricity
also. Shri Dharmanand Joshi (Member of Nagar Panchayat, Bhimtal) submitted that the electricity
tariff is increasing tremendously every year and a further 46.36% increase in electricity tariff will

burden the consumers of the State.
3212 Petitionerds Response

The Petitioner submitted that in case of no increase in fixed charge, the increase in energy
charges will be more. As regards the issue raised by Ms. Rashmi Agarwal, Kashipur regarding
domestic tariff, UPCL submitted the comparison of tariff of electricity for domestic category

(excluding BPL) in FY 200304 and FY 201611 as follows:

Table 3.1: Tariff of Electricity for domestic category (excluding BPL)

FY 200304 FY 201112
Fixed charge Fixed Charge
Nil () Rs. 25/Month for load upto 4 kW
(i) Rs. 60/Month for load above 4 kW
Energy charge Energy charge
(i) Rs. 1.80/kwWh for load upto 1 kW and (i) 0-100 unit per month
consumption upto 50 units per month 0 Rs. - Rs. 2.25/kWh
1.80/kWh (i) 101-200 unit per month
(i) For other consumersd Rs.2.10/kWh - Rs. 2.50/kWh
(i) Remaining units per month
- Rs. 2.80/kWh

It is evident from the above table that the rates of electricity have been increased only about

25% over a period of sevenyears, whereas the rate of inflation during this period is much more than
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this rate of increase in tariff. Further, it was submitted that the recovery of entire projected deficit of

Rs. 1649.79 Crore during FY 201243 requires 46.36% increase in tariff.

The Petitioner further submitted that following are the provisions which prove that levy of

higher energy charges is required in accordance with the provisions of the law:

Para-5.5.1 of National Electricity Policy 0 Ther e i s an ur g eoveryohcestal f

service from consumers to make the power sect

Para-8.2.1(1) of Tariff Policydo é é Consumer s, particularly tho:
which reflects efficient costs have the right to get uninterrupted 24 hourslysabpquality
power ééé. 0

3.2.2 Below Poverty Line (BPL) Consumers

3221 St akehol dersd Comment

Dr. Ganesh Upadhyay, Member of Uttarakhand Pradesh Congress Committee submitted
that the BPL consumers under Kutir Jyoti should be charged only Rs. 50/month. He further
submitted that before the State of Uttarakhand came into existence, the charges for BPL consumers
in the undivided Uttar Pradesh were Rs. 8/month. However, even after 12 years of the constitution
of Uttarakhand, there are around 6,000 of BPL consumers, who areyet to pay Rs. 20,000 to Rs.
50,000 due to nonpayment of bills since the last 15 to 20 years. BPL consumers mainly depend on
daily wages for their livelihood and hence he has requested the Commission to eliminate the late

payment surcharge completely for BPL consumers so that atleast the principle amount is recovered.
3222 Petitionerds Response

The Petitioner submitted that the tariff for BPL consumers has been proposed according to
the provisions of Electricity Act 2003 and Tariff Policy. According to the pr ovisions of Act and
Policy, tariff for BPL consumers have to be kep:

cost of supplybd.

As regards the contention raised regarding surcharge for BPL category, the Petitioner

submitted that the real situation is as follows:
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e Under Janata Service Yojana and Kutir Jyoti Yojana, UPSEB (before constitution of
Uttarakhand) had provided the electricity at subsidized rates to B.P.L/other poor

category consumers. This was applicable till January 24, 1999.

o W.e.f. Jamuary 25, 1999, UPSEB started charging BPL/other poor category consumers

with tariff of general domestic category

o After the constitution of Uttarakhand, w.e.f. September 20, 2003, UPCL is providing
electricity to B.P.L/other poor category consumers at subsidized rates. This is applicable

till now.
e The BPL/other poor category consumers were never granted free power.

e The consumers under this category have huge arrears because they have not paid their

bills since a long time.

3.3 Non-Domestic Consumers Tariff Increase
3311 St akehol dersdo Comment

Shri Sanjay Kumar Agarwal (President and General Secretary, Shri Karuna Jan Kalyan
Samiti, Almora) submitted that UPCL has proposed very high increase in energy charges across all
categories and, therefore, the energy chargesshould be approved at current level. In case, it is
absolutely necessary to increase energy charges, then the same should not be increased exceeding

10%-15% for non-domestic consumers, and in that case, the fixed charge should not be increased.

Shri Manmohan Kansal, (President, Dakpathhar Vyapar Mandal, Dakpathhar, Dehradun)
submitted that they oppose any kind of increase in fixed charges. He further submitted that the
electricity tariff is increasing tremendously every year and a further 46.36% increase in electricity

tariff will burden the electricity consumers of the State.

Shri R.N. Mathur, President and Shri Ram Kumar, Vice President of Prince Hotel Library,
Mussoorie, Shri Ajay Bhargava, Secretary, Hotel Surya Kiran, Mussoorie of Mussoorie Hotels
Association and Shri G.S. Manchanda, Proprieter, Hotel India, Mussoorie submitted that the extra
burden due to proposed increase in energy charges from Rs. 4.10/kWh to Rs. 6.00/kWh shall be
unbearable as they have a seasonal business of hardly twamonths in the hill State. The proposed

increase will automatically have the effect on the MCG (Minimum Consumption Guarantee). They
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further submitted that the increase in the fixed charge from Rs. 25/ - per kW to Rs. 37/- per kW will

have the adverse affecton the resources of the seasonal hotel business in Uttarakhand.
3312 Petitionerds Response

The Petitioner submitted that in case of no increase in fixed charge, the increase in energy
charges will be more. UPCL further submitted that electricity tariffs have been increased only about
25% over a period of seven years, whereas the rate of inflation during this period is much more than
this rate of increase in tariff. Further, it was submitted that the recovery of entire projected deficit of

Rs. 1649.79 Cr requies 46.36% increase in tariff.

The Petitioner further submitted that following are the provisions which prove that levy of

higher energy charges is in accordance with the provisions of the law:

Para-5.5.1 of National Electricity Policy 80 Ther e i seedfar ensuringgeecavery of cost of

service from consumers to make the power sect

Para-8.2.1(1) of Tariff Policydo é é Consumer s, particularly tho:
which reflects efficient costs have the right to get uninpted 24 hours supply of quality
power ééé. 0

3.3.2 Fixed Charges and Minimum Consumption Guarantee

3321 St akehol dersd Comment

Shri R.N. Mathur, President and Shri Ram Kumar, Vice President of Prince Hotel Library,
Mussoorie, Shri Ajay Bhargava, Secretary, Hotel Suiya Kiran, Mussoorie of Mussoorie Hotels
Association and Shri G.S. Manchanda, Proprieter, Hotel India, Mussoorie submitted that the MCG
and fixed charge are akin and are the two charges for the same purpose with change heads of
recovery from consumers. This is not only unjustified but also bad in law. They further submitted
that the charge under the head MCG is against the national policy as this force the consumers to use
the power whether required or not to cover the quantum of power @75 units per kW of lo ad taken

by the enterprise to run the business.
3322 Petitionerds Response

The Petitioner submitted that Section-45(3) of the Electricity Act, 2003, as regard to levy of

fixed charges stipulates as follows:
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0The charges f or dstrilution licensee may includep pl i ed by a
(a) a fixed charge in addition to the charge for the actual electricity supplied ;

(b) a rent or other charges in respect of any electric meter or electrical plant provided by

the distribution |icensee. 6

The Petitionerfur t her submitted that about 50% of the UP
including the capacity/fixed charge of power purchase, which should be recovered to a certain
extent through fixed charges to ensure revenue stability. Levy of minimum consumption guarantee

charge is a way of ensuring minimum revenue to the licensee from the consumers.

Further the Petitioner submitted that Minimum Consumption Guarantee has been proposed
at very low level of consumption i.e. at 10% load factor (about 2% hours in day) in respect of non-
domestic category (including hotels). In case during certain months, actual consumption is less than
MCG, MCG is charged only in those months. Any excess of billed consumption over actual
consumption or minimum consumption (whichever is higher) is adjusted at the end of the financial

year.
3.3.3 Tariff For Charitable Institutions, Temporary Connections
3331 St akehol derds Comment

Shri Ashok Goswami (President of Kshetra Mai Jivani Ram Sukhdevi Ram Trust) submitted
that their ashram provides free food, residence and education to the students and is famous as a
Mabhila Ashram in Rishikesh, Uttarakhand. He further submitted that since the last 12 years, they
are covered under commercial tariff, whereas, there are some Ashrams, which are getting the bills
under domestic tariff. Kshetra Mai Jivani Ram Sukhdevi Ram Trust is an ordinary ashram with
limited source of income, and therefore, requested the Commission that electricity connection of
this Ashram and other similar ordinary ashrams should be changed from Commercial Category to

Domestic Category.

Shri Kailash Sharma of Devbhumi Dharamshala Prabandhak Sabha, Haridwar submitted
that the dharamshalas/trusts, which have not been registered as charitable institutions under the
provisions of the Income Tax Act, 1961, have been kept under industrial (charitable)/commercial
category. The Commission is requested that all the dharamshalas/trusts should be exempted from

the condition of registration under the provisions of the Income -tax Act 1961. Further, the dectricity
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connection of all the dharamshalas/trusts should be changed from industrial/commercial Category

to Domestic Category.
3332 Petitionerds Response

The Petitioner has submitted that determination of tariff to be charged from a category of
consumer is based on average cost of supply (maintaining cross subsidy level as per law), keeping
in view the policy directions issued by State Govt. under the Electricity Act, 2003. It is further
submitted that UPCL has proposed for the electricity supply at concessional rates to charitable
institutions registered under the Income Tax Act, 1961 and whose income is exempted from paying
income tax. Registration under the Income Tax Act, 1961 is necessary to prevent misuse of the

proposal by any commercial organization.

The Petitioner further submitted that if billing for any electricity connection is not done
under the Tariff Rate Schedule, then the information of the same along with proof shall be provided
to the respective block and the Petitioner will accordingly tak e necessary action after full

investigation.
3.3.4 Government Hospitals and Government Schools
3341 St akehol derds Comment

Shri Brijesh Bhatt of New Tehri, Tehri Garhwal has submitted that UPCL is a commercial
organization and is a self-financed government institutio n. The electricity tariff for government
schools and other similar categories of consumers are lower in comparison to other commercial
organizations. He further submitted that this is unreasonable and, therefore, the electricity tariff for
government schools and other similar categories of consumers should be similar to commercial

organizations.
3342 Petitionerds Response

UPCL submitted that determination of tariff to be charged from all categories of consumers
is based on average cost of supply, maintaining cross subsidy level as per law. Tariff for all the
categories including government schools and other similar categories of consumers have been

proposed based on the above principle and provisions of law.
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3.4 Agricultural Tariff

341 St akehol dersd Comment

Shri Tika Singh Saini, President, Sanyukt Kisan Sangharsh Samiti, Kashipur, Uttarakhand
submitted that new connections for Private Tube Wells (PTW) are not issued within the time limit
prescribed by the Commission, on the pretext of non availability of po les, cables, transformers, etc.
and applications are kept pending even for a period of 1 year Further, Temporary electricity
connections should be provided on advance payment to agricultural consumers due to urgent

requirement during summer season in the months of May -June for irrigation.

Shri Tika Singh Saini, President, Sanyukt Kisan Sangharsh Samiti, Kashipur, Uttarakhand,
Shri Naresh Singh Tikait, Shri Ram Singh, Shri Prem Singh Sahota, Kalyan Singh Dhillo of Bhartiya
Kisan Union including the farmers of Kashipur, District Udhamsingh Nagar submitted that PTW
tariff should not be increased as the financial health of the farmers is already under serious stress,
due to non recovery of even the input costs from the sale of their crops. It is further suggested that
the P.T.W bhilling should be approx. Rs. 300 per month instead of the current rate of approx. Rs. 850
per month. Shri Tika Singh Saini, President, Sanyukt Kisan Sangharsh Samiti, Kashipur,
Uttarakhand further submitted that there is facility to farm ers to pay bills of PTW within a time
frame of 6 months, without any surcharge. However, the utility is charging interest on the pending

dues.

Shri Naresh Singh Tikait, Shri Ram Singh, Shri Prem Singh Sahota, Kalyan Singh Dhillo of
Bhartiya Kisan Union including the farmers of Kashipur, District Udhamsingh Nagar further
submitted that the farmers are charged Rs. 850/- for unmetered PTW connection and Rs. 350/- per
5-horsepower for metered PTW connections. Further, all the motors are unmetered due to a theft of
the meters/motors of farmers and this has forced the farmers for unmetered PTW connections.
Therefore, it is suggested that UERC should charge all PTW connections with flat rate tariff (Rs.

300/-) because a farmer has an average electricity usageof 975 hours annually.

Dr. Ganesh Upadhyay, Member of Uttarakhand Pradesh Congress Committee submitted
that there should be no metering for the already installed PTW because residence of farmers is too
far from fields and it is impossible to protect the m eters installed in the fields from theft. He further
submitted that P.T.W billing should be approx. Rs. 270/ - per month as it is used only for irrigation

of crops.
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342 Petitionerds Response

The Petitioner submitted that metering of all the electricity connec tions is important as per
the provisions of Electricity Act, 2003 and UPCL is in the process of metering all un-metered
connections. Further, according to the provision of Electricity Act, 2003, the concept of progressive
reduction in cross-subsidy has to made applicable to all the electricity consumers (except BPL

consumers).

With regards to the delay in providing electricity connections to PTW, the Petitioner
submitted that on UERCO s direction, UPCL has d
connections to private tube wells in the area. The Petitioner further submitted that any error in bills
could be corrected in the concerned electricity division/sub -division of the area. Consumers can
also lodge their electricity -related complaints with t he Consumer Grievance Redressal Forum

functional in the respective Garhwal and Kumaon Zones of Uttarakhand.

As regards the concerns raised regarding the temporary connections to PTW, the Petitioner
submitted that temporary supply is provided to temporary e lectricity connections for specific
purposes only. The Petitioner further submitted that permanent/temporary electricity connections
are provided under the prevalent electricity acts/rules. Further, electricity consumer has to pay

connection charge for ead temporary connection.
3.5 Street Lights

351 St akehol dersd Comment

Ms. Rekha Semwal, Chairperson Nagar Palika Parishad, Rudraprayag submitted that 40W
tube lights along with C.F.L./L. E.D lights have been installed at street light poles at municipality
level to reduce electricity consumption. Due to poor maintenance and poor quality of supply, all the
street lights are not lighted simultaneously. Further, the street lights have been installed only for the
benefit of general public and the Municipality is not earni ng any income on this account. Therefore,

the Commission is requested to consider applying domestic tariff for street lights.

Shri Manoj Das (Executive Officer, Nagar Palika Parishad, Ramnagar), the Executive Officer
of Nagar Palika Parishad, Joshimath, the Executive Officer of Nagar Palika Parishad, Tanakpur and
Shri Sushil Kumar, MNA , Nagar Nigam, Dehradun have requested the Commission that electricity

consumed in municipality owned street lights should be charged at domestic tariff instead of
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commercial tariff because the facility is provided in public interest and not used for commercial
purpose. Shri Sushil Kumar, MNA , Nagar Nigam, Dehradun further submitted that for revenue
realization, Nagar Nigam may think of imposing extra cess or surcharge on th e electricity

consumers in its area.
352 Petitionerds Response

UPCL submitted that determination of tariff to be charged from all categories of consumers
is based on average cost of supply, maintaining cross subsidy level as per law. Tariff for all the
categaries including street lights have been proposed based on the above principle and provisions

of law and hence it will not be appropriate to charge domestic category tariff for street lights.

UPCL further submitted that imposing cess in a particular area ¢ omes under the jurisdiction

of State Government and therefore, the State Governmentmay take a view in the matter.
3.6 Temporary Supply

361 St akehol dersd Comment

Shri Madan Singh Mithyal of M/s Madan Electricals, Haldwani (Nainital) submitted that in
case of Congruction of new building, domestic connection should be given instead of temporary

connection to save consumer from heavy initial cost and harassment by UPCL employees.
362 Petitionerds Response

UPCL has submitted that the construction of a building completes in a certain time duration.
Therefore, there is a provision that the temporary connection shall be provided for the buildings
under construction and the billing shall be done under Tariff Rate Schedule for Temporary
Connection Category R.T.S2 with a surcharge of 25% for the electricity. After the completion of
building construction, the temporary connection is automatically changed to permanent connection
with domestic/non -domestic/commercial category. Therefore, for building under construction, it is

not reasonable to provide domestic connection in place of temporary connection.
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3.7 Industrial Tariff

3.7.1 Tariff Increase
3711 St akehol dersd Comment

Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd. and Shri Mukesh Tyagi, Managing
Director, M/s. BST Textile Mills Pvt. Ltd., Rudrapur, submitted that this increase in electricity tariff
has no reasoning and is unjustified. The increase should be proposed with a diligent scrutiny of the

category wise cost of senice, the cross subsidy factor etc.

Shri G. S. Bedi (General Manager, Indian Drugs & Pharmaceuticals Ltd., Rishikesh)
submitted that tariff increase has already been made w.e.f. May 01, 2011 which consumers are
hardly been able to absorb, and therefore, the proposal of further tariff hike by UPCL in FY 2012-13
by 46.36% is not justified on any account and needs to be rejected. He requested the Commission to
advice UPCL to work effectively economically and efficiently. Shri Pankaj Gupta, President,
Industries Association of Uttarakhand submitted that UPCL should check its inefficiency inste ad of

proposing increase in tariff.

Shri P. K. Rajput, Executive Director, M/s Vista Alps Industries Ltd. submitted that the
Government of Uttarakhand, in 2003, had projected surplus power availability in the State at a very
economical rate and had assuredof making it available throughout the period of exemption scheme
and, thereafter, too. He further submitted that their textile units have given opportunity for
employment to thousands of workers in the State and are generating revenue for State/Central
Government by way of selling yarn in the domestic market and export to various countries. Also,
the textile sector is already in downfall due to high raw cotton price, low Central Govt. incentive of
only 2.9% for cotton yarn, high employment cost and high mi scellaneous cost. He further added
that during the last few years, lot of hydro projects were set up and this has increased the power
generation capacity in the State. Therefore, the tariff increase proposed for FY 201213 is unjustified
as the tariff has already been revised @15% in the last year FY 20112 also. He suggested the

Commission to not revise the electricity tariff particularly for the textile sector.

M/s Asahi India Glass Ltd., Roorkee and Shri Rajeev Gupta of KVS Infraatech LLP
submitted that any increase in tariff would lead to further hardship for industry as they are already

burdened by many issues. Shri Vishnu Dutt Tyagi, AGM, M/s Ultimate Flexipack Limited, Shri
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Naval Duseja, AGM (Finance & Accounts), Flex Foods Limited, Shri P. K. Rajput, Executive

Director, M/s Vista Alps Industries Ltd. and Shri Dhuruv Semwal of M/s Montage Enterprises Pvt.

Ltd. submitted that the tariff hike of 46.25% would be highest in comparison to other states

(specially, Maharashtra & Himanchal Pradesh) in India. Any further increase in power tariff can put

their business in difficulty to compete in the international market. M/s Asahi India Glass Ltd.,

Roorkee further submitted that the Commission must call for relevant data from UPCL to fix the

tariff and the care must be taken to see the cost of inefficiency of utilities should not be passed on

the consumers. He suggested that rather than unilateral approach to increase the power cost by

about 46 %, UPCL must prepare a OPower inagysttnatiom Mast el

manner to estimate the load forecast, calculate the region wise deficit and ways of bridging the gap.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that the ARR
projected by UPCL for FY 201213 is Rs. 4990.63 crorand the projected revenue at the existing tariff
is Rs 3558.58 crore. The total cumulative gap of the licensee in the past three years is stated at Rs.
1835.28 crore, including the estimated revenue gap of Rs 1432.05 crore for FY 2013. UPCL has
claimed that increase in power purchase cost has led to the accumulated revenue gap. He further
submitted that UPCL has proposed to meet Rs 1649.79 crore (89%) of the total revenue gap of Rs
1835.28 crore leading to a tariff hike of 46.36% for all the category ofconsumers, which will be a

tariff shock for the consumers.

He further submitted that tariff hike in FY 2011 -12 in numbers of States was nowhere closer
to the proposed by UPCL hike in FY 2012-13. The maximum tariff hike was in Rajasthan, where the
tariff was revised after 6 years. Even in Delhi, where the tariff was revised after 4 years, still the

tariff hike was nearly about 22%.

Shri Raj Kumar Arora of Kashi Vishwanath Textile Mill Ltd., Shri Atul Agarwal of Kashi
Enterprises and Shri Jai Bhagwan Agarwal of Kashi Vishwanath Steel Ltd. submitted that in case of
HT Industry the proposed increase of 46.36% in demand charges as well as energy charges is not at

all fair and justified.

Shri Pramod Singh Tomar, Director, Galwalia Ispat Udyog Ltd. and Shri Rajeev Gupta of
KVS Infraatech LLP submitted that UPCL has projected around 78% higher ARR for FY 201213 as
compared to ARR approved by the Commission for FY 2011-12. Shri Pramod Singh Tomar,
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Director, Galwalia Ispat Udyog Ltd. submitted that the annual revenue requirement for FY 2012-13

should be approved at a level of Rs. 280Ccrore.

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj and Shri Darbara Singh, President of Kumaun Garhwal Cham bers of
Commerce and Industry, Uttarakhand submitted that UPCL has submitted a total cumulative
deficit of Rs. 1835.28 crore taking together the deficit for the FY 200910, FY 201611 and FY 201213.
This revenue gap is proposed to be recovered through tariff hike of 46.36% in the existing tariffs of
all categories without any consideration to category wise/voltage wise cost of supply to different

categories.

Shri V.V. Joshi, AGM, Tata Motors Ltd. submitted that considering the power purchase cost
of FY 2011-12 (Format -6, Page No-119 of UPCL ARR & Tariff Petition for FY 2012-13) & power
purchase cost for FY 201213 (Format-4, Page No:131 of UPCL ARR & Tariff Petition for FY 2012-
13), an average percentage increase in rate of energy for FY 20123 from major sources is as

follows:
@) UJVNL - Rate increased from 8% to 43%
(b) GoU Free Power Rate decreased by 20%
(© NTPC- Rate increased by 25%

He further submitted that UPCL has assumed 15% growth rate of consumption for FY 2012-
13 and has projected a tariff hike of 46% But the increase in power purchase rate from major
sources is mentioned above. He requested the Commission to consider all actual facts and figures

while approving the tariff.
3712 Petitionerds Response

The Petitioner submitted that UPCL is a commercial organization who is required to meet its
Annual Revenue Requirement out of the revenue realized from the consumers through electricity
tariffs. The revenue deficit for the period upto March 31, 2013 (excluding the deficit of FY 2011-12)
has been projected by UPCL as Rs. 1649.7&ore. The recovery of the entire projected deficit of Rs.
1649.79crore requires 46.36% increase in tariff. According to this estimation equal increase in tariff
of all the categories has been proposed. The detit for FY 2011-12 of Rs. 185.4%rore shall be

claimed in the next year during truing up exercise.

Uttarakhand Electricity Regulatory Commission 77



Order on Retail Supply Tarfifof UPCL for 201213

The Petitioner further submitted that presently UPCL is not in position to calculate the
losses/voltage-wise cost of supply. However, they are in process of evolving the mechanism to
work out the actual voltage -wise losses and cost of supply. On evolvement of the same, tariff shall

be proposed according to voltage-wise losses and cost of supply for each category.

Further, UPCL submitted that determination o f tariff to be charged from a category of
consumer is based on average cost of supply maintaining cross subsidy level as per law. Further,as
per the provisions of Electricity Act, 200 3,
load factor, power factor, voltage, total consumption of electricity during any specified period or the
time at which the supply is required or the geographical position of any area, the nature of supply
and the purpose for which the supply is required. Tariff for all the categories including Railway
Traction and HT industry category have been proposed based on the above principle and
provisions of law. Accordingly, concessional tariff for a textile unit and the units engaged in

production & processing of mushrooms can not be designed under the provisions of law.

As regards the contention raised by M/s Asahi India Glass Ltd. regarding relevant data,
UPCL submitted that all details of actual expenses and revenues including justifications of the same
have been provided in the ARR & Tariff Petition. All other information/justifications are also being

provided in the matter to the Commission.

Regarding increase in ARR figures, the Petitioner submitted that UERC estimated the power

purchase requirement for FY 201112 as 9429.8 MU, whereas, UPCL estimated the demand for FY

201112 as 10402.39 MU and for FY 20323 as 11520.45 MU. Therefore, it is not correct to calculate

the percentage increase of ARR for FY 20123 on the approved ARR for FY 201112.

The details of increase in power purchase cost for FY 201213 as compared to power

purchase cost for FY 201112 are as follows:

Table 3.2: Detall of increase in Power Purchase Cost
201212 201213 Increase
(Rs. Crore) | (Rs. Crore) (%)
Power Purchase Cost 2693.26 3460.25| 28.46%
Total ARR 3333.80 4990.63| 49.70%

Particulars

With regards to cheaper electricity supply in other states, the Petitioner submitted that the
average effective rate of Electricity charges applicable on HT Industries in FY 2011-12 in various

States are as follows:
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Uttarakhand - Rs. 4.10/Unit
Uttar Pradesh - Rs. 5.66/Unit
Himachal Pradesh - Rs. 4.12/Unit
Delhi - Rs. 5.89/Unit
Punjab - Rs. 5.39/Unit
Haryana - Rs. 4.86/Unit

Thus, it is clear from the above that tariff applicable in Uttarakhand is lowest.

As regards to increase in tariff hike inspite of increased hydro power generation capacity,
the Petitioner submitted that basis of the projected availability of electricity (including State
Generation) vis-a-vis projected demand of electricity in FY 2012-13 is short by 2327.12 MU. This
deficit is about 20% of the energy requirement and has been proposed to be procured at a rate of Rs.
4.82 per unit from the open market / overdrawl from the grid through un scheduled interchanges.
UPCL further submitted that there is shortage of power throughout India and as per report
published in the magazine O6Power Line of Septem
9% during FY 201011 in the country. To meet the demand during the deficit situation over and
above availability of power from firm sources, UPCL is required to buy power from open market
and the prices of the commodity (Electricity) in deficit situation are determined predominantly by
the seller. Accordingly, marginal cost of demand met over and above the availability of electricity
from firm sources is always higher than the average power purchase cost available from the firm

sources in deficit situation.
3.7.2 Fixed Charge /Demand Charge
3721 St akeholnhentsd Co

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd., Shri R.K. Gupta,
General Manager, Gujarat Ambuja Exports Ltd. and Shri Darbara Sngh, President of Kumaun
Garhwal Chambers of Commerce and Industry, Uttarakhand submitted that UPCL has proposed a
steep hike in the fixed/demand charges to Industrial category. The fixed charges to LT industries

have been proposed as Rs. 124/kW/month as against the existing rate of Rs. 85/kW/month,
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whereas the demand charge for HT industries have been proposed as Rs. 240/kVA/month and Rs.
351/kVA/month as against the existing rate of Rs. 180/kVA/month and Rs. 240/kVA/month

respectively. Such a sharp hikeis discouraging to the industries in the State and is highly opposed.

Shri Rajeev Gupta of KVS Infraatech LLP submitted that small industrial units should be

exempted from minimum payment of demand charges upto the load of 200 kVA.

3722 Petitionerds Response

UPCL submitted that about 50% of the UPCLOS

capacity/fixed charge of power purchase, which should be recovered to a certain extent through
fixed charges to ensure revenue stability. The Petitioner further submitted that in case of no increase

in fixed charge, the increase in energy charges will be more.
3.7.3 Billable Demand
3731 St akehol dersd Comment

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri R.K. Gupta, General Manager, Gujarat Ambuja Exports Ltd. and
Shri Darbara Singh, President of Kumaun Garhwal Chambers of Commerce and Industry,
Uttarakhand submitted that the Commission had enhanced the minimum billable demand from
75% to 80% of the ontracted demand during Tariff Order of FY 2009 -10 without any basis and the
same has been continued during FY 201611, FY 201112 and also proposed for FY 201213. It was
submitted that large and heavy industries need to keep cushion in their “contract de mand for
routine up gradation and unforeseen increase in maximum demand in their day -to-day operations.
The contract demand cannot be increased every now and then to meet such eventuality and hence
40% cushion should be allowed in the contract demand to the Industries. The billable demand in the
tariff should accordingly be kept as actual maximum demand or 70% of the contracted demand

whichever is higher.
3732 Petitionerds Response

UPCL has submitted that the minimum billable demand has been kept at 80% of the
contracted load to ensure recovery of portion of fixed cost of UPCL. Further, if billable demand is

reduced, the demand charges / energy charges will be required to be enhanced accordingly.
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3.7.4 Minimum Consumption Guarantee (MCG)
3741 St akehol derds Comment

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that they
strongly oppose continuance of MCG for any category as the State has reached the stage of
rationalized tariff structure after lot of deliberations in the past. MCG results in wastage of power
by any consumer paying MCG as he is left with no incentive to save power. As most of the LT

industries are paying MCG, this is resulting in an unnecessary extra burden on them.

Shri Rajeev Gupta of KVS Infraatech LLP submitted that MCG should be abolished for small

industrial units to promote the small industries.

Shri Sanjay Kumar Agarwal, President, Industries Association of Uttarakhand, , Dhalwala -
Rishikesh Chapter submitted that MCG and high fixed charges proposed for RTS-7 are
unreasonable as hill district industries are unable to function for three shifts round the year as
compared to plain district industries due to geographical disadvantage and weather conditions
such as road blocks during monsoons, work force unavailability durin g winters, etc. Due to these
problems faced by hilly industry, many industries became sick and moved from hill districts. He
requested the Commission to kindly consider relaxation and relief for hill districts from MCG and

fixed charges to help survival of hilly industries of hill districts from sickness.

Shri S.S. Anand of M/s Greenply Industries Limited, Shri SureshKumar, President (Works)
of Laopala RG Ltd., Sitarganj and Shri Darbara Singh, President of Kumaun Garhwal Chambers of
Commerce and Industry, Uttarakhand submitted that the Commission had introduced monthly
minimum consumption charge (MMC) over and above the fixed charges/demand charges on the
industrial consumers since tariff order dated March 18, 2008, citing deficiencies observed in the
billing data of the Petitioner. Accordingly, the industrial consumers are being burdened with an
additional charge to compensate the inefficiency of UPCL in ensuring proper meter reading and
billing of the consumers. Ideally, the Commission should have direct ed UPCL to improve its

internal mechanisms to ensure prompt meter reading, billing and deligent recovery of the bills.
3742 Petitionerds Response

The Petitioner submitted that Section-45(3) of the Electricity Act, 2003, as regard to levy of

fixed charges stipulates as follows:
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0The charges for electricity supplied by a distr
(a) afixed charge in addition to the charge for the actual electricity supplied ;

(b) a rent or other charges in respect of any electric meter or elegiacalprovided by the

di stribution |icensee. 0

About 50% of the UPCLOs tot al costs are fixed i
of power purchase, which should be recovered to a certain extent through fixed charges to ensure
revenue stability. Levy of minimum consumption guarantee charge is a way of ensuring minimum

revenue to the licensee from the consumers.

Further the Petitioner submitted that Minimum Consumption Guarantee has been proposed
at very low level of consumption i.e. at 10% load factor (about 2% hours in day) in respect of and LT
industry category and at 15% in respect of HT industry category. In case during certain months,
actual consumption is less than MCG, MCG is charged only in those months. Any excess of billed
consumption over actual consumption or minimum consumption (whichever is higher) is adjusted

at the end of the financial year.
3.7.5 Continuous Supply Surcharge
3751 St akehol dersd Comment

Shri K.G. Behl, Brig. (Retd.), President, All India Consumers Council, Uttarakhand
submitted that more than 250 MW is being supplied on guaranteed basis to select group of
industries on payment of 15% extra charges. As a result, small industries, domestic consumers and
other consumers suffer power cuts, whereas, such select group is given unrestricted supply. He
further submitted that this is illegal and unconstitutional as preference in supply cannot be given to
a class of consumers. In this regard, he has suggested that power supply should be given to all
consumers equitably and preferential supply to large industries on payment of 15% extra charges

should be stopped.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that the industries
availing continuous power supply are beneficial for the licensee as the utility may enter i nto a Long-
term PPA with a power producer, which leads to better power purchase planning and reduction in
cost of power purchased for such consumers. Therefore, charging premium for continuous power is

unjustifiable on account of poor power purchase planni ng by the utility.
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He further submitted that it is UPCLO®s obli g
power supply to all the consumers, and as such it is not justified to levy premium for continuous
power supply, even if such premium has to be paid, it must be brought down to reasonable level by
the Commission. It is suggested that the industrial consumers shall be charged continuous power
premium only during the rostering period and not for the entire duration. If this is implemented,
industria | consumers are ready to pay a marginally higher surcharge during the duration of outage.
Moreover, if this surcharge is lowered, then more and more consumers may opt for it resulting in

increase in revenues for UPCL.

He further submitted that they have a Plant at Khatima having 5 MW load, connected at 33
kV, for which UPCL had supplied power on continuous basis in the past. However, since for the
past two years, UPCL has been rejecting the request to supply continuous power to this Plant, as the
Plant is connected to a mixed feeder from which two other industries are also getting supply and
continuous supply shall be granted only if all the three industries request for the same. In 2007,
similar request was made and the UPCL had authorized Polyplex Corporation Ltd. to use power
during scheduled load shedding/load restriction period. Therefore, in this regard it is suggested
that an appropriate arrangement may be made where other consumers connected on the feeder,
who have not opted for continuous supply, ar e penalized if they consume power during scheduled
load shedding/load restriction. However, this can be considered as one of the option and the
Commission is requested to find a solution for this problem to facilitate power supply to industries

who want to avail continuous supply.

Shri Mukesh Tyagi, Managing Director, M/s. BST Textile Mills Pvt. Ltd., Rudrapur,
submitted that the revenue from 15% extra surcharge on continuous supply has not been accounted
for in revenue side, which would have reduced the re venue gap. He further submitted that the

continuous supply charge at 15% throughout the year is very high and should be reduced to 10%.

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri R.K. Gupta, General Manager, Gujarat Ambuja Exports Ltd. and
Shri Darbara Singh, President of Kumaun Garhwal Chambers of Commerce and Industry,
Uttarakhand submitted that the Commission should reconsider its Order for levy of 15% additional
charge for continuous supply in accordance with the provisions of the Act and National Tariff

Policy. Referring to para 8.2.1 of the Tariff Policy they submitted that the Commission is required to
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determine the ARR of UPCL in such a manner so as to ensure availability of power for 24 hours a
day. Neither can the Commission deny the licensee its legitimate cost, nor can the licensee suppress
its AT&C losses by means of denying 24 hours power supply. However, the Commission has
determined the tariff by assuming that only few consumers would require 24 hours supply and
therefore, such consumers need to pay 15% higher energy charges for continuous supply for the
whole of the year, against the provisions of the Electricity Act, 2003 and Tariff Policy. It is further
submitted that Onature of supplyd as mentioned in S
continuous or non -continuous supply and the Commission cannot dif ferentiate between consumers
on this basis. They further submitted that, with the existing provision in tariff, consumer opting for
continuous supply is subjected to 15% higher energy charge round the year even though load
shedding may be warranted for a few week or months in the year. Therefore, if all such additional
charge is to be levied for whole of the year, then it should not be more that 10% on the energy

charges of the opting consumer.

Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd. submitted that as per the previous
Tariff Order, the continuous supply is applicable to independent and industrial feeders. In case of
industrial feeders, it is necessary to provide the continuous supply to all connected consumers on a
feeder. In case, any of the conneted consumer of that feeder not opting for continuous supply, then
continuous supply is not provided to all the other connected consumers to that industrial feeder. It
is submitted that this is unfair and, therefore, the present provision of continuous sup ply needs to

be revised.
3752 Petitionerds Response

The Petitioner submitted that extra energy charge for continuous supply is charged from the
consumers who have opted for continuous supply. These consumers are exempted from load
shedding during scheduled/uns cheduled power cuts and during restricted hours of the period of
restriction of usages approved by the Commission from time to time. However, load shedding
required due to emergency break-down / shut -down is imposed on these consumers as and when
the situation arises. Further, power purchase over and above the availability from firm sources is
inter-alia required to give continuous supply to the desired industries and, therefore, keeping in
view the rates of electricity in the open market and increase in rates of Ul overdrawl, continuous

supply surcharge cannot be kept below 15% of energy charges throughout the year.
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UPCL further submitted that t he revenue from continuous supply surcharge has been
considered in the revenue side of the ARR Petition and format-31 (Pagel58) of the Petition may be

referred in the matter.

The Petitioner further submitted that Tariff Policy notified by Ministry of Power,
Government of India under the provisions of Electricity Act, 2003 at para -8.2.1(1) provides as

follows in the matter:

o0éécConsumer s, particularly those who are rea

the right to get uninterrupted 24 hours suppl

Thus, continuous supply to the industries on payment of extra energy charges is as per

provisions of law.

As regards the contention raised for providing continuous supply to all the desired
industries (whether connected on independent feeder or mixed feeder), the Petitioner submitted
that the suggestion may be considered by the Commission, but in that case more power will be
required, which will be available at higher cost and hence the rate of continuous supply surcharge

shall be more than that proposed by UPCL.
3.7.6 KVA Based Tariff
3761 St akehol der s Comment

Shri G. S. Bedi (General Manager Indian Drugs & Pharmaceuticals Ltd. (IDPL), Rishikesh)
submitted that Contracted load in the IDPL electricity bill is treated as 2853 kVA though the actual
maximum demand is around 1600 kVA Further, there is no incentive for reactive power
management by keeping power factor near unity. Therefore, he has suggested that the incentive

needs to incorporated in the kVA based tariff for keeping power factor high.
3762 Petiti onerds Response

In response, the Petitioner submitted that as per the existing provisions of
Regulations/Tariff Orders, there is no compulsion to have contracted load more than the maximum
demand by the consumer. As such the consumer can apply for reduction of load as per the

prevailing Rules and Regulations of UPCL. In case an incentive is provided to the consumer to have
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higher load than his requirement, the load capacity of UPCL shall get blocked and the resources of

the company shall go in waste.
3.7.7 TOD Tariff
3771 St akehol derds Comment

Shri G. S. Bedi (General Manager, Indian Drugs & PharmaceuticalsLtd. (IDPL), Rishikesh),
Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works) of
Laopala RG Ltd., Sitarganj and Shri Darbara Singh (President, Kumaun Garhwal Chamber of
Commerce & Industry, Uttarakhand) submitted that TO D energy charges applicable to industries,

especially for peak hours @ Rs. 7.02/kVAh are very high and unjustified.

Some of the industrial consumers submitted that morning peak hours as envisaged in the
tariff needs to be reviewed, as in no other hill State except Uttarakhand, the morning peak hours
have been specified for charging higher energy charges. Further, it was suggested that the peak
energy rate should not be more than 25% of the normal rate and the off peak rate should be 20% less
than the normal rate so that such deviations for peak and off peak consumption from normal rates

are more logical and closer to the cost of supply.

Shri G. S. Bedi of IDPL further submitted that abolition/reduction of morning peak hours
needs consideration, because speified normal 8 hours are not sufficient for one shift working and
also does not coincide with general shift working of 8 AM to 5 PM in the industry. Further UPCL is
raising a single bill at the HT Industry rate above 1000 kVA by clubbing together IDPL Town ship
and IDPL Plant consumption. IDPL is paying the bills as raised and thus forced to purchase
electricity for IDPL Township at the rates of TOD tariff. He further submitted that in spite of
prolonged efforts and representations to UPCL authorities, Foru m of Grievance Redressal and the

Commission, this matter has not been sorted out and IDPL has not got any relief.

Shri Sanjay Kumar Agarwal, President, Industries Association of Uttarakhand, , Dhalwala -
Rishikesh Chapter submitted that the peak hours timing during winters are upto 10 hrs, which is
very unreasonable as in the plain district industries can be in production during off peak hours and
take advantage of low tariff timings. But, hill industries are unable to take such advantages due to

cold weather and geographical conditions of hills for getting workforce during night hours. He
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further requested UERC to kindly consider relaxation and relief for hill districts from morning peak

hours.

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that the
proposed TOD charges are too high and should not be accepted. Shri Rajeev Gupta of KVS

Infraatech LLP submitted that TOD tariffs should be abolished for small industrial units

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that consumers of

the State are paying exorbitant peak hour charges unlike consumers of other States as shown in the

table below.
Table 3.3: Peak Hour Surcharge
State Peak Hour Surcharge
Uttarakhand 50% on normal rate of Energy Charge at load factor above 50%

Maharashtra Between 16% to 22% (charged at additional Rs 0.8@..10 per unit in peak hours)
Madhya Pradesh | 15% of Normal rate of Energy Charge as Surcharge

Gujarat Rs 0.75/ unit extra during peak hours.

Karnataka Rs 0.80/ unit extra during peak hours.

Andhra Pradesh |Rs 1/kVAh

Uttar Pradesh 15% high charges during peak hours

Some of thestakeholders pointed out that the duration of peak hours in the State in FY 2007-
08 was 8 hours and surcharge levied on power consumption during this period was 25%, which
was doubled in the FY 201112, whereas the peak period remained intact at 8 hours, eflecting the
incompetence of the licensee in power procurement planning. They mentioned that the peak period

in the State is much more than in other States as shown in the Table below:

Table 3.4: Total Number of Hours falling in Peak Period

State Season/Time of day | Morning Peak | Evening Peak | Duration

Uttarakhand Winters Oct-March 06000930 hrs | 17332200 hrs 8 hrs
Summers April -Sep - 18002300 hrs 5 hrs

Madhya Pradesh 18002200 hrs 4 hrs
Andhra Pradesh 18002200 hrs 4 hrs
Uttar Pradesh 1700-2200hrs 5 hrs
, Summer (Apr-Oct) 190062200 hrs 3 hrs
Himachal Pradesh Winter (Nov -Mar) 18302130 hrs 3 hrs

They requested the Commission to direct the UPCL to provide annual load curves with the

Petition so that a clear picture of peak load period is available before the consumers.
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3772 Petiti onerds Response

UPCL submitted that the peak hours from April to Septemb er are 18062300 hours (5 hours
in a day) and from October to March are 0600-0930 hours and 17362200 hours (8 hours in a day).
The morning peak hours have been kept only in the winter season i.e. from October to March of the
financial year. Morning peak h ours have been provided due to heating load and reduced generation
in winter season, whereas the Air Conditioning load during summer season in the Hilly State of
Uttarakhand from 06:00 hrs to 09:30 hrs is negligible. Therefore, morning peak hours in winter are

required to be continued.

During deficit situations, UPCL buys power from the Grid through Ul mechanism and the
rate of this power is upto Rs. 8.60/kWh. After incorporating the losses, this rate becomes more than
Rs. 10/kWh. Accordingly, it is justif ied to have the energy charges during peak hours at 50% higher

than the energy charges during normal hours.

UPCL further added that no change in the tariff structure of time of day charges has been
proposed. Similar to the provisions of existing Tariff Or der, electricity charges during peak hours
have been proposed 50% higher than the electricity charges during normal hours (at load factor
above 50%) and electricity charges during off peak hours have been proposed 10% lower than the

electricity charges during normal hours.

Regarding combined billing of IPDL Township and plant consumption and thereby

charging TOD tariff for township consumption, UPCL has not responded to the objection.

UPCL further submitted that there is deficit situation of electricity th rough out the day, but
the quantum of deficit during peak hours is much more than the quantum of deficit during off peak

hours. Therefore, rebate during off peak hours cannot be allowed more than 10% of energy charges.

UPCL further submitted that by contr olling the price of electricity, it is possible to motivate
individual consumers to either reduce the consumption or shift their consumption from one point
of time to another during the day. It is desirable from the system point of view to reduce peak
demand and encourage consumption/ enhance load during off peak hours. This can be done either
by (i) providing incentives to consumers for shifting their consumption to off peak hours (ii)
building in disincentives to consumers for consumption of power during p eak hours or (iii) a
combination of (i) & (ii). As the industries (LT & HT) are in position to shift their load from peak

hours to off peak hours, it is necessary to have peak hour charges for these categories.
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3.7.8 Load Factor based Tariff to HT Industrial Con sumers
3781 St akehol derds Comment

Shri Pramod Singh Tomar, Director, Galwalia Ispat Udyog Ltd. and Shri Jai Bhagwan
Agarwal of Kashi Vishwanath Steel Ltd. submitted that industrial units are facing financial burdens
on account of paying additional rate of charges on above 50% load factor. Therefore, rate of load
factor limit upto 50% should be changed to load factor above 60%. Shri Jai Bhagwan Agarwal of
Kashi Vishwanath Steel Ltd. further submitted load factor above 50 % limit should be changed to

load factor above 70%

Shri V.V. Joshi, AGM, Tata Motors Ltd. submitted that in other States the consumers are
allowed rebate for maintaining the load factor as high as possible to optimize the capacity of

generation.

Some of the stakeholders submitted that the load factor based tariff to HT Industries is
di scriminatory as wel/l as against the provisior
Distribution Tariff Regulations and this concept needs to be reviewed. They further submitted that
an industrial consumer entering into contract with the licensee for a certain contracted demand, has
the right to consume electricity up to the contracted demand without attracting higher tariff for load
factor up to 100% and the higher tariff can be levied only on the consumption beyond this limit. The
existing load factor based tariff penalises the industries with incremental consumption within its

contracted demand.

Some of the stakeholders submitted that in the ATE judgment dated January 31, 2011, on
page 61, it is mentioned that the load factor can be considered in case voltage wise / category wise
cost of supply is the basis for tariff design of that category. The load factor tariff design is
unjustified in this case as it is being designed on average cost of supply. He further suggested that
with average cost of supply, the tariffs at higher load factors should be lower and rebate mechanism

should be introduced.

Some of the industrial consumers submitted that, in the earlier Tariff Orders, the
Commission had justified load factor based tariff to HT industries on the ground that the utility has
to procure marginal power at a costlier rate due to increased consumption by the industrial

consumers in the State. In this regard, it is submitted that upon entering into a contract with the
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consumer to supply power, the licensee has the responsibility to arrange for power upto the agreed
contracted demand. They further submitted that, even in case load factor based tariff is imposed,
then it should provide telescopic basis for charging incremental consumption beyond specified load
factor limit on higher rates instead of existing provision of charging the entire consumption at

higher rate of energy charge for a particular load factor slab. It was further submitted that the

existing formula for calculating load factor should be modified as follows:

Consumption during billing period

Load factor = %100

comtractdemand x Noshoursin the billing period

The contract demand should be considered instead of minimum recorded demand while
calculating the loads factor. The consumer is sanctioned with a contract demand and they have the

right to fully utilize the contractl demand simultaneously.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that the
computation of load factor in Uttarakhand differs from load factor calculation in states such as
Maharashtra and Madhya PradeShri In Uttarakhand, on one hand there are high charges for
consumption above load factor of 50% and on the other hand the formula considered for calculating
the load factor also tend to increase the load factor by considering lower of the maximum or

contract demand in the denominator.
The Commission defines load factor as follows:

O0Load factor = (consumption during the billing

whicheverisless) x No. of hours in the billing period

However, MERC in its Tariff Order dated August 17, 2009, has defied the Load Factor as

follows:

oLoad Factor = (Consumption during the month in

during the month in MU

Where, Maximum consumption possible = Contract Demand (kVA) x Actual Power Factor x (Total

no. of hrs during the month less planned load shedding hours*)

* - Interruption/non-supply to the extent of 60 hours in a 30 day month has been built in the sEheme.
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It is evident from above, that while MERC has laid emphasis on Contracted Demand as basis
for all computational purposes, the UERC has left the concept of Contracted Demand meaningless

by including the maximum demand as additional factor for load factor computations.
3782 Petitionerds Response

The Petitioner submitted that the analysis of billing data reveals that only 6.5% HT
industrial consumers have load factor (consumption/contracted load) above 50% and the
consumers having load factor above 60% are very rominal. With a view to have balancing of
average tariff applicable on the consumers billed in each load factor, the load factor based tariff

have been designed and proposed in the Petition.

The Petitioner further submitted that the tariff for any consumer category should reflect the
cost of supply, which comprises of power purchase cost and all other costs that the licensee incurs.
The power purchase consumption of any unit is a function of its contracted load and the extent of
its utilization, which in tur n get reflected in the demand charges and energy charges. Both these
elements of tariff need to increase with consumption beyond a threshold level. The two part tariff
suffers from a drawback that it inherently tends to encourage high consumption as the same
reduces the effective per unit composite rate. This inevitable distortion is more pronounced with
higher consumption level. To correct this, tariff also needs to increase in a manner so as to achieve a
near uniform composite rate. Attempt has been made by UPCL by choosing a uniform rate of
demand charge and three rates of energy charges linked to the consumption level represented by
the load factor. Thus, although it appears from the tariff structure that the consumers with higher
load factor are paying higher tariff, actually their effective tariff is being brought closer to others

and not made higher by staggered rates.

Further, in case load factor calculation formula is changed as per suggestion, it will increase

the chances of manipulation the load factor by having contracted load more than the requirement.
3.7.9 Voltage Rebate
3791 St akehol derdés Comment

Shri Raj Kumar Arora of Kashi Vishwanath Textile Mill Ltd., Shri Atul Agarwal of Kashi
Enterprises and Shri Jai Bhagwan Agarwal of Kashi Vishwanath Steel Ltd. and some other

stakeholders submitted that the proposed rebate of 1.5% should be increased to 2.5% to the
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consumers receiving supply at 33 kV. Shri Jai Bhagwan Agarwal of Kashi Vishwanath Steel Ltd.
furth er submitted that the proposed rebate of 2.5% should be increased to 10% to the consumers

receiving supply at 66 kV or 132 kV due to following reasons:

(a) There is heavy investment done by consumers being independent feeder in the

construction of 132 kV line, which subsequently becomes asset of UPCL.

(b) On this supply, the line losses are less than 1% (one percent) as against average line

losses of 20.53% as proposed by UPCL.

(© In the neighbouring States they are encouraging consumers to avail supply on 132

KV by providing supply rebate to the extent of 18.5%.

(d) In Uttarakhand in FY 2006-07, the Commission sanctioned rebate of 5% on 132 KV
voltage supply

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri R.K. Gupta, General Manager, Gujarat Ambuja Exports Ltd. and
Shri Darbara Singh (President, Kumaun Garhwal Chamber of Commerce & Industry, Uttarakhand
submitted that in the Tariff Order dated April 25, 2005 there was a rebate of 5% for 11 kV voltage
supply and 2.5% for higher voltage supply to LT consumers, whereas for HT consumers, the rebate
was 2.5% for 33 kV voltage supply and 5% for supply above 33 kV, i.e. 132 kV & 220 kV voltage
supply. In the next Tariff Order dated 12.07.2006, the Commission linked the rebate mechanism to
systems technical requirement, ignoring the fact that the tariff therein was not reflecting voltage -
wise cost of supply but average cost of supply. On being opposed of this approach, the Commission
partially restored the high voltage rebates in its Tariff Order for FY 2008 -09, which is continuing till
now i.e. FY 201%12. Presently there is a rebate of 5%dr 11 kV voltage supply and 2.5% for higher
voltage supply to LT consumers, whereas for HT consumers, the rebate is 1.5% for 33 kV voltage
supply, 2.5% for 132 kV voltage supply and 5% for 220 kV voltage supply. Therefore, while the
Commission restored previously admissible rebates of other supply voltages, the partial restoration
of rebate of 1.5% for 33 kV voltage supply is without any logic/justification. They further requested
to the Commission that in case the new tariff for FY 2012-13 is not computed on the basis of voltage-
wise/category -wise cost of supply to the consumers, the Commission should review the rebate
mechanism for higher supply voltages and restore the original rebates as approved in the Order

dated April 25, 2005.
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M/s Voltamp Transformer s Pvt. Ltd. submitted that many States are encouraging industrial
consumers to avail supply on higher voltage by providing higher voltage rebate to the extent of
15%. It is further suggested that rebate of 15% to 20% should be provided on 132 KV voltage spply

to encourage industrial units to take supply on higher voltage.
3792 Petitionerds Response

The Petitioner submitted that any revision in the rebate may be made on availability of
voltage-wise losses. The Petitioner further submitted that the tariff of vari ous categories is fixed
according to average cost of supply (maintaining cross subsidy level as per law). In case, quantum
of rebate is enhanced the base prices of tariff would also will have to be increased in the same

proportion.
3.7.10 Power Factor Incentive
37101t akehol derds Comment

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that SERCsof
some of the States (like Madhya Pradesh, Maharashtra, Gujarat, Rajasthan, etc.) understandably
levy penalty for low power factor on industries and pr ovide incentives for achieving higher power
factor, a higher power factor of the consumers leads to reduction in reactive energy losses.
However, such incentives are not there for consumers in Uttarakhand. It is submitted that given the
scenario prevailing in the State, where HT consumers are loaded for all the inefficiencies in the
system, an effort should be made in this Tariff order to improve the efficiency of supply by
encouraging the industries to improve power factor. Where the power factor surcharge is not
applicable on Domestic, PTW categories and other categories having kVAh based tariff, an incentive
should be provided to other category of consumers for power factor improvement. In view of the
above, for industries which maintain a power factor ab ove 0.99 which in turn leads to lower losses
for UPCL, a suitable incentive mechanism needs to be developed for promoting higher power

factor.
3.7102Pet i ti onerds Response

The Petitioner submitted that the billing of consumers having load above 25 kW is in kVAh

so the incentive for high Power Factor/disincentive for low power factor is already inbuilt in tariff.

Uttarakhand Electricity Regulatory Commission 93



Order on Retail Supply Tarfifof UPCL for 201213

3.7.11 Minimum Load for Induction Furnaces
3711.1St akehol derds Comment

Shri Pramod Singh Tomar, Director, Galwalia Ispat Udyog Ltd., Shri Raj Kumar Arora of
Kashi Vishwanath Textile Mill Ltd., Shri Atul Agarwal of Kashi Enterprises, Shri Jai Bhagwan
Agarwal of Kashi Vishwanath Steel Ltd. and Shri Pawan Agarwal, Vice President, Uttarakhand
Steel Manufacturers Association submitted that there is tremendous development and
improvement in the furnace technology during the last 10 years. Also, in the other states like Uttar
Pradesh, the minimum load limit is 500 kVA of 1 tons furnace and suggested that minimum load
requirement of 1 tonne furnace should be reduced from 600 kVA to 500 kVA. He further added that

the manufacturers are now supplying furnaces requiring power load of only 400 -450 kVA/Ton.

It is further submitted that in the existing tariff schedule RTS -7, there is a condition of
minimum required load of 600 kVA per ton capacity of furnace and no supply is permissible below
this norm. The existing condition in Tariff RTS -7 regarding minimum load per ton capacity of
furnace is contradictory to the provision/spirit of Supply Code Regulations and the Tariff. It is
suggested that, with the installation of trivector meters, the maximum demand recorded cannot be
manipulated and, therefore, the provision of condition of minimum load based on per ton capacity

of furnace should be abolished.
3.7.11.2 Petitoner 6 s Response

The Petitioner submitted that the consumer has not submitted any documentary evidence in
support of his claim. On production of any documentary evidence in this regard, decision may be

taken accordingly.
3.7.12 Relaxation in Tariff to Certain Indus tries
37121St akehol derds Comment

Shri Sanjay Kumar Agarwal, President, Industries Association of Uttarakhand, Dhalwala -
Rishikesh Chapter has requested the Commission to consider relaxation and relief for industries of

hilly districts from steep hike in energy charges to help survival of hilly industries from sickness.

Shri Naval Duseja, AGM (Finance & Accounts), Flex Foods Ltd. further submitted that there
should be concessional tariff for the units engaged in production and processing of mushrooms,

similar to Maharashtra.
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3.7122Pet i ti onerds Response

UPCL submitted that determination of tariff to be charged from a category of consumer is
based on average cost of supply maintaining cross subsidy level as per law. Further, as per the
provisions of Electricity Act, 2003, tari ff can be differentiated
factor, power factor, voltage, total consumption of electricity during any specified period or the
time at which the supply is required or the geographical position of any area, the nature of supply
and the purpose for which the supply is required. Tariff for all the categories including Railway
Traction and HT industry category have been proposed based on the above principle and
provisions of law. Accordingly, concessional tariff for a textile unit and the units engaged in

production & processing of mushrooms cannot be designed under the provisions of law.
3.8 Railway Traction Tariff

3.8.1 Energy Charges
3811 St akehol dersd Comment

Northern Railways submitted that the Commission should direct UPCL to keep the energy
charges forthe FY 20121 3 f or R a i-Traeterypdveer shipply at the same rate as in FY 2011
12.

Northern Railways submitted that UPCL has proposed about 46% hike in traction tariff,
which is a very steep hike and will give tariff shock to gen uine consumer like Railways. Northern
Railway has been making timely payment, drawing uninterrupted uniform supply day/night,
contributing negligible technical & commercial losses, etc and hence the Commission should reduce
traction tariff suitably so that traction supply can become more economical/suitable for progressing

Railway Electrification on Indian Railways.

Northern Railways further submitted that Appellate Tribunal for Electricity, Delhi in its
judgment dated March 02, 2006 in appeal no-79 of 20® (South Central Railway Vs APERC)
directedthat 0 Rai | way being a public wutility and is ha
breadth of the country, its plea for reasonabl e
The Commission is, therefore, requested to keep the energy and demand charges at reasonably low

rate for Railwayds Electric Traction.
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Railways further submitted that Ministry of Power vide letter no. 27/34/90 -D (SEB) dated
May 01, 1991 circulated to all StateElectricity Boards, requested the State Governments/SEBs to
revise the tariff in such a way that tariff for railway traction is not higher than the high tension

industrial tariff for other consumers.
3812 Petitionerds Response

The Petition submitted that the rates of electricity have been increased only about 25% over
a period of seven years, whereas the rate of inflation during this period is much more than this rate
of increase in tariff. Further, it was submitted that the recovery of entire projected deficit of Rs.
1649.79 Cr requires 46.36% increase in tariff.

3.8.2 Demand Charge
3821 St akehol derds Comment

Northern Railways submitted that demand charges @ Rs. 234/- per kVA/month proposed
by UPCL are not only unreasonable but also high as compared to other neighbouring supply
utilities. HVPNL is levying the demand charges @ Rs. 60/- per kVA/month only. Railways
undertake reliability measures and also provide capacitor banks to improve power factor as well as
health of the entire supply system. All such investments add ad ditional heavy cost per unit to
Railways beside tariff. Therefore, demand charges for Railways should be reduced to Rs. 125 per
kVA.

3822 Petitionerds Response

UPCL submitted that the composite tariff of railway traction comprise demand charges and
energy charges. In case demand charges are reduced, the energy charges will be increased in order

to have the composite tariff equivalent to cost of supply and the desired level of cross subsidy.
3.8.3 Proportionate Traction Tariff as compared to CGS Rates
3.8.3.1 St ak e hsoClondneent &

Northern Railways submitted that traction tariff should be based on either the cost of
generation or cost of purchase from Central Generating Agencies like NTPC/NHPC etc. with
reasonable additional charges for wheeling of power etc. Projected figure of power purchase for

UPCL for FY 201011 from central generating agencies like NTPC / NHPC ranges between Rs.
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2.87/kWh to Rs. 2.64/kWh respectively (Format 4 of ARR) and proposed average traction tariff for
railways is Rs. 6.89/kwWh. Hence the tariff proposed for Railways is far in excess of the central
generating agencies6 tariff even if reasonabl e v

may therefore, be appropriately directed to set right this abnormal distortion in the traction tariff.
3832 Petitionerds Response

UPCL responded that they dondt agree with th
tariff should be based either on cost of generation or cost of purchase of CGS with reasonable
additional charges for wheeling. As per the pr ovisions of EA 2003, tariff for various categories has

to be determined based on average cost of supply (maintaining crosssubsidy level as per law).

3.8.4 Provision of Alternative Supply Arrangement for Railway Traction and levy of load

violation charges
3.84.1 Stakehol der s Comment

Northern Railways submitted that sometimes in case of incoming supply failures, Railways
have to extend the feed of Roorkee/TSS being fed by UPCL in the feeding zone of failed TSS being
fed by HVPN/UPPCL and have to pay load violation cha rges for exceeding the sanctioned contract
demand for the circumstances beyond control of Railways. Northern Railways further submitted
that whenever there is a supply failure from HVPN/UPPCL, then till such time the supply failure
persists, the instancesof maximum demand exceeding contract demand due to feed extension of
Roorkee TSS being fed by UPCL and vice versa should be ignored and no load violation charges

should be levied for that period.

Northern Railways further submitted that a time bound schedu le may be formulated for the
revision of contract demand for Railways traction loads. Contract demand should be revised by

UPCL within 30 days from the date of application by Railways.
3842 Petitionerds Response

The Petitioner submitted that the Commission has issued UERC (Release of HT and EHT
New Connections, enhancement and reduction of loads) Regulations, 2008, wherein, procedure and
time limit have been clearly specified for enhancement of load. These regulations have been

implemented by UPCL.
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3.8.5 Simultaneous Metering of Maximum Demand
3851 St akehol derds Comment

Northern Railways submitted that in line with Order dated 24.03.2001 of Rajasthan
Electricity Regulatory Commission the Commission should consider provision of levy of maximum
demand charges and demand violation charges by taking into account the simultaneous maximum
demand at all metering points and making single arrangement for all adjacent supply points for

future railway traction sub -stations in Uttarakhand.

3852 Petitionerds Response
The Petitioner has notresponded to the objection.

3.8.6 Security Deposit

386.1 St akehol derds Comment

Northern Railways submitted that payment of ACD/consumption security deposit should

be in the shape of bank guarantee instead of c&hri
386.2 Petitionerds Response

UPCL submitted that as per provisions of Electricity Act, 2003 and regulations, security

deposits have to be deposited only in caShri
3.8.7 Billing and Realization System
3871 St akehol derds Comment

Northern Railways submitted that it has number of connections at various locations, for
which separate bills ar e i ssued by t he Petitionerds
suggested that a consolidated single bill can be issued incorporating consumption of all connections
to avoid multiplicity of processing the bills and enable timely paymen t. Alternatively, a system of
payment at a fl at rate based on | ast yeards consun

done later.
3872 Petitionerds Response

The Petitioner has not responded to the objection.
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3.8.8 Metering for Railway Traction
3881 St akeholmmenmds Co

Northern Railways submitted that meter for railway traction should be provided at railway
traction substation instead of the grid substations of UPCL to minimize the line losses. It has been

further submitted that time limit should be fixed for chan ging the defective meters.
3882 Petitionerds Response

The Petitioner has not responded to the objection.
3.9 Cost of Supply & Cross Subsidy

391 St akehol derds Comment

Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd. submitted that UPCL has worked out
category-wise cross subsidy on the basis of average cost of supply in the Petition and has not
worked out the category wise/voltage wise cost of supply. Northern Railways further submitted
that the other public utilities like GIS, Public Lamps etc. are being cross-subsidized, railway traction
even being a public Utility, is cross subsidizing other category of consumers and the cross subsidy
for railway traction is the highest amongst all the consumers of UPCL. They suggested that UPCL
should work out the category -wise cost of supply and then link the tariff with that cost of supply as
per provisions of National Tariff Policy and further, cross subsidy for railway traction should be

gradually reduced.

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri R.K. Gupta, General Manager, Gujarat Ambuja Exports Ltd. and
Shri Darbara Singh, President of Kumaun Garhwal Chambers of Commerce and Industry,
Uttarakhand submitted that since its first Tariff Order dat ed September 20, 2003, the Commission
has been directing UPCL in every Tariff Order to workout actual voltage wise/category wise losses
and cost of supply for fixation of category wise tariffs, which UPCL has failed to comply with. In
the Tariff Order for FY 201011, the Commission assumed losses of 15% at HT level to arrive the cost
of power purchase at HT level. It is suggested that, the Commission taking a serious note of such
repeated non-compliance on the part of UPCL to take action as provided in the Act and fix the tariff

of the consumers by considering HT level losses at not more than 7.5% to 8%.

Uttarakhand Electricity Regulatory Commission 99



Order on Retail Supply Tarfifof UPCL for 201213

It is further submitted that UPCL in its Tariff Petition for FY 2012 -13 has assessed cross
subsidy based on average cost of supply i.e. Rs. 5.65 per kWh, whreas the UPCL should have
assessed cross subsidy on category wise/voltage wise cost of supply. As per Tariff Proposals of
UPCL for FY 201213, the commercial & industrial tariffs are proposed as 13% higher than average
cost of supply, while domestic category tariff is subsidized by 35%, PTW/PS by 72%, mixed load by
12% & government categories, viz., Public Camps, Water Works, STWS, by 5%, which is not
acceptable. It is further suggested that the existing cross subsidies for the subsidized categories of
consumers should be reduced progressively and ultimately withdrawn as per the directive of
National Tariff Policy. The Commission may, therefore, lay down a road map to eliminate the cross

subsidy among the various categories and bring the tariff of each category closer to the cost of
supply.

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that there

should not be any cross subsidization by industries particularly by small LT consumers.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. has submitted that as per
section 61 of the Electricity Act, 2003, the Commission should determine tariff in a manner that the
tariff progressively reflects the cost of supply of electricity and also reduces cross subsidies. The
Electricity Act, 2003 and the National Tariff Policy issued, thereunder, thrust upon reducing the
subsidy with tariff progressively reflecting the cost of supply of electricity. The National Tariff
Policy mandates the SERC to notify roadmap with a target that latest by the end of the year 2010611
the tariffs are within £ 20% of the average cost of supply. Most of the SERCs have taken initiatives
for reducing the cross subsidy and rationalizing the no. of consumer categories / slabs while also

creating new consumer categories, as and when required.

Shri H.K. Sharma, SEE/TRD/HQ, Northern Railway submitted that the directions issued by
Appellate Tribunal for Electricity in Appeal No. -219/2006 (Northern Railway vs. UERC) in respect
of Avoidance Cost and Cost Standard should be considered while determining the tariff of railway
traction for the FY 2012-13.

392 Petitionerds Response

UPCL submitted that presently they are not in position to calculate the voltage -wise cost of

supply. However, the mechanism to work out the actua | voltage-wise losses and cost of supply is
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under process. On evolvement of the same, tariff shall be proposed according to voltage-wise losses

and cost of supply for each category.

With regards to cross subsidization, UPCL submitted that as per provisions of Electricity
Act, 2003 and Tariff Policy, the cross subsidy was required to bring down to the level of 20% by the
end of FY 201611. UPCL in its ARR and Tariff Petition has maintained the cross subsidy for
different category of subsidizing consumers wit hin the range of 20% of cost of supply, except in
case of Railway Traction which is 22%, the reason being that the load factor of this category is very
low. In case load factor of Railway Traction is considered equivalent to the load factor of HT

industry category, the cross subsidy of Railway Traction shall be less than 20%.

Further, UPCL submitted that the Tariff Policy stipulates the following as regards the cross -

subsidy:

OFor achieving the objective t happlydféletricityathei f f
SERC would notify roadmap within six months with a target that latest by the end of yea22210
tariffs are within + 20 % of the average cost of supply. The road map would also have intermedia
milestones, based on the approaich gradual reduction in cross subsidy. For example if the average
cost of service is Rs 3 per unit, at the end of year-201Q the tariff for the cross subsidised
categories excluding those referred to in para 1 above should not be lower thanpges @mOand

that for any of the crossubsidising categories should not go beyond Rs 3.60 per unit (emphasis

added) . 6

Thus, the crosssubsidy has to be worked out and brought at the desired levels for all the
consumers of the entire category taken together. Once the crosssubsidy level has been reduced to
within +20%, there is no mandate under the Act or Tariff Policy to reduce it further. Further, the
criteria of £+ 20% of the average cost of supply for all the categories including subsidised categories
depend upon the consumption mix of the Licensee. However, in case of UPCL, the consumption
mix is skewed towards subsidising categories with subsidising categories constituting 70% of total
sales while the consumption by subsidised categories is around 30% of the total consumption.
Therefore, in case of UPCL though the tariff for all the subsidising categories have been within 120%

of overall average cost of supply, the average tariff for some of the subsidised categories is less than

80% of overall averagecost of supply.
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UPCL further added that the cross subsidy in case of public utilities has been maintained @ -
5%, which is very near to the cost of supply and has been reduced from the level of previous years.

Whereas, the cross subsidy in case of LT industy has been maintained at a level of 10% only.

With regards to issue raised regarding page-61 of the Judgment dated January 31, 2011
i ssued by Hondoble Appellate Tribunal for Electrici:

and Conditions for Determi nation of Distribution Tariff) Regulations, 2004 is quoted:
020. Cost Standard:

The tariff for various categories/voltages shall be benchmarked with and shall progressively reflect the
cost of supply based on costs that are prudently incurred by thébdi&n licensee in its operations.
Pending the availability of information that reasonably establishes the categoryAmiltageost of

supply, average cost of supply shall be used as the benchmark for determining tariffs. The category
wise/voltagewisecost to supply may factor in such characteristics as the load factor, voltage extent of

,,,,,,,,,,,,

technical and commer ci al |l osses etcéeééééecéecéeecée.
3.10 Distribution System

3.10.1 Investment in Distribution
3.10.1.1St akehol der s Comment

M/s Asahi India Glass Ltd., Roorkee submitted that as per Annexure -7 of UPCL Petition
|l i sted at Sr. No. 2 A, V o-216) medated?to Gualelines & GovtPohl lgdta, No 6 s (
Ministry of Power for Restructured Accelerated Power Development Progr amme (R-APDRP),
Power generating and Transmission bodies must take steps for modernization and strengthening of

system rather than burdening their liabilities on consumers.

Shri Shanti Prasad Bhatt (Kendriya Mahamantri, Uttarakhand Kranti Dal) submitted t hat
tariff determination should not include the loan amount and interest payable thereon under APDRP

as UPCL has failed to reduce losses to a desired level.

Shri S.S. Anand of M/s Greenply Industries Limited and Shri Darbara Singh, President of
Kumaun Garhwal Chambers of Commerce and Industry, Uttarakhand submitted that UPCL has
laid stress for significant investment in distribution network even after spending about Rs. 300 crore
from FY 200001 to FY 200809 under APDRP and making substantial investment fr om its internal

resources and other government funded schemes. However, the benefits of huge expenditure made
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in the distribution system on its technical and commercial efficiency have not been highlighted in
the proposal. It is further submitted that UPC L should complete the R-APDRP works within the
stipulated time, for which it has envisaged further investments of Rs. 157.39 crore and Rs. 631.51
crore in R-APDRP Part-A and Part-B respectively for 31 towns, so that distribution system may be

improved resulting in better electricity to consumers.

Shri S.S. Anand of M/s Greenply Industries Limited and Shri Darbara Singh, President of
Kumaun Garhwal Chambers of Commerce and Industry Uttarakhand further submitted that the
action plan and expenditure given in the Petition contains only assurances as made in the ARRs of
previous years, however, the achievement and effect of such measures in past on its commercial
and financial health are not indicated in the Petition. UPCL is supposed to give the result of
impl ementation of proposals of the past ARRs regarding energy audit and non-technical loss
reduction, rather giving only future plans. Therefore, the Commission should direct UPCL to
include the progress achieved in respect of various efficiency improvement me asures taken by it as

indicated in the previous ARRSs.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that in its action
plan for FY 201213, UPCL had proposed the following initiatives for efficiency improvement in its

operations:

e Proposed outlay of Rs 157.39 crore under Part A of RAPDRP for execution of work for

31 towns identified under the scheme.

e Proposed outlay of Rs 631.51 crore under Part B of RAPDRP undertake regular

distribution strengthening projects.

¢ RGGVY- Rs 760.4 Crore has been sanctioned to be available to UPCL, in the form of
90% capital subsidy under the scheme. The revised target under RGGVY for UPPCL

covers 727 unelectrified villages and 786 de-electrified villages for execution of work.

e Proposed initiative s for loss reduction including consumer metering, installation of

AMR meters, conducting raids on the consumer premises to curb theft of electricity.

In this regard, the Commission is requested to direct UPCL to present an account of
efficiency achieved with the help of proposed initiatives in the tariff filing. UPCL may also be

directed to present a future action plan considering rural electrification and power purchase cost to
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meet the obligation of supply to such subsidized consumers. Considering the effect on loss level
and cross subsidy due to increase in consumer base on account of rural electrification, the tariff of

HT category is a prime concern.
3.101.2Pet i ti onerds Response

The Petitioner submitted that the Commission has estimated the distribution loss o f UPCL
as 44.32% and 25.09% respectively for the FY 206823 and 200910. Thus, UPCL has reduced 19.23%
distribution loss in a period of only 7 years. This reduction could be possible due to investment
made in distribution under various schemes. Further, UP CL has targeted to complete the works
under R-APDRP (A&B) within the time limit as prescribed by the Steering Committee constituted
by the Ministry of Power.

As regards the contention raised by Shri Shanti Prasad Bhatt (Kendriya Mahamantri,
Uttarakhand Kranti Dal), the Petitioner submitted that UPCL is a commercial organisation who is
required to meet its Annual Revenue Requirement out of the revenue realized from the consumers
through electricity ta riffs. The total expenses include the loan amount and interest payable thereon
under APDRP. The Petitioner further submitted that it is totally against business principle to not
include the the interest payable on loan amount under APDRP in total expenses for tariff

determination, as the same shall not be recovered.

The Petitioner further submitted that all the details in respect of energy audit and efficiency
improvement measures have been shown in chapter-2 (A2) of the ARR & Tariff Petition for the FY
201213. Additionally, information as desired by the Commission is being provided to them as per

their direction.

With regards the contention raised regarding efficiency improvement, the Petitioner
submitted that UPCL in its ARR & Tariff Petition has shown the distribution loss reduction @ 1.61%
in FY 201%12 and 1% in FY 201213. This loss reduction shall be done with the help of proposed

investments.
3.10.2 System Strengthening and other Capital works
3.1021St akehol dersd Comment

Shri S.S. Anand of M/s Greenply Indus tries Limited and Shri Darbara Singh, President of

Kumaun Garhwal Chambers of Commerce and Industry, Uttarakhand submitted that UPCL had
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proposed huge expenditure during FY 2011-12 on capital works such as System Strengtheningd Rs.
50 crore, Segregation & P.T.W feedersd Rs. 100 crore, District Pland Rs. 40 crore and Earthing of
transformers o Rs. 30 crore. However, UPCL has not reported any achievement/progress against

these huge expenditures in the ARR.
3.10.22Pet i ti onerds Response

In reply, the Petitioner submitted that UPCL in its ARR & Tariff Petition for FY 2012 -13 at
para-6.9 has mentioned that the company reduced its distribution losses amounting to Rs. 292.78

crore for the period from FY 2007-08 to 201112.
3.11 Energy Sales/Demand

311.1St akehol derds Comment

Shri Mukesh Tyagi, Managing Director, M/s. BST Textile Mills Pvt. Ltd., Rudrapur,
submitted that the energy sales for HT industry is projected by considering 15% growth per
annum on the actual figures of FY 201611 He further submitted that the sales to HT industry in FY
201213 is not expected to increase by 15% and suggested that the increase in HT Sales may be
considered as 57% only. Regarding the overall energy sales also, Shri Mukesh Tyagi, Managing
Director, M/s. BST Texti le Mills Pvt. Ltd. opined that the energy sales projections of 9,210 MU in FY
201213 over 7,222 MU in FY 2016011, which is 27.5% higher is unrealistic and should not be more

than 8-10% in any case.

Several other stakeholders submitted that an increase of15% for projecting industrial sales is

very high and a marginal increase may be considered for projecting industrial sales for FY 2012-13.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that UPCL has
considered CAGR of last 4 to 5years for estimating the sales in most of the categories for FY 201412
and FY 201213. Since Uttarakhand is a relatively new State carved out of Uttar Pradesh, it may not
be prudent to consider CAGR of 4-5 years as it may lead to over estimation, which is also admitted
by the Petitioner by considering a nominal growth rate of 15% for HT industries sales, instead of
considering 5 year CAGR of 23.94%. The reason considered is non extension of special packages for
industries by the State Government. C E R CMoslel Tariff Regulations for Multi Year Distribution

Tariff also consider 2-3 year CAGR in such cases.In this regard, it is further submitted that the
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growth in excess of 7% in almost all the consumer categories and 15% for HT consumers,

considering economic slowdown, is not realistic and should be carefully reviewed.
311.2Pet i tionerds Response

With regards to the increase considered for projecting sales, the Petitioner submitted that the
consumption growth in respect of LT industries and HT industries have bee n considered @ 9.38%
p.a. and 15% p.a. respectively. This growth rate has been considered on the basis of past growth
trend in these categories and nonextension of industrial package after March 31, 2010 in respect of

HT industries.

The Petitioner submitted that the growth recorded during FY 2010-11 in respect of sales of
HT industry was 24%. Due to non-extension of industrial package after March 31, 2010, the annual
growth of sales for HT industry has been considered @ 15% per annum only for FY 201112 & FY
201213

The Petitioner further submitted that in respect of sales forecast, UERC (Terms and

Conditions for Determination of Distribution Tariff) Regulations, 2004 provides the following:

0 6 ( ISales forecast for the tariff year shall be made consiategjorywise and shall be based on
the past trend. Suitable adjustments shall be made to reflect the effect of known and measurable
changes with respect to number of consumers, the connected load and the energy consumption,

thereby removing any abnormat y i n t he past data. o6

The sales for FY 201213 are projected in accordance with the provisions of the Regulations.
The Petitioner analyzed the trends of consumption of different category of consumers for estimating

the category-wise consumption for the FY 201112 & FY 201213.

The Petitioner further submitted that there should be a realistic view while projecting the
demand for the ensuing years as power purchase expenses and revenues of the company are linked
to it and projecting lower sales can be detrimental to the interests of the company. In case the
company will be cash starved and will find it difficult to arrange for additional funds to procure
additional power to meet increase in demand, the same can adversely impact the quality of supply

to the consumers.
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3.12 Distributio n Losses/Line Losses

3121St akehol derds Comment

Northern Railways submitted that UPCL has failed to achieve the target of distribution
losses approved by the Commission. The proposed reduction in distribution losses is appreciable
but the distribution losses of other DISCOMs are still low as compared to UPCL. Therefore, UPCL
should make extra efforts to reduce the losses and improve collection efficiency and its benefit

should be passed on to the consumers by way of reduction in tariff.

Shri Manmohan Kansal (President of the Dakpathar Vyapar Mandal of Dehradun)
submitted that UPCL is inefficient in curbing the HT and LT losses and is not able to curb the losses

in Rudrapur and Roorkee Circles.

Some stakeholders suggested that the distribution losses should bereduced from 18% to
16% foryear20121 3 as such higher | osses are attributed

and curbing theft of electricity.

Shri K.G. Behl, Brig. (Retd.), President, All India Consumers Council, Uttarakhand
submitted that dis tribution losses/power thefts roughly constitutes 20% of energy purchased.
UPCL has not taken strict action to prevent distribution losses/power thefts because its own staff is
involved in those thefts. He has asked UPCL to provide the details of reduction in losses achieved
after installing electronic meters and other devices. He further suggested that something drastic has
to be done to prevent these losses which unnecessarily affect the fixation of tariff rates. He further
submitted that open theft is being done by people involved in house construction for manufacturing
grills, holding big public functions, marriages, etc. by throwing kundies (hooks across the main
lines to steal electricity). Therefore, surprise raids should be conducted as they remove dl gadgets

by the time reports are made or teams reach to inspect..

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. has suggested that the
Petitioner should consider Commission approved losses for calculation of power purchase cost. In
the tariff order for FY 2011-12, it had been presented that 98.24% of the consumers have been
metered and moreover, the sales mix of the licensee is dominated by HT consumers which is a great
facilitator in reduction of losses for any utility, still the license e has not able to meet the loss

reduction targets. Further, the subsidizing categories connected to higher voltages namely HT
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Industrial, LT Industrial, Non Domestic and Railway constitute about 70% of the sales mix,
therefore, higher losses of the license& than the losses approved by the Commission may be

attributed to |licenseeds inefficiency.

Dr. Ganesh Upadhyay, Member of Uttarakhand Pradesh Congress Committee submitted
that L.T. lines should be replaced with the insulated conductors to reduce line losses by 30% and
power theft by 15% along with prevention of accidents. It is further suggested that industrial units
should use high efficient transformer to reduce line losses. Further as per data available on records,
line losses on higher voltage comes toaround 1% as against overall line losses of 21%Shri Shanti
Prasad Bhatt (Kendriya Mahamantri, Uttarakhand Kranti Dal) submitted that there should be micro

level investigation at feeder level for the prevention/reduction of power line loss/theft.

Shri Manmohan Kansal (President of the Dakpathar Vyapar Mandal of Dehradun) and Shri
Pankaj Gupta, President, Industries Association of Uttarakhand submitted that for investigating
losses and energy audit, the Commission should appoint an agency for carrying out the
investigation exercising its powers under Section 128 of Electricity Act 2003. If HT consumers are
consuming more than 50%, whose losses should not be more than 5% then, the losses in other
categories are more than 45%. He further suggested that he Petitioner should convert their sub -
stations into Costdcenters and any Substation found to be losing money should be subject to

penalties.
3.122Pet i tionerds Response

The Petitioner submitted that the Commission has estimated the distribution loss of UPCL
as 44.32% and 25.09% respectively for the FY 20023 and 200910 and thus, UPCL has reduced
19.23% distribution loss in a period of only 7 years. The distribution loss reduction trajectory is on
higher side and accordingly the Commission has been requested b determine the tariff considering
the distribution loss level of 18% in FY 2012-13. In case distribution losses are approved less than

18%, company will face financial crunch affecting its operations adversely.

The Petitioner further mentioned that the di stribution losses for the FY 201213 have been

kept at minimum level and submitted as follows in this regard:

(&) UPCL has proposed loss level of 18% for FY 201213 as against actual loss level of 21.61% in
FY 201011 by having a loss reduction target of 2% in FY 201212 and 1.61% in FY 201A3.

108 Uttarakhand Electricity Regulatory Commission



3. Stakeholders® Response

(b) UPCL is making regular efforts to reduce the line loss and to achieve loss levels as approved
by the the Commission. In order to reduce non-technical losses, UPCL has taken several
steps like regularization of unauthor ized connections / load, bringing un -ledgerised
consumers to the billing fold, replacement of defective meters, ensuring accurate and

complete meter reading and billing.

(c) Intra-State Transmission Losses have been considered @ 2.5% on the basis of trend thie

same during the current financial year.

The Petitioner further submitted that presently, the segregation of technical and commercial
distribution losses is not available with UPCL. UPCL had conducted a study in the matter and as
per the results of this study, the technical distribution losses were 14% in FY 200910. On the basis
of satisfactory level of distribution technical loss of Company, the Commission in its Tariff Order
for FY 2012112 has not given any distribution technical loss reduction target to UPCL. Further, the
commercial losses are also distribution losses and it is not correct to say that these losses should not

be considered while determining the tariff.
In order to curb theft of energy, the following measures have been taken up by UPCL:

(a) Vigilance Raids are being conducted and cases are being registered under Sections 126 and
135 of Electricity Act., 2003. Legal proceedings are being initiated against the person(s) who

is found indulging in theft of electricity.
(b) Mechanical meters are beirg replaced by electronic meters.

(c) New connections are being released by installing meters outside the premises of the

consumers.

(d) Meters installed on the connections of existing consumers are being shifted outside the

premises of the consumers.
(e) Automatic met er reading of high value consumers has been started.
(f) 3 phase, 3 wire meters are being replaced by 3 phase, 4 wire meters.

The Petitioner further submitted that their AT&C losses are very near to the National
Average of AT&C losses. The AT&C losses of UPCLfor FY 201011 were 27.44% as against National
Average of 25.68%.
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As regards the contention raised regarding involvement of officials in power theft, the
Petitioner submitted that there is a provision for the strict disciplinary action against the

employees/officials involved in power thetft.

With regards to the insulated cables, the Petitioner submitted that it is very expensive to
convert all the L.T. lines into insulated cables. Therefore, it is proposed to install insulated cables in

high -theft prone areas.
3.13 Long-Term Demand Forecasting

3.13.1St akehol derds Comment

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that UPCL
should undertake study for its long term demand forecasting and then enter into long term PPA to

purchase power instead of short term measures which are not really successtil.
3.132Peti tionerds Response

The Petitioner submitted that they are in process to forecast the demand of electricity in the
State of Uttarakhand for the ensuing 10 years. This forecasting is being done with the help of
consultants who are expert in the field. On completion of the process, action shall be taken for

procurement of power on long term basis and short term basis.
3.14 Components of ARR and Revenue

3.14.1 Power Purchase Cost
31411St akehol derds Comment

Shri Pramod Singh Tomar, Director, Galwalia Ispat Udyog Ltd. sub mitted that the power
purchase rate considered by UPCL to the extent of Rs. 6.74/kWh is not correct as the maximum rate
in the Northern Grid comes to Rs. 3.00/kWh in open market. UPCL is advised to plan their power
demand and supply in advance so that power purchase on higher rates should be avoided. Shri
Pankaj Gupta, President, Industries Association of Uttarakhand submitted that since UPCL is
envisaging maximum increase in the demand for industries due to upcoming industries in
Uttarakhand, supply to Ind ustrial consumers involves minimum line losses and therefore loss

target for FY 201213 should be much lower than the earlier years. If this is factored, the power
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requirement would be on lower side than that projected by UPCL and the power purchase cost w ill

reduce accordingly.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. submitted that the proposal
of increase in power purchase cost from Ul over drawl and purchases from the open market from
16% in FY 201011 to 35% in FY 201213, signifies a complete lack of planning on part of UPCL.
Adding to that, , the rate of this increased short term power purchase has been assumed to be Rs.
4.82 per unit at State boundary (4.63 per unit at NR periphery), which is 10% higher than the rate at
which power has been purchased through tendering process in FY 201112, for which no
justification is given. Therefore, it is submitted that the increase of 10% in rate of short term power
purchase should be disallowed as it is unjustifiable and is burdening consu mer s due t o

inefficiency in power purchase planning.

He further submitted that the Commission should consider CERC (Model Tariff Regulation)
to guide the Petitioner to carry out a better power procurement planning in short, medium and long
run, which is extremely important to avoid short -term/Ul purchases and for reducing the total

power purchase cost.

Northern Railways submitted that there is an increase of 18.8% in average cost of power
purchase. It has been mentioned in the ARR that the revenuegap of Rs. 1835.28 crore is primarily
due to increase in power purchase cost and to cover this gap, 46% tariff hike has been proposed,
which is illogical. Therefore, increase in tariff should be commensurate with increase in power

purchase cost, which is not the case.

Shri V.V. Joshi, AGM, Tata Motors Ltd. has submitted a detailed working on power
availability to UPCL from various sources, i.e. UIVNL, NTPC and NHPC Stations and submitted
that there is no need to purchase costly power from Traders, as envisaged by the Petitioner and an
amount of Rs. 1122.59 Crore on account of trading power can be avoided from the power purchase

cost and hence the ARR.
31412Pet i ti onerds Response

UPCL submitted that the projected availability of electricity vis -a-vis projected demand of
electricity in FY 2012-13 is short by 2327.12 MU. This deficit is about 20% of the demand and has

been proposed to be procured at a rate of Rs. 4.82/kWh from the open market/overdrawal from the
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grid through unscheduled interchanges. This rate is based on power purchase prices offered by the
generators during the current year. Further, the average power purchase cost of UPCL excluding
this power of 2327.12 MU is Rs. 2.26/kWh, which is less than the average power purchase cost of
Rs. 2.33/kWh approved by the Commission for FY 2011-12.

It is also worthwhile to mention here that during deficit situations, UPCL buys power from
the Grid through Ul mechanism and the rate of this power is upto Rs. 8.60/kWh. After

incorporating the losses, this rate becomesmore than Rs. 10/kWh.

Regarding the queries on power requirement made, UPCL submitted that presently, there is

no surplus power and it has not written anywhere about the same.

UPCL further added that there is shortage of power throughout India. As per r eport
published in the magazine O6Power Line of September,
9% during FY 201011 in the country. To meet the demand during the deficit situation over and
above availability of power from firm sources, UPCL is req uired to buy power from open market
and the prices of the commodity (Electricity) in deficit situation are determined predominantly by
the seller. Accordingly, marginal cost of demand met over and above the availability of electricity
from firm sources is always higher than the average power purchase cost available from the firm
sources in deficit situation. Further, UPCL submitted that they are also in process to procure power

on long term basis as per the guidelines issued by Ministry of Power, Government of India.

As regards the contention raised regarding low purchase from NHPC/NTPC stations, the
Petitioner submitted that Station -wise projection of availability of power has been made on the basis
of availability trend during previous years. UPCL further submitted that its projections of power
availability from various firm sources is realistic considering the actual power purchase from these

sources for the period of April, 2011 to January, 2012.
3.14.2 Rate of Free Power
31421St akehol dersd Comment

Shri S.S. Anand d M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri R.K. Gupta, General Manager, Gujarat Ambuja Exports Ltd. and
Shri Darbara Singh, President of Kumaun Garhwal Chambers of Commerce and Industry,

Uttarakhand submitted that in the Tariff Order dated October 23, 2009 the Commission has adopted
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approach for pricing of 12% free power available to Government of Uttarakhand (G OU) and
considered its rate equivalent average power purchase rate for purchase from all other sources
(except free energy). UPCL has considered the s
the current ARR and arrived at the rate of Rs. 2.10/kWh for FY 201112 and @ Rs. 2.197/kWh for FY
201213. In this regard, it is submitted that the free power available to GOU is only from Hydro
stations of Dhauligan ga and Tanakpur HPP of NHPC, Tehri-l and Koteshwar of THDC and Vishnu
Prayag of Jai Prakash, wheras, the approach adopted by the Commission in working out of its
price includes the cost of thermal power, which is costlier than hydro power. To determine the price
of free power available from hydro source, it is not reasonable to bench mark it with the cost of
power from sources including thermal station. If at all such a bench marking is to be made, it
should be done with reference to power purchase cost from Hydro stations of CPSU/UJVNL.
Further it is suggested that, the best and logical approach would be to price free power from each
such generating station on the priced power made available by the concerned generation station to
UPCL. Further it is submitted that the free power available to GOU belongs to the consumers of the
State and it should be available free to the licensee so that its benefit is passed on to the consumers

of the State.

3.1422Petiti onerds Response

The Petitioner submitted that this matter regarding the availability of 12% free power to the

licenseemay be taken up with the Government of Uttarakhand.
3.14.3 O&M Expenses
31431St akehol derds Comment

Shri Pramod Singh Tomar, Director, Galwalia Ispat Udyog Ltd., Shri S.S. Anand of M/s
Greenply Industries Limited, Shri Suresh Kumar, President (Works) of Laopala RG Ltd., Sitargan;,
Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. and Shri Darbara Singh, President of
Kumaun Garhwal Chambers of Commerce and Industry, Uttarakhand submitted that the Petitioner
has projected huge increase in O&M expenses over tle expenses approved in last Tariff Order. The
reasonable expenses should be allowed in ARR after thorough validation and scrutiny by the

Commission.
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Shri Shanti Prasad Bhatt (Kendriya Mahamantri, Uttarakhand Kranti Dal) submitted that in
order to save unnecessary expenditure, UPCL should cancel landline phone connections of the
employees, already provided with mobile phones, and the expenditure so incurred should be
reduced from salaries of such employees.He further submitted that there should be the recor d of
employees absent due to involvement in demonstration, strikes, rallies, relegation, etc and

accordingly their salaries should be deducted.

Shri Yogendra Singh Rathi, editor of Dainik Unnati Times and President of Bharat Nirman
Trust, Dehradun furthe r submitted that UPCL provides rented vehicles to its employees, who are

not eligible for the facility. This results in substantial increase in O&M expenses.
3.1432Petiti onerds Response

The Petitioner submitted that O&M expenses for FY 201213 have been projeced on the
basis of actuals for FY 201611 by applying the norms as specified by the Commission in
Regulations/Orders. Further, UPCL in its ARR Petition has submitted all the relevant data to the

Commission in support of the claim.

With regards to the mobil e facility, the Petitioner submitted that the mobile/landline

telephone facility is provided to the officers/employees on the basis of work load of UPCL.

As regards the contention raised regarding the employees misusing the rented vehicles and
those involved in scams & rallies/protest/strikes/demonstration, etc., the Petitioner submitted that

action is taken as per the prevailing Rules and Regulations of UPCL.
3.14.4 Capital Cost of Original Assets and Depreciation
31441St akehol derds Comment

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri Darbara Singh, President of Kumaun Garhwal Chambers of
Commerce and Industry, Uttarakhand and Shri Pankaj Gupta, President, Industries Association of
Uttarakhand submitted that, ignoring the Commissior
UPCL has again claimed depreciation based on opening value of GFA as Rs. 1058.18 crore as on
09.11.2001. As there seems to be no fresh input or addition from UWPCL in this ARR, therefore, it is

suggested that the Commission should approve the depreciation on the capital cost of original
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assets and further additional capitalisation based on the approach adopted by the Commission in its

earlier Orders.
3.1442Pet i t iRegpansed s

The Petitioner submitted that in its ARR & Tariff Petition it has considered the value of
Gross Fixed Assets (GFA) as on November 08, 2001 at Rs. 508 crore i.e. the value as recognized by
the Commission in Tariff Orders issued from time to time. Depreciation has also been claimed on
this value. UPCL further requested the Commission to consider the actual value of GFA as on
November 08, 2001 on finalization of Transfer Scheme and to allow depreciation accordingly on this
final value of GFA. Further, detailed computation of depreciation has been provided to the

Commission.

The Petitioner further added that UPCL has approached the Government of Uttarakhand for
early finalization of Transfer Scheme. GoU has indicated during discussion that the Transfer
Scheme shall be approved very soon. On finalization of Transfer Scheme by GoU, the Commission
will be requested to approve the claims of UPCL on the values of this final Transfer Scheme.

Further, any disallowance of actual capitalization will adversely af fect the financial health of UPCL.

The Petitioner further submitted that as per direction of the Commission, UPCL had
awarded the work of preparation of fixed assets register to a consultant firm. The consultant firm
submitted its report preparing the fixe d assets register of UPCL for the period from November 9,
2001 to March 31, 2006. A copy of report has
the work of preparation of fixed assets register for the period from April 1, 2006 to March 31, 2010

has been awarded in the month of December 2011 to the same consultant firm.
3.14.5 Provision for Bad and Doubtful Debts
3.1451St akehol derds Comment

M/s Asahi India Glass Ltd., Roorkee submitted that provision of bad and doubtful debts has

been projected to the tune ofapprox. Rs. 825Crore which is very high.

Shri Pankaj Gupta, President, Industries Association of Uttarakhand, referring to the
relevant sections of the UPCL Petition, submitted that UPCL is trying to move in its own direction
without taking in considerat ion the observations of the Commission on bad and doubtful debts. It is

common practice to take utmost care to realise the money due from its consumers and nowhere a
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provision as a percentage is allowed for bad debts. Therefore, the earlier stand taken by the
Commi ssion should hold good for this year also and
of Rs. 824.87 crore towards bad debts for the FY 20123 and similar high amounts in the true up for

past periods.

Shri Pramod Singh Tomar, Director, Galwalia Ispat Udyog Ltd. submitted that UPCL has
not yet complied with the direction of the Commission to frame guidelines and procedures for
identifying, physically verifying and writing off the bad debts and also fixing responsibility of its

employees in this regard.

Shri N. Ram Mohan, Vice President, Polyplex Corporation Ltd. further submitted that Rs.
824.87 crore of bad & doubtful debts constitute about 16.5% of the total net ARR of Rs. 4990.63 crore
claimed by the licensee for FY 201213. He submitted that half of the tariff hike i.e. 23%
(824.87/1649.77= 50%) of the proposed total hike of 46% is due to consideration of bad & doubtful
debt in the ARR.

Shri Mukesh Tyagi, Managing Director, M/s. BST Textile Mills Pvt. Ltd., Rudrapur,
submitted that the list of bad debts or non-recoverable debts should be enclosed with the ARR. The
major defaulters should be identified and strong actions be taken against them to minimize the bad
debts. The provisioning of bad debts should not be allowed as it will le gitimize the bad debts year

on year automatically.

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj submitted that UPCL has been allowed a total provision of Rs. 520.31
crore against bad and doubtful debts upto FY 2011-12, but the quantum of debts written off from
the books has not been disclosed by the licensee in any ARR so far. Apparently, UPCL has been
continuously claiming the provision for bad and doubtful debts in its ARRs as a % of revenue billed
to inflate its expenses without actually writing off the bad debts from its books in complete
disregard to the directions of the Commission. It is further suggested that the Commission should
not allow any provision in the ARR for the FY 201112 and subsequent years until the already

existing provision is utilized, exhausted and reported by the UPCL in a transparent manner.
3.1452Petiti onerds Response

As regards the issue of providing list of bad debts, the Petitioner submitted that there is no

provision in the Regulations to enclose the list of bad debts with the ARR Petition. However, UPCL

116 Uttarakhand Electricity Regulatory Commission



3. Stakeholders® Response

provides the list of various defaulters in its website and also provides the required information to
the Commission. The Petitioner further submitted that de tailed justification has been given in the

ARR & Tariff Petition in support of the claim for provision for bad and doubtful debts.
3.14.6 Interest on Working Capital
3.146.1St akehol derds Comment

Shri Pramod Singh Tomar, Director, Galwalia Ispat Udyog Ltd. submitted that the

Commission should not approve huge interest on account of interest on working capital .
3.146.2Pet i ti onerds Response

The Petitioner submitted that the Interest on Working Capital for FY 20 12-13 have been

projected by applying the norms as specified by the Commission in Regulations/Orders.
3.14.7 Return on Equity
31471St akehol dersd Comment

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd., Shri N. Ram
Mohan, Vice President, Polyplex Corporation Ltd. and Shri Darbara Singh, President of Kumaun
Garhwal Chambers of Commerce and Industry, Uttarakhand submitted that the UPCL has claimed
14%return on equity of Rs. 577 crore for the FY 201112 and FY 201213, as against actual equity of
Rs. 53.33 crore considered by the Commission in its last tariff order dated May 24, 2011. As per the
transfer scheme agreed between the Petitioner Company and U.P. Power Corporation Limited
(UPPCL), a liability of Rs. 572 crore was transferred to UPCL against the power purchase dues of
UPPCL towards Central Power Sector Utilities. The said liability of Rs. 572 Crore was taken over by
GoU by issuing the power bonds and subsequently converted into share capital of the Petitioner
vide Order No 258/1(2)/2010 -05/81/2006, dated 09-02-2010. Accordingly, the Petitioner has been
requesting since the last ARR proceedings to allow return on equity @ 14% on this amount of F.
572 Crore. I't is further submitted that as per
572 crore has not been invested in creation of capital assets, therefore, UPCL is not entitled to ROE
on this amount. Moreover, the Commission has observed in the last Tariff Order that it has already
considered all the means of finance including equity for the approved assets base.. The position in

this regard has not changed since issue of the last Tariff Order. Therefore, it is suggested that this
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additi onal equity of Rs. 572 crore should not be considered for ROE in the ARR for FY 201412 and
FY 201213 and financial equity base of Rs. 53.33 crore should be considered for allowing ROE.

31472Pet i ti onerds Response

In reply, the Petitioner has submitted that t he UPCL acquired the fixed assets worth Rs.
1058.18 crore and capital workin-progress worth Rs. 73.48 crore as on November 8, 2001 through
transfer scheme as agreed between UPPCL and the Petitioner company. As against these assets,
UERC recognized only Rs. 508 crore as opening value of gross fixed assets of UPCL as on
November 8, 2001. The difference of capital assets ofs.1058.18Rs.73.48 =Rs.1131.66 crore) and
Rs. 508 crore isRs623.66 crore, which is financed through the amount of share capital of Rs. 572

crore. On the basis of this, claim has been made on return on equity of Rs. 572.00+5.00 crore.
3.14.8 Miscellaneous Charges from Customers
3.1481St akehol derds Comment

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that UPCL
has shown receipts of Rs. 130.51 crore in Truaip for the year 2009-10 and Rs. 132.52 crore in True
up for the year 2010-11 from receipt of miscellaneous charges. However, UPCL has not clarified the
nature of these charges. Further, UPCL has also not projeted such receipts in the year 201213.
3.1482Pet i ti onerds Response

The Petitioner has not responded to the objection.
3.14.9 Cess on UJVNL Generation
3.1491St akehol der6s Comment

Shri Pawan Agarwal, Vice President, Uttarakhand Steel Manufacturers Association
submitted that the Government charges a cess of 40 to 50 Paise per kWh for the power sourced from
UJVNL. This cess amount is charged so that the the amount collected is utilized in the power
development of the State. He further requested the Commission that the cess amount should be

adjusted in the ARR for FY 201213.
3.1492Pet i ti onerds Response

The Petitioner has not responded to the objection.
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3.14.10 Carrying cost of Deficit
3.1410.5t akeholmmemds Co

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj and Shri Darbara Singh, President of Kumaun Garhwal Chambers of
Commerce and Industry, Uttarakhand submitted that UPCL has sought for amount of 86.62 crore
towards carrying cost deficit @14.75% on deficits for FY 201611 to FY 201213. It is further
submitted that, if the truing up is allowed as
Order, there will be no increase in deficit and question of carrying cost of Rs. 86.62 crore would not

arise. Therefore, the carrying cost of Rs. 86.62 crore should not be allowed by the Commission.
3.1410P et i ti onerds Response

The Petitioner submitted that all expenses have been claimed on the bags of actuals of the
same as reflected in the annual accounts of the company, norms specified in the Regulations and
general fundamentals of costing. Therefore, the deficit claimed by UPCL should be approved with

the carrying cost as claimed in the Petition.
3.14.11 Non-Accounting of Revenue
314111t akehol der 6s Comment

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri R.K. Gupta, General Manager, Gujarat Ambuja Exports Ltd. and
Shri Darbara Singh, President of Kumaun Garhwal Chambers of Commerce and Industry,
Uttarakhand submitted that the Commission had imposed restrictions for usage of electricity
during restricted hours by industries not opting for continuous supply during the period June 2009
to July 2009 and January 2010 to March 2011. During FY 20112, UPCL has sent penalty bills to the
industries for violations, however, revenue from such penalty bills has not been accounted in the
ARR for FY 201%212. Similarly, the industries opting for co ntinuous supply had to pay additional
15% on energy charges during FY 201112. Such penalty and extra charges are an integral part of
revenue of UPCL and needs to be considered by the Commission in the ARR for FY 201112.
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31411.Pet i ti onerds Response

As regards the contention raised by Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd., the
Petitioner submitted that Revenue from continuous supply surcharge has been considered in the
revenue side of the ARR Petition. Format-31 (Pagel58) of the Petition may be referred in the
matter. Further, the amount of penalty is accounted for at the time of realization of the same. This
practice is consistently followed by UPCL and, therefore, it is not logical to consider the amount of

penalty as revenue which is not collected.
3.14.12 Total ARR Projection
3141235t akehol der s Comment

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd. and Shri Darbara
Singh, President of Kumaun Garhwal Chambers of Commerce and Industry, Uttarakhand
submitted that considerable amount of over estimation/projection in almost all heads of expenses
has been made by UPCL, which is summarised as under:

Table 3.5: Summary Table of Excess Claims in ARR
Excess Claimed in ARR

Sl Particulars FY 201112 Fy 201213 Remarks/Reasons
No. (Estimated) (Projected)
Rs. crore Rs. crore

Power Purchases Due to considering higher losses and unrealjstic

1 Cost 126.00 177.00 growth on RTS-7 Industry category for working
out power purchase cost

Due to overestimation of interest and financing

2 |O&M Expenses 35.00 34.00
charges
Due to excess claiming ofdepreciation against
3 | Depreciation 33.00 36.00| the logic/Order of UERC in the previous Tariff
Order
Bad & Doubtful Due to making claims against express
4 Debts 8.71 824.81 disallowance by UERC in the last Tariff Order

Due to express disallowance of additional
equity of Rs. 572 crore by UERC in the last two
Tariff Orders dated April 10, 2010 for FY 2010
11 and dated May 24, 2011 for FY 201112

Due to over estimation of expenses in true up

5 | Return on Equity 73.31 73.31

Carrying Cost on

6 L - 86.62| against the logic/Order of UERC in the last
deficits .
Tariff Order
Total 346.02 1231.78 G. Total 0 Rs. 1577.80 crore
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It is further submitted that UPCL has considered a claim of Rs. 1649.79 crore for recovery
through hike in tariff in FY 2012 -13. If the excess claims of Rs. 1577.80 (akown in the above table)
is deducted from the revenue gap of Rs. 1649.79 core, the revenue gap of only Rs. 72 crore will
remain to be recovered through tariff hike for FY 2012-13. This will necessitate only marginal hike
of about 2% in the existing tariffs as against 46.36% proposed by UPCL across all categories of

consumers in its proposal.
31412P et i ti oner s Response

The Petitioner submitted that all the details in respect of claims made have been provided in
the ARR Petition by UPCL. The Commission has been lequested to kindly examine the claims of

UPCL and thereafter approve the tariff to be charged from the consumers.
3.15 Truing -up for Past Years
3.151St akehol derds Comment

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that UPCL
has not provided clear explanation for variance of its expenses while claiming truing up of expenses
as against approved by the Commission. He submitted that in this time of transparency, it is
important the government utilities must also be transparent. If the actual expenses are more than
that approved by the Commission then the same needs to be clearly explained otherwise licensee
will be running its operation in losses and this will not be good for anyone in the long run. UPCL
must therefore give better explanations for such variance. He further submitted that Ul overdrawal
and open market purchase are being resorted to without proper sanction from the Commission and
such extra expenses are being claimed without any clear explanation of resorting to such high cost

power.

Shri S.S. Anand of M/s Greenply Industries Limited, Shri Suresh Kumar, President (Works)
of Laopala RG Ltd., Sitarganj, Shri Pukhraj Kushwaha of M/s Khatema Fibers Ltd. and Shri Darbara
Singh, President of Kumaun Garhwal Chambers of Commerce and Industry, Uttarakhand
submitted that the increase in depreciation, provision for bad and doubtful debts and return on
equity in truing up exercise are against the Commission observations/reasoning in the last Tariff
Order. They further submitted that th e truing up should be allowed only on the basis of audited

data.
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3.152Peti tionerds Response

The Petitioner submitted that the details of truing up have been provided in accordance with
the provisions of regulations issued by the UERC. Moreover, detailed justification has been given in
support of claims under each and every head of expenses.Further, all details of actual expenses and
revenues for the FY 200910 & FY 201011 including justifications of the same have been provided in
the ARR & Tariff Petition of UPCL. All other information/justifications are also being provided in
the matter to the Commission as and when required by them as per their direction. In the absence of
Audited Accounts, truing up is claimed on the basis of Provisional Accounts and, thereafter, on the
basis of Audited Accounts on completion of the Audit of the Accounts which is as per Regulations

issued by the UERC.
3.16 Government Subsidy
3.16.1St akehol derds Comment

Northern Railways submitted that the cumulative revenue gap of Rs. 1835.28 crore
estimated by UPCL should be supported by Govt. subsidy and tariffs of genuine consumers like

Railways should not be hiked to cover the gap.
3.16.2Peti ti onerds Response

UPCL submitted that the matter of providing subsidy is under the purview of State
Government. UPCL has proposed increase in existing tariff to generate as much revenue sufficient

to meet the Annual Revenue Requirement for the FY 201213.
3.17 Open Access

3171St akehol derds Comment

Shri N. Ram Mohan, Vice President, Polyplex Corporation Lt d. submitted that in the world
of globalization industries, the trend in increasing industrial tariff in the State shall leave no option
for the industrial consumers of Uttarakhand to look for options in other States through open access.
He further submitt ed that as per M/o Law & Justice opinion on operationalization of open access in
power sector by the Ministry of Power, wherein, all the 1 MW and above consumers are deemed to
be open access consumers and that the regulator has no jurisdiction over fixingthe energy charges

for them. In one of the cases considered, it is envisaged that once consumer above 1 MW starts
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procuring power through open access, the cost of power purchase shall come down and average
revenue realisation of the utility may improve. Fu rther, open accessshall also be beneficial for the
HT consumers as they shall enter into long term arrangement for power supply and the
complexities of number of charges/penalties levied on such consumers may be avoided. In such a
scenario, UPCL is going to face serious competition from other power suppliers as the industrial
consumers may enter into long term contracts under open access regime with such generators at
lower rate by paying transmission and wheeling charges. With the prevailing environment i n
power sector promoting competition through open access, the Commission is requested to provide
the necessary facilitation to avail open access with respect to commercial arrangements regarding
agreement with supplier, billing, collection etc. Power procu rement by HT consumers through open
access shall remove difficulties for distribution licensee by reducing the peak demand and hence the

power purchase during peak hours.

It is further submitted that in the State of Uttarakhand, the wheeling and cross subs idy
charges, determined for the Open access consumers are on the higher side, which increases the cost
of power procurement for the consumer. By leving higher charges for open access, the State is

actually discouraging open access.

Facilitation of open access is urgently needed keeping in view the increasing power
purchase cost. As more and more consumers opt for open access, the State shall also get benefited,
as will have to reduce less power during peak hours. Therefore, the Commission is requested to
determine the cost to serve of each category and subsequently determine wheeling and cross

subsidy surcharge based on the same.
3172Pet i ti onerds Response

The Petitioner submitted that open access is being provided to the consumers by UPCL as
per the provisions of Regulations issued by the Commission. Tariff for the consumers including

open access consumers should be determined as per the provisions of Electricity Act, 2003.
3.18 Rebate/Incentives for Timely Payments

3.181St akehol derds Comment

Ms. Rashmi Agarwal of Kaship ur submitted that the rebate for timely payments should be

introduced which will encourage consumers to pay their electricity bills honestly.
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Shri S.S. Anand of M/s Greenply Industries Limited and Shri Darbara Singh (President,
Kumaun Garhwal Chamber of C ommerce & Industry, Uttarakhand) submitted that UPCL has
proposed to introduce a rebate of 10 Paise/Unit for timely payment of the bills by the consumers of
RTS2, RTSD2 and RTS7 (LT Industry) categories on a selective basis, which is against natural
justice. UPCL has pleaded that the consumers of these categories do not deposit their bills within
due date, due to which there is increase in their arrears regularly, thereby implying that, poor
recovery from these selective categories is considered for rewad and this is fallacious. Therefore, it

is suggested that the rebate should be extended to all categories of the consumers.

Shri K.G. Behl, Brig. (Retd.), President, All India Consumers Council, Uttarakhand
submitted that a number of cases are pending aganst consumers or other state corporations, where
lot of funds are due to UPCL. Those cases are lingering on and the amounts are mounting to interest
every year, which is unlikely to be recovered. In this regard, he suggested that if such cases are
resolved on the basis of actuals leaving aside interest portion, then lot of funds can be recovered
and interest thereon saved. This will give relief to the consumers without increasing rates. He
further suggested that arrears in revenue should be effectively realized and these should not be
allowed to mount further as these are increasing every year. All cases of pending arrears, where
huge amounts are involved, should be put up before Consumer Grievance Forums to settle and

make recoveries.

Shri Brijesh Bhatt of New Tehri, Tehri Garhwal has suggested that the surcharge of
minimum 2% per month should be charged for bill payment after due date. In case a consumer does
not pays bill in 2 years, then his total bill shall also include the surcharge before 1 year and the

surcharge should be charged thereon. This will force the consumers for the timely bill payment.

Shri Sanjay Kumar Agarwal (President, Shri Karuna Jan Kalyan Samiti, Almora) submitted
that there should be an incentive of 10% for timely payment within 15 days and 5% for timely

payment within 30 days.

Northern Railways submitted that railways are the best paymaster and have never defaulted
in payment of energy bills. Therefore, UPCL should provide incentives to Railways towards timely
payments. Such practices are being adopted now-a-days to encourage the consumers for making

timely payments voluntarily.
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3.182Pet i tionerds Response

UPCL submitted that timely payment rebate for the domestic, snow -bound and LT industry
categories has been proposed keeping inview the behavior of consumers of these categories who
are not turning up in desired numbers to deposit their electricity bills within due date and being
large in numbers of such consumers, there is problem in disconnection of the consumers of these

categaries.

UPCL further submitted that in case timely payment rebate is introduced for HT category,
the composite rate of electricity will be required to be increased by the corresponding amount of
rebate allowed. With regards to the government departments, th e Petitioner submitted that they are
continuously trying to realize the payments from government departments in time. UPCL further

submitted that it is taking the following steps to recover its revenue arrears:

(a) The electricity connections of the consumers, who are not paying their electricity

dues, are being disconnected.

(b) Recovery proceedings are being initiated under the provisions of U.P. Government

Electrical Undertakings (Dues Recovery) Act, 1958.

(© Request has been made to the Government of Uttarakhandto pay the arrear amount

outstanding against Jal Nigam, Jal Sansthan & Nagar Nigams.

As per the provisions of Electricity Act, 2003 and Regulations issued by the Commission in
the matter, it is only consumer / complainant who can represent his case before the Forum for
Redressal of Grievances. Distribution licensee is not allowed to represent its case against the

consumers before such Forums.

As regards allowing surcharge on bill payment after due date, UPCL submitted that the
Commission may take a view on the suggestion after taking views of all the stakeholders in the

matter.
3.19 Meter Rent

3.19.1St akehol derds Comment

Shri S.S. Anand of M/s Greenply Industries Limited, and Shri Darbara Singh (President,
Kumaun Garhwal Chamber of Commerce & Industry, Uttarakhand) su bmitted that UPCL has
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proposed to recover cost of meter from new consumers and meter rent for the meter owned by

UPCL and installed at old connections. The Commission, in its very first Tariff Order, had abolished

meter rent on the ground that cost of meter is allowed to the licensee as a capital expenditure. In

accordance with the UERC (Electricity Supply Code) Regulations, 2007, UPCL is responsible for
providing approved type of meters at consumero0s <cCcoOl
meter or its rent can be charged from the consumers. The justification given by UPCL that there is a

delay in releasing connection on account of procedural delay in arrangement of meter on its part

and hence a new consumer should be made to pay the cost of the neter and old consumer should

be made to pay monthly meter rent for the meter installed at their premises is unacceptable.

Shri Manmohan Kansal (President of the Dakpathar Vyapar Mandal of Dehradun), Shri
Pukhraj Kushwaha of M/s Khatema Fibers Ltd., Shri Sanjay Kumar Agarwal (President, Shri
Karuna Jan Kalyan Samiti, AlImora) and Shri Pankaj Gupta, President, Industries Association of
Uttarakhand submitted that the proposal of charging cost of meter at the time of release of new
connection and meter rent is not acceptable as this is against the tariff rationalization measures.
Further, as per provisions of the Electricity Supply Code, UPCL is responsible for providing
approved type of meter at consumerds connecocitsi on at

rent can be charged from the consumers.
3.19.2Peti tionerds Response

UPCL submitted that the proposal for recovery of cost of meter and meter rent from the
consumers is fully as per provisions of law and the relevant legal provisions along with justificati on

have been mentioned in detail in the ARR Petition at para 10.12 to 10.19
3.20 Defective Meters

3.201St akehol derds Comment

Shri Manmohan Kansal (President of the Dakpathar Vyapar Mandal of Dehradun)
submitted that there are about 1 lakh defective electric meters resulting into the improper
realization. Shri Yogendra Singh Rathi, editor of Dainik Unnati Times and President of Bharat
Nirman Trust, Dehradun further submitted that fictitious meters/connections should be removed.

There should be metering at all the offices of UPCL.
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Shri Dharmanand Joshi (Member of Nagar Panchayat, Bhimtal) submitted that no steps are

taken to replace the defective meters installed in households under kutir jyoti.
3.202Peti tionerds Response

The Petitioner submitted that at the end of November 2011, there were total 187,271
defective meters. Of this, 1 lakh meters in FY 201213 and 87,271 meters in FY 20134 are proposed
to be replaced. In addition to this, the meters defected after November 2011 are also to be replaced.
The Petitioner further submitted that they are committed and putting their best effort possible for

metering all the electricity connections. All new connections are being released with meters only.
3.21 CDM Project

3.211St akehol derds Comment

Shri Pankaj Gupta, President, M/s Industries Association of Uttarakhand submitted that
UPCL has been discussing the CDM project without making any progress in t his direction. It has
been further submitted that UPCL should move one step ahead in the technological development
and should take up LED lamps for replacing normal incandescent light, which would save good

amount of electricity for UPCL.
3.21.2Peti ti opamseds Res

The Petitioner submitted that the suggestion of consumer is welcomed and shall be

considered in due course of time.

3.22 KCC Data

3221St akehol derds Comment

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that UPCL
has done a godl job by compiling data in KCC cell. Though the compilation is excellent, it seems
that enough benefit is not being derived from scrutiny of this data. Industries Association of
Uttarakhand suggested that the Commission should set up one cell either in its own office or in
UPCLG® office for scrutiny of this data. Further, such cell should be independent and should not be
reporting to UPCL. The formation of this cell would help in proper diagnostics of ills and malafides

prevailing in UPCL at division level and would highlight the vital areas to be settled.
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3.222Petitionerds Response

UPCL submitted that they have targeted to cover all the industrial and non -domestic
consumers having load above 4 KW under KCC billing. The work is in process and shall be
completed by June 2012. Further, UPCL added that the MRI report and billing of the HT consumers
are being checked at Corporate Office on regular basis. Immediate corrective actions are being taken

on the irregularities found in the checking of the metering system an d billing of these consumers.
3.23 Quality of Power

323.1St akehol derds Comment

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that quality
of power is deteriorating with the passage of time and issues like Voltage variation amongst
different phases, low voltage, high voltage, frequent breakdowns etc. have become common
practice. He requested the Commission to give clear direction to UPCL for the improvement of

quality of power supplied to consumers.
3.232Peti tionerds Response

The Petitioner submitted that efforts are regularly made by UPCL for improvement in
guality of power. In this connection, it is worthwhile to mention here that the demand of electricity
has become about four times from the date of creation of State and UPCL is meeting he demand of

electricity to the satisfaction of the consumers.
3.24 Views of Advisory Committee

During the advisory Committee meeting held on March 20, 2012, the Members made the

foll owing suggestions on the Petitionerés Tariff Pr

e Members opined that the tariff increase of approx. 46% proposed by UPCL is too high
and if it is absolutely essential to increase the tariff, it should be limited to reasonable
level of around 5-7%. Members were of the view that tariff increase should be on
proportionate basis and not uniform across all consumer categories, as proposed by

UPCL, as poor consumers will not be able to bear the burden of increased tariff.

e Members have serious objections in respect of

Bad and Doubtful Debts. Members were of the view that the logic provided by UPCL for
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provisioning of bad debts is beyond comprehension and should not be allowed. It was
opined that collection of electricity dues is the responsibility of UPCL, and if UPCL
would have been efficient in collecting its
have arisen. Hence, the consumers should not be asked to bear the burden of

provisioning of bad and doubtful debts.

¢ Members opined that UPCL is incurring expenses every year in excess of the expenses
allowed by the Commission in its Tariff Orders and claiming the increas e in expenses
during truing up of expenses and revenue based on actual figures, without giving

appropriate justification for increase in the expenses.

e Members have expressed concern over UPCLGO®GS
exceeded the approved loss levels, despite a favourable mix of high proportion of HT
consumption in the State. Members suggested that UPCL should form a dedicated team
to exeaute the loss reduction plan and also form sub-division or division -wise costs

centres to increase its efficiency by closely monitoring each cost centres.

¢ Members were of the view that 15% growth rate in sales of HT and LT industry is over

optimistic and is not a realistic estimate and should be around 4-5%.

¢ Members were of the view that high tariff charged during morning & evening peak
hours are detrimental to industrial growth, particularly in hilly areas where, industries
do not operate during evening hou rs, and therefore, requested that special consideration

may be considered by the Commission to industries in hilly areas.

¢ Members were concerned on the increasing energy deficit in the State and asked for

steps to be taken for reducing this deficit.

¢ Members have also expressed theirdispleasure on the poor quality of supply, especially
in the Yamuna Valley and submitted that the problems related to low voltage, voltage

fluctuation and tripping are very frequent.

e Members have expressed doubts on successof he UPCLOs proposal 0
rebate on timely payment to certain consumer categories, because of inefficient bill

distribution system.
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325Commi ssionds Vi ews

The Commission has taken note of various suggestions/objections raised by Stakeholders
and appreciates the keen interest and participation of various stakeholders and for their feedback
provided to the Commission on various issues. The Commission is of the view that the foundation
stone of any meaningful regulation of utilities is to have an effe ctive platform for exchange of
operational and performance related information. The information exchange with the Ultilities
should be on a regular basis and throughout the year, rather than the interactions being limited to
year-end, i.e. at the time of filing of the Petition. The Commission has, therefore, given its
suggestions for improvement to overcome the shortcomings in their information systems and in

various processes.

The Commission has addressed the issues raised by the stakeholders on the aspectsf tariff
rationalization and category -wise tariffs such as increase in tariffs, fixed charges, Minimum
Consumption Guarantee charges, ToD Tariffs, Continuous Supply Surcharge, Reduction in Cross
Subsidy etc. in Chapter 7 (Tariff Rationalisation and Design) of the Order. Several respondents from
different consumer categories have opposed the increase in tariff proposed by the Petitioner and
submitted that the tariff increase should be reasonable. The Commission, while designing the
category-wise tariffs has considered the issues raised and attempted to strike a balance between the

interests of the consumers and the Licensee.

As regards the concerns raised by the respondents, relating to the truing up of expenses and
revenue for FY 200910 and FY 201011 and projections of expenses and ARR of the Petitioner for FY
201213 such as Power Purchase Cost, O&M expenses, capital related expenditure, NosTariff
Income, provision for bad debts, Interest on Working Capital, etc. the Commission has carried out
the detailed analysis of each element of expenses and Revenue as elaborated in Chapter 5 (Truing
up for FY 200910 & FY 201011) and Chapter 6 (Analysis of Annual Revenue Requirement for FY
201213) of the Order.

3.25.1 Public Process and Making available the informati on in Hindi

As regards the suggestions made by the stakeholders regarding publicity of the public
hearings, as mentioned in Chapter 1 of the Order, the Petition was provisionally admitted for public
process and the Commission directed UPCL to upload the detailed Petition and formats on its

website i n easy downl oadabl e f ormat . Further, t
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proposals were published on December 10 & 11, 2011lin leading newspapers and the public
hearings were held at various places. TheCommission also ensured wide publicity of the date of the

public hearings through print and electronic media.

The Commission, in this regard would like to state that it has taken all necessary steps to
publish notices both in English and Hindi language. However, the Commission would like to refer
to the UERC (Conduct of Business) Regulations, 2004 which specifies that the proceedings can be
conducted either in English or Hindi. The Commission would ensure, as far as possible, to conduct
proceedings of the Commission including Public Hearings in Hindi. The Commission would also
like to clarify that regulations of the Commission are published in both English and Hindi. Since
Tariff Orders of the Commission have to be widely circulated in all the States, Central Ministry and
their Departments, Planning Commission etc., therefore, Tariff Orders are issued in English.
However, the operative porizi Rate Sehédile isPalsd fdulslishedanr i f f
Hindi.

As regards the availability of information such as Annual Accounts of the Petitioner, the
Commission as detailed out in Chapter 1 has obtained comprehensive information from the

Petitioner for analyzing the ARR.
3.25.2 Implementat ion of MYT Framework

Regarding the issue of implementation of Multi -year tariff (MYT) framework, which as per
the Tariff Policy (TP) was to be implemented from April 1, 2006, could not be implemented till now
in the State, primarily due to lack of requisit e baseline data. The Commissionhas beenof the view
that in the absence of sound baseline data, it will not be appropriate to introduce Multi Year Tariff
regime. Further, the Commission intended to give sufficient time to the utilities to gear up before
introducing the MYT regime. The Commission, after a detailed deliberation with all the
stakeholders has notified the UERC (Terms and Conditions for Determination of Tariff)
Regulations, 2011 on December 19, 2011. These Regulations shall be applicable for @emination of
tariff under Multi Year Tariff Framework in all cases covered under these Regulations for the first
Control Period of three years from FY 201314, i.e. April 1, 2013 to March 31, 2016.

3.25.3 Information on Technical and Commercial Parameters

Regarding the issue of making available detailed information on Technical and Commercial
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Parameters of the Utilities in the Petition, it may be noted that the Commission along with the
recently issued UERC (Terms and Conditions for Determination of Tariff) Regulations, 2011, has
also specified formats to be submitted by the Utilities along with their Petitions to the Commission.
These formats comprehensively covers important technical and commercial information to be

submitted by the Petitioner as part of Business Plan and MYT Petition.
3.25.4 Compliance to the Directives of the Commission

As regards the contention raised by the objectors regarding the action taken by the Petitioner
on the directives of the Commission, it may be noted that the Commission obtain ed the details of
the same during the Technical Validation Session. Moreover, the Commission has included the
submission of the Petitioner on the action taken by it towards various directives and the

Commi ssionbs views on the same in Chapter 9 of the
3.25.5 Distribution Losses/Line Losses

As regards the concerns raised by the respondents relating to high distribution losses for FY
201213, the Commission has specified the loss reduction target as elaborated in Section 4
(Commi ssionds Appr 6 ¢walygis ofaAmmal Revesmye tRequirement for FY 2012
13) of the Order.

3.25.6 Sales Forecast

The Commission has duly scrutini sed and analysed the sales projected by the Petitioner and
has approved the category-wise sales based on past trends and considering theother factors

submitted by the Petitioner and other stakeholders as elaborated in Chapter 6 of the Order.
3.25.7 Recoveries of Electricity dues

The Commission agrees with the concern raised by the stakeholders /o bjectors regarding
electricity dues on various Government departments and private consumers. Various stakeholders
suggested that these dues should be recovered. The Commission has been consistently directing the
Petitioner to make concerted efforts for recovering its dues and improve its financial posi tion by
identifying such consumers and writing off dubious/non -existent or ghost consumers from its
records through a policy of writing off bad debts and initiating recovery of its dues from other
consumers. Further, as elaborated in Chapter 6 of the Order, the Commission in this Tariff Order is

not allowing provisions for bad and doubtful debts for FY 2012 -13 as proposed by the Petitioner.
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3.25.8 Minimum Load to Furnace

As regards the concern raised by the respondents to remove the condition of minimum
required load of 600 kVVA per ton capacity of furnace considering the advent of new technology, the
manufacturers now supply the furnaces with power load requirement of only 400 -425 kVA/ton
capacity, the Commission would like to clarify that the licensee may approac h the Commission

alongwith the proposal including the documentary evidence in this regard.
3.25.9 KCC Data

As regards the suggestion for detailed scrutiny of KCC data, the Commission would like to

clarify that the detailed analysis of KCC data is being done at Commi s si oné6s office o
3.25.10 Incentive for Reactive Power Management and Higher Power Factor

The Commission has already been providing for kVAh base d tariff for industries in its Tariff

Orders which covers the benefit of incentive as suggestedby the respondents.
3.25.11 Billable Demand

The Commission is of the view that the concept of billable demand was suitable when the
contracted load was linked to the connected load (i.e. the sum of name plate capacities of all
machinery, plants and appliances connected to the consumer installations). Now, as per the
Commi ssi onos HT Regul ations for New Connecti on,
demand as per his usage requirement irrespective of his connected load. With the MDI meters
installed, the Petitioner is also able to record the actual maximum demand. Further, for all other
consumer categories, the fixed/demand charges are levied on entire sanctioned load without any
cushion. Therefore, the Commission is of the view that billable demand should be close to the
contracted load as this will help in proper planning of the system demand. Further, the option is
always available with industrial consumers to reduce their contracted demand in accordance with
the Regulations of the Commission in this regard. As such Commission is continuing with the same
provision in this regard and has kept the billable demand as 80% of the contracted load or the actual

maximum demand whichever is higher.
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3.25.12 Rebate for Industries in Hilly Areas

Regarding, special consideration to industries in hilly areas, the Government of
Uttarakhand, had issued o0The Speci al I ntegrated 1| n
remote areas of Uttarakhanddé dated February 28, 2 0 (
to accelerate he pace of industrialisation in the State. The Scheme was applicable for 10 years from

April 1, 2008. The Scheme amongst other benefits provided as under:

oAl Il new industri al units engaged in manufactur.i
industrial enterprises engaged in the activities in service sector shall be entitled for 100

percent rebate or exemption on electric bill for

Thus, the GoU vide the above Policy has already extended a rebate of 100% of electricity bill

and, hence, the concern of the stakeholders have already been taken care of.

Issues not covered by the Commission in this Chapter have been dealt adequately in the

subsequent Chapters of this Tariff Order.
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4.1 General

It had been the approach of Commission to detail the principles and practices adopted by it
in determining the various elements of the ARR of UPCL in the previous Tariff Orders.
Accordingly, continuing with the past practice, the Commission has tried to ex plain its approach

towards determination of different components of the ARR under this Chapter.
4.2 Statutory Requirements

Section 64 of the Electricity Act, 2003, requires the licensees to file an application for
determination of tariff under section 62 in s uch manner and accompanied by such fee as may be
specified through regulations by the appropriate Commission. Section 61 of the Act further requires
appropriate  Commission to specify the terms and conditions for determination of tariff in
accordance with the provisions of the Act. The Act also provides that while framing regulations, the
Commission shall be guided by, among other things, the National Electricity Policy and the Tariff

Policy.

In the light of the above provisions of the Act, the Commission h as specified the
Uttarakhand Electricity Regulatory Commission (Terms & Conditions for Determination of
Distribution Tariff) Regulations, 2004 (hereinafter referred as Tariff Regulations, 2004), on May 14,
2004. The above regulations are valid till April 30, 2012. For the purposes of this Tariff Order,
therefore, the Commission shall be guided by the above regulations only, i.e. UERC (Terms &
Conditions for Determination of Distribution Tariff) Regulations, 2004. The different expense items
of the ARR as filed by the Petitioner for FY 2012-13 shall, accordingly, be analyzed in the light of

above Tariff Regulations under Chapter -6.

By and large, under the existing Regulations, the Commission had been following the cost
plus approach subject to specified operational norms wherein expenses are allowed to be recovered
through tariff, subject to prudence check by the Commission. The Commission shall follow the
same approach for this Tariff Order also, unless it comes across convincing reasons for doing

otherwise.
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4.3 Sales Forecast, Energy Losses and Power Purchase Requirement

4.3.1 Sales Forecast

Regulation 6 of UERC (Terms & Conditions for Determination of Distribution Tariff)

Regulations, 2004, specifies as under:

0(1) Sales forecast fconsumeritaegayse and ghall pecbased os the | |
past trend. Suitable adjustments shall be made to reflect the effect of known and measurable
changes with respect to number of consumers, the connected load and the energy consumption,

thereby removing angbnormality in the past data.
(2) Sales shall be forecast on monthly basis to properly capture the seasonality in demand.

(3) Sales forecast for unmetered will be validated with norms that may be approved for this purpose by

the Commi ssion from time to time. 6

Accordingly, for estimating and projecting the category -wise sales for FY 201112 and FY
201213 respectively, the Canmission has analyzed the past trends of consumption for different
category of consumers. For identifying the growth trend for different category of consumers, the
Commission first considered the actual re-casted sales data for different category of consuners up
to FY 201011. In doing so, the Commission has considered the recasted categorywise sales
reported by UPCL for FY 2010-11 and added to it the sales lost due to load shedding during FY
201011. However, in deviation to past practice, the Commission has not deducted any
dubious/spurious sale from the re -casted sales figures for FY 2014l1 submitted by UPCL, as while
carrying out truing up, the Commission normally allows actual power purchase to UPCL subject to

prudence check.

For projecting the category wise sales for FY 201213, the Commission further considered the
submissions made by the Petitioner in this regard and the growth rates derived based on actual
sales data for the past years. Wherever considered appropriate based on the ground reality , the
Commission has normalized the growth rate to realistically estimate the sales figures for a
particular category of consumers for the ensuing year. The Commission has first applied the growth
rates so derived on the actual recasted sales figures forFY 201011 to estimate the category wise
sales for FY 201112 and thereafter, applying the same growth rates on the estimated sales figures

for FY 201112, the Commission has derived the category wise sales figures for FY 201213, except in
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case of HT Industry. For HT Industry category, the Commission has applied a growth rate of 15%
on the actual sales figures for FY 201611 to estimate the sales for FY 20112, which is similar to the
approach adopted by the Petitoner in its Petition. However, for estimat ing the HT Industry sales
figures for FY 201213, the Commission has asummed the growth rate of 5%, in the light of the fact
that industrial package in the State has been already concluded in the year 2010 and hence, the
future growth of HT Industry consu mption will happen pre -dominantly from the existing set of HT
consumers only. A similar view has also been expressed by various HT Industries and Industry
Associations during the public hearing process that the growth rate of 15% projected for HT
Industry sales for FY 201213 by UPCL is on higher side and the expected growth rate will be

around 4-5%.

The Commission, has consciously not considered unrestricted sales for FY 201a11, for
projecting the sales for the ensuing years as UPCL during the last few years has been unable to meet
the demand of the State from the firm sources of power available with it and trading & short -term
arrangements. Also UPCL has not been able to validate overall quantum of laod shedding based on
category/area-wise load (MW) shed and actual duration of such load shedding on a daily basis in a
particular area/category. The Commission does not expect the supply position to improve as there
h a v e n 6 tanybgeneration capacity additions, within the State and any increased capacity
allocation from Central Government in the ensuing year, commensurate with the load growth.
Under the circumstances, it would be of no use to add the quantum of load shedding in the actual
sales figures to assess the unrestricted demand. Further, as th&€ommission normally considers the
actual power purchases of UPCL at the time of truing up , there is no adverse impact on the utility.
The detailed approach adopted by the Commission for projecting category -wise sales is further

discussed in detail under Chapter 6 of this Order.
4.3.2 Energy Loss

In its Petition for FY 2012-13, the Petitioner has again made detailed submissions on the
approach of the Commission towards setting the loss targets and requested the Commission to
review the loss targets set for different years. The Petitioner has estimated a loss level of 21.61% in
FY 201011 and has requested the Commission to revise the loss target for FY 20312 to 19.61% and
fix the loss target for FY 201213 at 18.00%.

In this regard, the Commission would like to refer to the MoU signed between the Ministry
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of Power, Government of India and the Government of Uttaranchal on March 30, 2001. The purpose
of the MoU was to affirm the commitment of the Statetowards upgrading the services in the power
sector with a view to providing commercial viability and quality 24 -hour supply at affordable rates
to all its residents. It was further agreed that Uttaranchal will undertake Energy Audit at all levels

in order to reduce system losses to bring them progressively to the level of 20% by March 2004. This

was required to be done in a time bound manner, and in following steps:
a) Joint verification and sealing of interface points with power suppliers.
b) To meter all 11kV feeders by 31/3/2001 in no case later than 30/9/2001.
c) 100%metering of all consumers to be done by 31.122001.

d) Number of billing and collection centers including computerized billing centers to be

increased by 31.122001.

e) lIdentify and develop distribution circles as profit centers. Separate commercial

accounts/shadow Balance Sheets for such centers to be prepared from 31.03001.

f) In case commercial viability in distribution is not attained by 31 .032003,

corporatization/co -operatization/privatization of distribution, to be considered.

g) To consider innovations suchas the c¢reation of user groups/ |
oversee LT distribution in composite clusters and to take over the responsibility of

billing, collection, theft detection, etc.

Clearly the idea was to reduce the distribution losses and bring them down to the level of
20% by March 2004. In this connection, it is also to be underlined that while fixing the loss reduction
trajectory, the Commission, did not consider the losses as given under the FRP for the FY 20003
i.e. 38%, instead considering theground realities, it fixed the opening losses for the FY 200203 at
44.32%, i.e. 6.32% higher than the losses of 38.00% considered under the FRP. The Commission
therefore, allowed the utility extra cushion and comfort to reduce distribution losses in a gr adual
manner. Further, the trajectory for reduction of losses by 4% every year, specified by the
Commission, was applicable for an initial period of five years only. The Commission, so as to
review and revise the loss reduction trajectory, has been repeateally directing the Petitioner, in its
previous Tariff Orders, to carry out the energy audit study. However, the Petitioner has so far not

made substantial progress in this regard.
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In this context, the Commission would also like to highlight the issues emer ging out of
recently launched R-APDRP programme by the Central Government. The focus of the R-APDRP
programme is to develop the distribution infrastructure in such a manner so as to improve the
commercial viability of the sector. The programme, accordingly , focuses on actual, demonstrable
performance in terms of sustained loss reduction. Under this Scheme, the projects shall be taken up
by the utilities in two parts. Part -A shall include the projects for establishment of base line data and
IT applications for energy accounting/auditing & IT based consumer service centres. Part-B shall
include regular distribution strengthening projects. The Central Government shall provide 100%
funds for the Part-A project costs as loan. Whereas under ParfB of the project, the Central
Government shall initially provide up to 90% funds for the projects to special category States like
Uttarakhand, through loan from Gol. The MoU further stipulates conditions for conversion of loans
into grants for each of the projects. In caseof Part-A, the loan along with the interest thereon shall
be converted into grant in case projects are completed within 3 years from the date of sanctioning of
the projects. In case of PartB, the loan shall be converted into grant in five equal tranches on
achieving 15% AT&C loss in the project area on a sustainable basis for a period of five years.
Further, if the utility fails to achieve or sustain the 15% AT&C loss target in a particular yeatr,
conversion of that year 6s educdic praportiorfto theoshortfalltino
achieving 15% AT&C loss target from the starting AT&C loss figure. Thus, this would have a
financial implication for both the Petitioner as well as the consumers. In case, the Petitioner is not
able to achieve or sistain the 15% AT&C loss target, it would result in increased burden of loan on
the Petitioner, which if allowed as pass through in tariffs, would put extra burden on the
consumers. In case, the loss targets are revised as proposed by the Petitioner, the Riioner will not
be able to reach the AT&C loss target of 15%, which the Petitioner has itself committed to achieve

while seeking funding under R -APDRP from the Central Government.

The Commi ssion, further, does not mdntthmdhigen y
technical losses are due to overloading of distribution network inherited from the erstwhile UPSEB.
The Commission feels that the Petitioner had sufficient time to strengthen and upgrade its
distribution system from the date of creation of new State. Further, the Petitioner itself has been
very vocal in its Petition before the Commission about implementing number of distribution system
strengthening and augmentation schemes under various State/Central Government supported

schemes. The Commssion would also like to point out that contrary to the submissions of the
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Petitioner the sales growth has been relatively much higher in case of HT category consumers inthe

past 3-4 years where technical losses are much lower. Based on abovand more so in absence any

energy audit study, the Commission does not find an
loss reduction trajectory. The Commission, accordingly, setsthe target for distribution loss for the

FY 201213 at 17% inaccordancewith earlier trajectory for distribution loss reduction. Accordingly,

the target for distribution loss of 17% set for the FY 201213 is 1% lower than the target set for the FY

201112.

4.4 Capital Cost of Transferred Assets

The original c ost alfassdtshissimpBrearnt astitidetatnginesdcsuciat o i t
el ements | ike Depreciation, I nterest and Return on
created by the erstwhile Uttar Pradesh State Electricity Board (UPSEB), which were then transferred
to its successor transmission and distribution company in the State of Uttar Pradesh, i.e Uttar
Pradesh Power Corporation Limited (UPPCL). After creation of the State of Uttarakhand, part of the
assets owned by UPPCL (i.e. transmission and distribution assetsfalling within the geographical
territory of Uttarakhand) were transferred to Stat
namely Uttaranchal Power Corporation Limited (UPCL). The above company (UPCL) was again
unbundled into a Transmission Company ( PTCUL) and a Distribution Company (UPCL) on
01.06.2004 with only distribution assets remaining with UPCL, i.e. the Petitioner, which is now
looking, only after the distribution function within the State. For tariff determination, what is
relevant is the original cost of acquisition/creation of assets and not the values that may have been
assigned to them during each such transfer. The original cost of these assets is not known and they
have been given different values at the time of each such transfer. TheCommission, in its earlier
Tariff Orders has already dealt with this issue and considered the opening value of assets
transferred to UPCL as Rs. 50800 Crore. However, so as to have a reliable basis for fixing the
opening values of gross fixed assets and onsidering the fact that provisional transfer schemes
notified are disputed, the Commission has directed UPCL to get the Transfer Scheme finalized by
the Government at an early date. As the Transfer Scheme is yet to be finalized, the Commission is
constrained to consider the opening value of GFA as on November 9, 2001 as Rs. 508.00 Crore only,
in line with the approach taken by it in the previous Tariff Orders. Upon finalization of Transfer

Scheme, the Commission may consider the opening value of assets trasferred to UPCL as per
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finalized Transfer Scheme subject of course to prudence check.
4.5 Capitalisation of New Assets

In the Tariff Order for the FY 2009-10, dated October 23, 2009, highlighting the importance of
El ectrical | nspect orséfety p@nt of tviewf af peessonees and aquipment, thee
Commission had disallowed capitalization of such HT works carried out during the FY 2007 -08, FY
200809 for which Electrical Inspector Clearance Certificates were not made available. The
Commissionhadf urt her directed UPCL to submit the EI ec
all the HT works completed upto FY 2008-09 within 3 months of the issuance of the above Tariff
Order. However, in the ARR/Tariff Petition for FY 2010 -11, it was submitted by UPCL that though
it had completed all the formalities and requested the Electrical Inspector, for inspection and
issuance ofthe clearance certificates as required under the Law, the Electrical Inspectorate is not in a
position to test all the installations of UPCL in a timely manner due to dearth of officers and staff
with it s inspectorate. It was also submitted by UPCL that it has apprised the GoU regarding the
same and requested for appointment of the officers of PTCUL for carrying out the inspection and
testing of all the HT/EHT installations of UPCL which were energized on or after November 09,
2001, as per the Electricity Rules, 1956. The Commissiorlso on its own initiative, advised the State
Government to depute atleast 2 officers each from PTCUL and UPCL who are capable of carrying
out the inspections and tests in accordance with the IE rules at the office of Electrical Inspectorate

for clearing all HT and EHT works under the Rules before they are being energised and put to use.

In view of the steps taken by the Petitioner, the Commission in its Tariff Order for FY 2010-
11, while not disallowing any capitalizations of past HT/EHT schemes capitalized upto the FY
20060 7 , directed t he Petitioner t o Ssubmit ranad |
Certificates upto FY 200910 within 6 months of the issuance of that Tariff Order. The Petitioner had
submitted El ectrical Il nspectorés Certificates f
of the certificates submitted by UPCL, the Commission observed that in most of the cases the
Electrical Inspector instead of clearing the scheme has recorded its observations on the Clearance

Certificates.

The Commission has been repeatedly asking UPCL to segregatethe LT & HT works. The
Petitioner was also asked to give the details of LT/HT/EHT works capitalised till FY 2011 -12 and

also to submit the funding of assets capatilised. The Petitioner submitted the balances of fixed
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assets under the major heads of Plant & Machinery and Lines, Cables and Network for FY 2009-10
and FY 201011. These balances reported had further been segregated by the Petitioner under HT
and LT schemes, however, the Petitoner has not submitted the basis of allocation under HT and LT
schemes. Besides this, the Petitioner has notsubmitted the scheme-wise (project-wise) detail of
assets capitalised and means of finance for these schemes. In view of the incomplete information
submitted by the Petitioner, the Commission is constrained not to allow capitalization of any
LT/ HT/EHT wo rks. The Petitioner, however, submitted that it had incurred a deficit towards
actual expenses incurred and amounts received from consumers towards release of new
connections. The Petitioner submitted that it had managed this deficit by funding it out of i ts
internal resources and had requested the Commission to consider the deficit amount as equity/loan
by the Petitioner in the business. Since, these assets have been capitalised by the Petitioner and
added to the asset base and moreover, sinceLT schemes e s not require El ectri
clearance, the Commission has allowed capitalization of all such LT works and also capital related
expenses such as depreciation, return on equity and interest in accordance with the Regulations.
Further, the Commission has also allowed the actual capitalization of other assets like Vehicles,
Furniture and Fixtures and Office Equipment etc., based on audited accounts for FY 200910 and

provisional annual accounts for FY 2010-11 submitted by UPCL.
4.6 Deletion of Fixed Ass ets

Based on the analysis ofthe audited account of FY 200910, the Commission obsesrved the
deletion of fixed assets in FY 200910 amounting to Rs. 283.82 Crore. A similar amount of deletion
in fixed assets was also reported in the provisional accounts for FY 200910 submitted by the
Petitoner during the tariff process for FY 2011-12. However, the Commission in its Order for FY
201112 had not considered the same due tothe accounts being provisional at that time.
Considering the unprecedented magnitude of the amount of deletion of fixed assets as per the
audited accounts of FY 200910 and also in light of the fact that the Commission has not been
allowing any addition to fixed assets since FY 200708 on account of HT/EHT works, due to reasons
already explained in the preceding Para, the Commission decided to check the total fixed asset
addition and deletion allowed to the Petitioner since inception. Accordingly, the Commission
worked out the cumulative fixed asset addition allowed till FY 2011 -12 (including approved asset

addition in this Tariff Order) as Rs. 1148.56 Crore over and abowe the opening balance of GFA of Rs.
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508.00 Crore in FY 200402. Against this addition, the cumulative deletion of fixed assets works out
to Rs. 692.97 Crore, including the figure of Rs. 283.82 Crore for FY 20020 as perthe audited
accounts and transfer o fixed assets to PTCUL amounting to Rs. 146.10 Crore. Thus, it is clear that
the cumulative fixed asset addition together with the opening GFA allowed by the Commission is
far more than the cumulative deletion of fixed assets till FY 2009-10 based on figues of audited
accounts. Therefore, the Commission has decided to consider the deletion of fixed assets in FY 2009
10 amounting to Rs. 283.82 Crore for working out the opening GFA for FY 201011 in accordance
with the audited accounts of FY 2009-10.

4.7 Inter est on Loans

In this regard, Regulation 14(1) stipulates that:

0Ol nterest on | oan c a-wisetinalldingsoh bbdn$ arriveel at énaha pnannez d

indicated in regulation 13(4)6.

The Petitioner has claimed interest on loans on the total loans received/projected to be
received during the year and from the total interest has reduced the interest during construction
period as the same is to be capitalised and recovered through capital related expenses. However, in
line with the approach adopted by the Commission in the previous Tariff Orders, the Commission
in this Tariff Order has considered interest only on that component of a loan that pertains to assets
capitalised till December 2011. Both the methods should ideally yield similar results. As discussed
by the Commission in its previous Or der-projecttthee P
capital expenses for the tariff years, however, actual assets capitalised have been far below the
projections made by the Petitioner. Further, the Commission has not been allowing capitalisation of
HT/ EHT works in the absence of El ectrical Il nspe

necessary to allow interest only on those loans that have been used to finance the capitalised assets.
4.8 Depreciation

The principles to be followed for calculating the depreciation have been clearly spelt out in
the UERC (Terms & Conditions for Determination of Distribution Tariff) Regulations, 2004.

Regulation 15(1)(a) specifies as under:

0The val ube pbreoseeof depreciatidn shall be the historical cost, excluding consumel

contribution or capital subsidy/grant, of 't he
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The Commission proposes to abide by and follow the Regulations on the subject and
exclude the assets created by vay of grants/subsidies etc., for the purposes of estimating
depreciation to be allowed as part of Annual Revenue Requirement. This is important in view of the
fact that large numbers of capital assets have been created by the Petitioner through consumer

contributions and further Planned Assistance is flowing by way of 90% grant and 10% loan.

The Commission has been approving depreciation on the opening balance of GFA in its past
Tariff Orders. However, the Petitioner in this Petition has claimed depreciation on fixed assets
added during the financial year. The Petitioner, citing that exact dates of capitalisation of fixed
assets are not known, has computed half yeards dep
financial year. In this regard, the Comm ission also sought the capitalisation and depreciation policy
of the Petitioner, which has not been submitted. The Commission is of the view that the Petitioner
still largely follows the practise of capitalising fixed assets on the last date of the financial year.
Considering the fact that the tariff regulations provide for depreciation on pro -rata basis, and
further, due to the inability on the part of the Petitioner to provide exact dates of capitalisation of
fixed assets, capitalisation and depreciation policy, the Commission finds no reasonto depart from

practice adopted in previous Tariff Orders of allowing depreciation on the opening balance of GFA .
4.9 Operation & Maintenance (O&M) Expenses

O&M Expenses included Employee costs, A&G expenses and R&M expenses. Regulation 11
of UERC (Terms & Conditions for Determination of Distribution Tariff) Regulations, 2004 specifies

as under:

0(1) Employee cost s, A&G expenses and R&M expen
basis of historical cosend the prevailing norms with appropriate validated changes in the same

subject to prudence check by the Commission. 6

Prior to separation of its transmission business, UPCL was looking after both the
distribution as well as transmission function in the Sta te. Subsequently, UPCL got unbundled into
UPCL, the distribution licensee, and PTCUL, the transmission licensee. However, at that point of
time, no apportionment of O&M expenses between the distribution and transmission function was
available. Therefore, whi | e determining the Petitione€édae distr
Commission had relaxed the relevant Regulations and determined the O&M expenses for FY 2005

06 after such validation and prudence check as was possible. Having once fixed the base O
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expenses for the distribution licensee for FY 200506, the Commission in the Tariff Orders for FY
200607, FY 200708 and FY 200809 approved the O&M expenses considering the approved O&M
expenses for FY 200506 as base value and factoring the changes inthe scale of operation and
inflation. The Commission in these years has also increased the base value of O&M expenses byhe
percentage increase in number of consumers to capture the increase in scale of operation and then
escalated the increased base taaccount for inflation. However, considering the impact of salary
revision due to implementation of Sixth Pay Commission 6 secommendations, the Commission in
its Tariff Orders for FY 2009-10, FY 201611 and FY 201112 had computed the O&M expenses for
each element separately, i.e. Employee, A&G and R&M expenses based on past trends and
considering the impact of salary revision including arrears. The Commission is following a similar

approach for determining the O&M expenses for FY 2012-13.

The only departure from the previous approach is in case of arrears of Sixth Pay
Commission, which were previously allowed by the Commission at 40%, 30% and 30% for FY 2009
10, FY 201011 and FY 201112 respectively. However, in this tariff determination exercise, the
Commission sought from the Petitioner, details of actual arrears assessed on implementation of
Si xth Pay Creocomnendationsraddgpayment made during FY 2009-10, FY 201611 and
FY 201112 on this account which has been considered as part of Employee egenses.In response,
the Petitioner submitted the actual payments made on account of Six Pay Commission arrears
during FY 2009-10, FY 201611, FY 201112 and the remaining amount scheduled to be paid in FY
201213. Further, the Petitioner vide its addition al submission dated March 05, 2012 also confirmed
that the amounts actually paid on account of arrears of Sixth Pay Commmission have been included
in the audited accounts for FY 200910 and provisional accounts for FY 201011. Therefore, the Sixh
Pay Commissionbar rears have been considered by the Com

out the truing up for FY 2009-10 and FY 201011 as well as approving the ARR for FY 201213.

Further, as the Petitioner has submitted audited accounts for the FY 200910 and provisional
accounts for FY 201011, the Commission in this Tariff Order has considered the R&M exp enses and
A&G expense for FY 201011 as the base year expenses and escalated the same in accordance with
the provisions of UERC (Terms and Conditions for Determining Escalation Factor) Regulations,
2008. The detailed methodology adopted for projecting O&M expenses has been elaborated under
Chapter 6 of this Order.
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4.10 Provision for Bad and Doubtful Debts

In the Tariff Order for the FY 2011-12, dated May 24, 2011, highlighting the absence of any
serious efforts on the part of the Petitioner to identify and recover the pending dues, the
Commission disallowed any further provisioning on account of bad and dou btful debts. The
Commission also directed the Petitioner to carry out an audit of its receivables and also
identifying and classifying the same and submit the report to the Commission within 6 months

of the issuance of the Order.

The Commission also referred to its Regulation 12 of UERC (Terms and Conditions for

Determination of Distribution Tariff) Regulations, 2004 which specifies as under:

oBad and Doubt ful Debts shall be all owed as a |
norms fixed bythe Commission and to the extent the distribution licensee has identified and actually

written off bad debts according to a transparent

Further, the Petitioner was asked to utilise the amount of provision already availab le with it
to write off the bad debts after identifying them . The Petitioner without coming up with any
concrete effort on its part to choarspl yome tihp -t miet hCoa
house studyd on r ec elecwidityh [The Petitiomeo atso woakkede out e ffurther
shortfall towards Provision for Bad and Doubtful Debts amounting to Rs. 824.87 Crore, the details

of which are discussed in Chapter 2.

The Commission is of the opinion that the Petitioner has not put sincere efforts for
improvement of its collection efficiency. Further, the Petitioner has failed in compliance of the
Commi ssi onds di r iag verifyinyg and ovifit ing off ¢he had depts. Instead of this, the
Petitioner has now come up with a new proposal of trea ting all debtors ageing above three years to
be doubtful and has sought provision for the same. Instead of identifying & writing off the bed
debts, the Petitioner has simply accummulated the amount not collected against the amount billed
for sale of power. The entire amount not collected by the Petitioner cannot be allowed to be
recovered through tariffs as the tariff is being determined on accrual basis and not on cash basis.
Further, the Commission in accordance with the provisions of the Regulations have been allowing
interest on working capital for collection inefficiency while approving the ARR as well as while

carrying out the truing up.
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In view of the above, the Commission shall abide by its applicable Regulation in this regard,
wherein, provision for bad and doubtful debts is allowed based on the norm fixed by the
Commission, subject to the condition that the distribution licensee has identified and actually

written off bad debts according to a transparent policy approved by the Commission.
4.11 Truing up for Previous Years

UERC (Terms and Conditions for Truing Up of Tariff) Regulations, 2008 provides that -

o (1) The Commi ssion shall undertake a revi
parameters in a financial year wsvis the appoved levels in the relevant Tariff Order for that
financial year either on a Petition moved by the concerned licensee/generating company or su
moto. While doing so, the Commission after considering the reasons for these variations me
permit carrying foward of financial impact of the same to the extent approved by the

Commission to the following year(s). This exercise shall be called truing up exercise.

(2) Truing up exercise for a financial year shall normally be carried out alongwith Tariff

determinaion exercise(s) taken up after the close of that financial year.

(3) Truing up can be done either based on provisional or audited data and can also be taken up
one or more items separately as deemed necessary by the Commission. No furtheshialle up

normally be done after a truing up exercis

The Commission vide its Tariff Order dated 18.03.2008 had Trued up the expenses and
revenues of the Petitioner for the period from FY 2001-02 to FY 200607 basel on the audited
accounts for the period upto FY 200405 and provisional accounts for FY 200506 and FY 200607.
Further, in its Tariff Order dated 24.05.2011, the Commission undertook the True up of the expenses
and revenue of the Petitioner for the period from FY 200506 to FY 200910 based on audited
accounts for the period upto FY 200809 and provisional accounts for FY 200910. Along with the
present Petition, the Petitioner has submitted the audited accounts for the FY 200910 and has
sought true up of its expenses and revenues for FY 200940 based on the audited accounts. The
Petitioner has also requested the Commission to carry out the provisional true up for FY 2010-11
based on the provisional accounts submitted by it for FY 201011 Accordingly, considering the
request of the Petitioner and in the interest of all the stakeholders, the Commission has decided to

carry out the final true up for FY 2009-10 based onthe audited accounts and the provisional truing
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up for FY 2010-11 alongwith the tariff pr oceedings for FY 201213.

The Commission has ensured to carry out the truing up of expenses and revenues in

accordance with the UERC (Terms and Conditions for Truing Up of Tariff) Regulations, 2008.
4.12 Tariff Design

Regulation 20 of UERC (Terms and Condistions for Determination of Distribution Tariff)

Regulations, 2004specifies as under:
020. Cost standard

The tariffs for various categories/voltages shall be benchmarked with and shall progressively reflect the
cost of supply based on costs that are prudently incurred by the distribution licensee in its operations.
Pending the availability of information thag¢asonably establishes the categuige/voltagewise cost

to supply, average cost of supply shall be used as the benchmark for determining tariffs. The category
wise/voltagewise cost to supply may factor in such characteristics as the load factayeyekéent of

technical and commercial losses etc.

Provided that for protecting interest of other consumers, tariff for any category of consumers could be

evolved in a manner that prevailing market conditions get reflected in it suitably.

The Commission in its Tariff Order for FY 2011-12 dated May 24, 2011 had carried out the
Tariff Re-determination exercise for FY 20031 0 i n compl i ance of Hondbl e A
January 31, 2011Fur t her , in the I|ight of obser vatunabins made
para 53 of the said Judgment, the Commission also adopted the average cost of supply as principle
for deciding the tariff for different category of consumers for FY 2011 -12, subject to phased
reduction of cross-subsidies as per the mandate of the Bectricity Act, 2003. The Commission, in this
tariff determination exercise for FY 2012-13, continues with the same approach adopted in its Tariff
Order for FY 2011-12.
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5.1 Background

Truing -up of various heads of expenses and revenues approved for the preceding year is an
exercise, which is generally required to be carried out by the State Electricity Regulatory
Commission along with the ARR and Tariff proceedings for the ensuing finan cial year. The
Uttarakhand Electricity Regulatory Commission (Terms and Conditions for Truing up of Tariff)
Regulations, 2008 notified on March 11, 2008 provides for truing up of approved expenses and
revenue either on the basis of provisional or audited accounts. These Regulations also specify the

procedure for Truing up.

The Commission had, in its Tariff Order dated May 24, 2011, while carrying out the final
truing up for the period FY 2005-06 to FY 200809 based on the audited data, had also carried out
the provisional truing up of the expenses and revenues for FY 200910 based on the provisional
accounts. The Petitioner in its ARR and Tariff Petition for FY 2012-13 has submitted the audited
accounts for FY 200910 and has requested the Commission for carying out the final truing up of
expenses and revenues for FY 20090 based on the audited accounts. Further, the Petitioner also
sought truing up for FY 2010-11 based on the provisional accounts submitted alongwith the
Petition. With a view to finalise t he figures to the latest possible financial year, the Commission has
decided to carry out the truing up of expenses and revenue for FY 200910 based on the audited

accounts and the provisional truing -up for FY 2010-11 based on the provisional accounts.

The Commission, in the first Section of this Chapter has discussed the final truing-up for FY
200910, for which provisional truing -up was undertaken in the Tariff Order dated May 24, 2011. In
the second Section of this Chapter, the Commission has discussedhe provisional truing -up for FY

201011 based on the provisional accounts submitted by the Petitioner.
5.2 Truing up for FY 2009 -10

5.2.1 Background

UPCL in its Petition has submitted that the Commission vide its Order dated May 24, 2011
had trued up the expenses ard revenue for the period from FY 2005-06 to FY 200809 based on the

audited data and for FY 200910 based on the provisional data in the absence of availability of
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audited data at that time. The Petitioner also submitted that annual accounts for the FY 20®-10
have since been audited and on the basis of these audited accounts the Petitioner has sought the
final truing up of expenses and revenue for FY 2009-10. The Commission has analysed the head

wise elements of ARR and Revenuein the succeeding paragraphs.
5.2.2 Power Purchase Expenses (including transmission charges)

The Petitioner has claimed the power purchase expenses (including transmission charges)
for FY 200910 as Rs. 2,094.10 Crore, which as per audited accounts e Rs. 2,063.48 Crore, against
the amount of Rs. 2,154.33 Crore approved by the Commission while carrying out the provisional
truing up for FY 2009-10, in its Order dated May 24, 201l. The Commission observed that
differences existed in the power purchase expenses claimed by the Petitioner and those as per the
audited accounts, and hence, the Commission asked the Petitioner to reconcile the differencein the
power purchase expenses.Based on the reconciliation submitted by the Petitioner, the Commission

noted that the differences were on account of the reasons discussed below.

The first reason was due to the difference in the rate of free power which was considered as
Rs. 1.81/kWh in the audited accounts, based on the rate approved by the Commission in its Order
dated October 23, 2009. However, the rate of free power considered by the Petitioner in the Petition
was Rs. 1.95/kWh, which has been computed as per the methodology adopted by the Commission

based on the actual figures for FY 200910.

The second reasn of variation was on account of the inclusion of the arrears of Rs. 21.28
Crore, relating to the generating stations of NHPC in which the State has a share, while claiming the
power purchase expenses in the Petition, which were not included in the audite d accounts, as the
amount of arrears were not available at the time of finalisation of the accounts for FY 2009-10.
Moreover, the Petitioner has also not provided any detailed break-up of these NHPC arrears.
During the Technical Validation Session, the Petitioner submitted that Central Electricity
Regulatory Commission (CERC) has issued Tariff Orders in FY 2011-12, for Central Generating
Stations (CGS)in accordance with CERC Tariff Regulations for the control period FY 2009-10 to FY
201314 making new tariffs effective from FY 2009-10. Based on these Orders, the CGS hee started
raising bills to the Petitioner in respect of past arrears effective from FY 200910. However, the
Petitioner has submitted that though the arrears will be in respect of the generating stations of both

NTPC and NHPC, the Petitioner in the Petition has claimed arrears of NHPC only while arrears
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pertaining to NTPC Stations are yet to be claimed by the said generating company.

The amount of arrears claimed have to be verified based on the bills raised by NHPC.
Further, Tariff Orders of some of the Central Generating Stations are yet to be issued by CERC.
Hence, the Commission is of the view that it will be more appropriate to allow the arrears on cash -
basis during truing -up for FY 2011-12 based on the detailed verification and scrutiny of the bills
raised by the CGS. Therefore, for the sake of simplicity, consistency, validation and cross
verification of figures of arrears with the accounts, and to avoid any confusion in respect of
payment of arrears of CGS, the Commission has decided to allow the power purchase cost for FY
200910 excluding NHPC arrears, which shall be considered on cash basis along with the arrears of

all other CGS.

Further, the Commission in its Order dated May 24, 2011 while carrying out a provisional
truing up for FY 2009-10 had observedsome anamoly in the data of Ul overdrawal. In this regard,
the Petitionerhassub mi t t ed t hat in compliance of the Con
dated October 23, 2009,the Petitioner had requested PTCUL, which is presently controlling the
State Load Despatch Centre, to ensur e shouldhremainh e
within its drawal schedules whenever the system frequency is below 49.2 Hz. Further, the Petitioner
has submitted that the average rate of such overdrawal by the Petitioner works out to Rs.
4.23/k Wh, which was the rate at frequency much above 49.2 Hz, and has thus, requested the

Commission to approve the actual amount of Ul overdrawl for FY 2009-10.

It would be relevant to mention that the average rate of such overdrawl has been much
lower when compared to the then prevalent Ul rate of Rs. 7.35 per unit atgrid frequency equal to
49.2 Hz. Moreover, the overdrawal took place to meet the demand so that load sheddings could be
avoided. Hence, the Commission has allowed the power purchase cost of Ul overdrawal with an
advice to the Petitioner to control overdrawal and abide by the Grid discipline in accordance with
CERC (Ul and related matters) Regulations, 2010 read with amendments issued from time to time

by CERC.

Accordingly, the Power Purchase Cost (including transmission charges) approved by the

Commission for FY 2009-10 works out to Rs. 2072.82 Crore.
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5.2.3 O&M Expenses

The Petitioner has claimed the O&M expenses (including employee cost, R&M expenses and
A&G expenses) for FY 200910 as Rs. 235.36 Crore based on its audited accounts against the amount
of Rs. 234.22 Crore approved by theCommission while carrying out the provisional truing up for
FY 200910, in its Order dated May 24, 2011. The difference of Rs. 1.14 Crore is due to the increase in
employee expenses, which is not within the control of the Petitioner. Since, the increase ismarginal
between the amount claimed and amount already approved by the Commission, hence, the

Commission has decided to consider the O&M expenses now claimed by the Petitioner.

However, out of the O&M expenses now claimed by the Petitioner, the Commissio n has
disallowed an amount of Rs. 0.43 Crore on account of penalty paid by the Petitioner during FY
200910 in respect of supply of electricity without meters (Ord er dated 11.08.2005) and facitiation of
bill collection system and related consumer services (Order dated 01.09.2005). The Commission in
the said Orders had held that the expenditure incurred on this account would not be passed on to
consumers in tariffs and it was for the companyads
expenditure should be borne by the delinqguent company or the same should be recovered from the
concerned employees. Thus, the same is not being allowed as pass through in tariffs and has,

accordingly, been reduced from the expenses of UPCL.

Accordingly, the Commission ha s allowed net O&M expenses at Rs. 234.93 Crore for FY

200910.
5.2.4 Cost of Assets & Financing
5.2.4.1 Capital Cost of Original Assets

The Petitioner submitted that the value of Gross Fixed Assets (GFA) as on 08.11.2001 has
been considered at Rs. 508.00 Crore as pethe value recognised by the Commission in its Tariff
Orders issued from time to time. The Petitioner has submitted that the value of GFA as on
08.11.2001 has been taken at Rs. 1058.18 Crore in the provisional Transfer Scheme and, therefore, the
same value is reflected in the Annual Accounts for the FY 2009-10. The Petitioner requested the
Commission to recognise the actual value of GFA as on 08.11.2001 on finadation of the Transfer

Scheme and allow depreciation, accordingly, on the value of final GFA.

The Commission observed that the issue of original value of fixed assets for the Petitioner
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was examined in detail in Paras 5.3.1 and 5.3.2 of the Order dated April 25, 2005. For reasons
provided in the said Order, the original value of GFA as on November 09, 2001 was fixed at Rs. 508
Crore for the Petitioner, instead of the value of Rs 1058.18 Crore assigned in the Provisional Transfer
Scheme. The Commission has already recorded the reasons for the same in its previous Tariff
Orders. Since, there is no changein the factual position, the Commission feels it unnecessary to
revisit the above issue. The Commission, therefore, has considered the original value of the

Petitionerds GFA as on November 09, 2001 as Rs.
5.2.4.2 Capitalisation of Assets

Similar to th e approach adopted in previous financial years, capitalisation of HT works for
FY 200910 are not allowed due to non-submission of detailed segregation of HT and LT works and
means of financing for funding of these fixed assets and also in the absence of poper Electrical
Inspector Clearance Certificate required under the Indian Electricity Rules, 1956 before energisation
of the HT/EHT works . Regarding capitalization of LT works, the Petitioner ha s submitted that it
has incurred a deficit towards actual exp enses incurred and amount received from the consumers
towards releasing new LT connections at charges specified by the Commission in its Release of New
LT Connection Regulations. The Petitioner has further submitted that it ha s managed this deficit
through funding from revenue collection and by cash/liability/credit management mechanism and
has requested the Commission to consider the deficit amount as equity invested/loan borrowed by
the Petitioner in the business. The Petitioner has also submitted that these assets have been

capitalised by it and added to the asset base.

For LT schemesEIl ectr i c al | n s Ipas mot been drendated ir ther I Rule€ the
Commission has allowed capitalisation of all such works. Accordingly, the Commission has
considered the deficit amount funded by UPCL for release of LT connections. Further, the
Commission has also allowed the capitalization of other assets like Vehicles, Furniture and Fixtures
and Office Equipment in accordance with the audited accounts for FY 2009-10 submitted by the
Petitioner. Further, the Petitioner was asked to submit the details of LT and HT works capitalised
during FY 2007-08 to FY 200910 so that capitalisation of other LT works, if any, done by the
Petitioner could be allowed. The Petition er submitted the segregation of LT and HT works under
the Fixed Asset Groups of Plant and Machinery and Lines, Cables and Networks for FY 200910.

However, the segregation between LT and HT works has been submitted by applying certain
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percentages on adhoc basis by the Petitioner without any justification and financing details, which

the Commission could not consider for approving the addition in fixed assets.

The Commi ssion is dismayed to note that despite
regard and even after 10 years of taking over the business of distribution and retail supply from the
erstwhile UPPCL, Peti ti on er-Gantamed chatdetdils oh 4T asdyL,T t e ms  a |
works cannot be identified and separated. The Commission has, accordingly, determined the Gross

Fixed Assets for FY 200910 as provided in the Table given below.

Table 5.1: GFA and Additional Capitalisation during FY 2009 -10 (Rs. Crore)

Approved in Provisional True Approved in this
Particulars up vide Order dated pp ord
24.05.2011 raer
Opening GFA 1,074.29 1,074.29
Total Addition during the year 57.29 58.04
Deletion during the year - (283.89
Closing GFA 1,131.58 848.50

5.2.5 Financing of Capital Assets

Financing of an asset (i.e. debt, equity and grants components) is required to ascertain the
capital related expenses such as Interest, Depreciation and Return on Equity of alicensee. The
Commission had already estimated the financing of the different assets allowed to be capitalized for
FY 200708, FY 200809 and FY 200910 in its previous Order dated 24.05.2011.In line with the
approach taken in the previous Tariff Order s, the Commission has not allowed capitalization of any
HT/EHT works in the absence of Electrical Inspector Certificates. Further, the Commission has
considered deletion of fixed assets amounting to Rs. 283.82 Crore as mentioned in theaudited
accounts of FY 200910 and as discussed in detail in Para 4.6 of this Order.This has neccessiated
revision of figures of GFA as well as its funding mechanism vides grants, debt, equity and internal
resources for FY 200910. It may be worthwhile to mention here that, i n the absence on any detail of
financing of assets submitted by the Petitioner, the Commission has considered the addition in fixed
assets to be financed by normative debtequity ratio of 70:30 and have re-worked the interest on
loans and return on equity accordingly. As the debt-equity is not actual and only normative, the
same has been shown to be funded from Internal Resources in the table showing Means of

Financing of Assets.

The following Table shows the revised means of finance as considered by Comnission for

different assets allowed to be capitalized for FY 200910.
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Table 5.2 : Means of Financing of Assets for FY 2009-10 (Rs. Crore)

FY 200910 (considering Audited Accounts)
Particulars Grant etc. Loan Internal Total
Resources
Opening GFA 433.96 528.36 111.98 | 1,074.29
Additions during the year - - 58.04 58.04
Deletion during the year (155.49 | (128.39 - | (283.8)
Closing GFA 278.49 400.00 170.02 848.9

5.2.6 Interest and Finance Charges

The Petitioner has claimed Interest and Finance Charges of Rs. 66.44 Crore for FY 20080
against the amount of Rs. 68.35 Crore approved by the Commission in its Order dated May 24, 201
while carrying out the provisional truing up for FY 2009 -10.

5.2.6.1 Interest on Loans

The Petitioner has again claimed interest on AREP Loans which has not been allowed by the
Commission in its previous Tariff Orders for reasons given in the respective Orders, hence, the
Commission is not allowing any interest on AREP Loans. The Commission has worked out the
Interest on loans for FY 200910 considering the loan amount corresponding to the assets capitalised
in the year based on the approved means of finance. The Commisson had considered the
capitalisations till FY 2008-09 while carrying out the provisional true -up for FY 2009-10 in its Tariff
Order dated 24.05.2011 and since there has been no change in the opening values of the GFA and
financing of assets, hence, the interest on loans remains same at Rs. 21.33 Crore approved by the

Commission in its Tariff Order dated 24.05.2011.
5.2.6.2 Interest on Security Deposit

The Petitioner has c¢cl ai med interest | i ablol

as Rs. 12.84 Crore as per Audited Accounts, which has been accepted by the Commission.
5.2.6.3 Government Guarantee Fee

The Petitioner in its Petition claimed an amount of Rs. 2.83 Crore towards the guarantee fee
payable to GoU for FY 200910 which is payable towards counter guarantee extended by the State

Government against L/C opened in PNB for payment of electricity bills and also for REC Old loan.

A Guarantee fee @ 1% p.a. is payable to the Government on the outstanding loans taken by

Petitioner for which counter -guarantee has been provided by the Government. The Commission
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directed the Petitioner to submit the details of such fees payable.

The Commi ssion validated the Petitionerds c¢claim

in previous years and approves the Guarantee Fee for FY 20090 as Rs. 2.83 Crore as given in the

Table below.
Table 5.3: Approved Guarantee Fees for FY 2009-10 (Rs. Crore)
Particulars Amount
Letter of Credit 35.00
REC Old loans 248.34
Total 283.34
Government Guarantee Fees 2.83

5.2.6.4 Rebates and Discounts allowed to Consumers and other Financial and Bank Charges

The Petitioner has claimed an amount of Rs. 3.22 Crore towards Rebates and Discounts
allowed to Consumers and other Financial and Bank Charges based on its audited accounts for FY
200910. The Commission observed that in the audited accounts for FY 200910 rebates/discounts
allowed to consumers was shown as Rs. 2.91 Croe and Other Financial and Bank Charges were of

Rs. 0.31 Crore. Hence, the Commission allows the same for FY 206020.

Thus, the Commission has allowed the total interest and finance charges of Rs.71.56Crore
including guarantee fees agai6d3tCrore¢ toreFY R%10.tTheoner & s
summary of the interest charges approved by the Commission while carrying out provisional
truing -up in the Tariff Order dated May 24, 2011, now claimed by the Petitioner and as approved by

the Commission for FY 200910 is shown in the Table below.

Table 5.4: Interest and Finance Charges for FY 2009-10 (Rs. Crore)

Scheme Approved du_ring Claimed by Approvec_i after Final
Provisional Truing -Up UPCL Truing -Up
APDRP 1.45 2.75 1.45
District Plan 3.58 1.70 3.58
PMGY 0.28 6.60 0.28
State Plan 3.84 2.83 3.84
MNP 7.90 0.46 7.90
AREP - -
RGGVY 0.42 7.26 0.42
Others 3.85 - 3.85
Sub-Total 21.3 21.60 21.38
REC Old Loan 31.35 31.35 31.35
Guarantee Fee 2.83 2.83 2.83
Rebates/discounts allowed to consumers 3.22 2.91
Other Financial and Bank Charges - 0.31
Interest on Security Deposit 12.84 12.84 12.84
Less:Capitalisation - (5.40) -
Total Interest and Finance Charges 68.35 66.44 71.56
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5.2.7 Depreciation

The Petitioner has submitted that Depreciation has been calculated for the year as per the
rates provided in UERC (Terms and Conditions for Determination of Tariff) Regulations, 2004.
Further, the Petitioner has provided d epreciation on the opening value of assets for the ful year and
for the assets added during the year, the depreciation has been provided for six months.
Accordin gly, the Petitioner has claimed a depreciation of Rs. 37.11 Crore for FY 2004.0, against the
amount of Rs. 24.33 Crore approved by the Commissionin its previsous Order dated May 24, 2011
while carrying out the provisional truing up for FY 2009 -10.

The Commission has allowed depreciation at a weighted average rate of 3.80%based on the
submission of the Petitioner for FY 2009-10 in accordance with the asset classification and rats
specified in the Tariff Regulations. The Commission has been allowing depreciation on the value of
opening GFA keeping in line with the practi ce being followed by the Petitioner of capitalising the
asset in its accounts on the last day of the financial year. Further, nothing has been brought on
record by the Petitioner to show that the asset is capitalisedin the books/records when the sameis
put to use. Hence, the Commisson has adopted the similar approach as adopted by it in the
previous Orders of allowing depreciation on the opening GFA. As already discussed in Para 4.9 of
this Order, the Tariff Regulations of the Commission provide for depreciation on pro -rata basis, axd
the Petitioner has neither been able to provide exact dates of capitalisation of fixed assets, noras
provided any capitalisation and depreciation policy. Therefore, the Commission finds no
justification to depart from the practice adopted in previous Tariff Orders of allowing depreciation
on the opening balance of GFA. The opening -Wal u
works out to Rs. 640.33 Crore. The Commission has, accordingly, approved the depreciation of Rs.
24.33 Crore for FY 200910, which is same as was allowed in the Order dated May 24, 2011, while
undertaking the provisional truing -up for FY 2009-10. The Table below shows the depreciation

charges approved by the Commission for FY 200910.

Table 5.5: Depreciation approved by Commission for FY 2009 -10 (Rs. Crore)

Particulars Amount
Opening Balance of GFA 1,074.29
Less: Grants (433.96)
Depreciable GFA 640.33
Average Depreciation Rate 3.80%
Depreciation 24.33
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5.2.8 Provision for Bad & Doubtful Debts

The Petitioner has requested for a Provision of Bad & Doubtful Debts of Rs. 45.13 Crore for
FY 200910 at 2.50% of the revenue billed during the FY 200910, as against a provision of Rs. 90.26
Crore made in the audited accounts. The Petitioner submitted that annual provisioning towards bad
& doubtful debts i s an accepted method of accounting and considering the peculiarity of retail
supply business, the same has also been recognized by the State Electricity Regulatory
Commissions. 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 financial year.

The Commission in its Tariff Order dated May 24, 2011 had not allowed any provisioning of
bad debts for FY 200910 as the Petitioner has not been able to report any satisfactory compliance of
the Commi ssionds directions in this regard. The Com
present tariff determination exercise also, has decided not to allow any provisioning of bad and
doubtful debts for FY 2009-10. Further, this issue has also been dealt in detail in Chapter 6 of the
Order.

5.2.9 Interest on Working Capital

The Petitioner has claimed Interest on Working Capital for FY 200910at Rs.11.94Crore on a
total working capital requi r e me nt of Rs. 97.48 Crore. The Petiti
O&M expenses, collection efficiency of 95% and receivables for two and half months of the total

revenue from sale of power.

The Commission has computed the working capital requirement b y taking into account the
allowable O&M expenses, receivables for two months and collection efficiency of 96% as approved
by the Commission in its Tariff Order for FY 2009-10 and also while carrying out the provisional
truing up for FY 2009-10. Further, necessary adjustments as required under the Regulations for
security given by the consumers and credit given by suppliers have been made. Hence, the
Commission worked out the total working capital requirement of Rs. 56.56 Crore for FY 2009-10.
Considering th e rate of interest of 12.25% as claimed by the Petitioner, the allowable interest on
working capital works out to Rs. 6.93 Crore, which was computed as Rs. 13.20 Crore in the Order
dated May 24, 2011 while undertaking provisional truing up for FY 2009 -10. The main reason of

such huge difference is the due to the higher estimation of revenue by the Commission while
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undertaking the provisional truing -up for FY 200910, which not only increased the figures of
collection inefficiency but also receivables and in turn the working capital requirement. The
following Table shows the computation of Interest on Working Capital as proposed by the Petitoner

and finally trued up by the Commission for FY 200910:

Table 5.6: Interest on Working Capital for FY 2009 -10 (Rs. Crore)

Particulars Proposed Approved
O&M expenses 19.61 19.58
Collection inefficiency 90.26 82.35
Receivables 376.09 343.12
Sub-Total 485.9 445.05
Less: Adjustments for security deposits & credit by power suppliers (388.0) (388.49)
Net Working Capital 97.48 56.56
Interest Rate (Short term PLR) 12.25% 12.25%
Interest on Working Capital 11.94 6.93

5.2.10 Return on Equity (RoE)

The Petitioner has claimed Return on Equity at the same value as approved by the
Commission in its Tariff Order dated May 24, 2011 while undertaking provisional truing -up for FY
200910. Since, there has not been any change in the opening value of the GFAand corresponding
means of finance for FY 200910 as compared to the values considered while carrying out
provisional truing -up, the Commi ssi on, therefore, accepts the

towards Return on Equity for FY 2009-10.
5.2.11 Non-Tariff Income

The Petitioner has submitted the values for non-tariff income for FY 2009-10 at Rs. 226.38

Crore, which is same as per the audited accounts for FY 200910. However, during the Technical
Validation Session, the Petitioner was asked about the reasa for unprecendently huge amount of
Income under the head oMiscellaneous Charges from Consumersd. The Petitioner has submitted
that the major portion of this amount relates to Revenue from sale of power to consumers and has
been erroneously shown asoMiscellaneous Charges from Consumersd due to incorrect recording at
field units. Further, the Petitioner expressed its inability to report the correct amount of Income

under the head, dMiscellaneous Charges from Consumersd and the amount to be transferred to

Revenue from sale of power to consumers.

Therefore, in the absence of any detail in this regard, the Commission has decided to

consider the amount of Rs. 0.27 Crore under the head ofoMiscellaneous Charges from Consumersd
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as considered by the Commission while undertaking provisional truing -up for FY 200910 in its
Tariff Order dated May 24, 2011, and transfer the remaining balance of Rs. 130.24 Crore out of Rs.
130.51Crore to Revenue from sale of power to consumers. Accardingly, for the purpose of this

Tariff Order, the Commission has considered Non -Tariff Income of Rs. 96.16 Crore as summarised

in the Table below:

Table 5.7: Non-Tariff Income for FY 2009 -10(Rs. Crore)

. - Claimed by Final
S.No. Particulars Provisionally Trued up UPCL Truing up
A) Miscellaneous income from
consumers
1 Misc. charges from consumers 0.27 130.51 0.27
2 Delayed Payment Surcharge 9.34 9.34 9.34
Sub-Total (A) 9.61 139.85 9.61
B) Other Miscellaneous Charges
3 Income from Investments 56.10 56.17 56.17
4 Rebate 18.71 18.71 18.71
5 Income from Misc. Receipts 7.42 11.55 11.55
6 Other 0.11 0.10 0.11
Sub-Total (B) 82.34 86.53 86.55
Total (A + B) 91.% 226.38 96.16

5.2.12 Excess Revenu&kefund by UJVNL

The Commission in its Tariff Order for UJVN Ltd. dated October 21, 2009while carrying out
the provisional truing up for FY 2007 -08 and FY 200809, had worked out an amount of Rs. 9.48
Crore excessto be recovered by UJVN Ltd. from the Petitioner. The Commission had directed UJVN
Ltd. in the above mentioned Order, to refund this excess amount of Rs. 9.48 Crore to the Petitioner
through their respective bills in 5 equal monthly instalments beginning November 2009. The
Commission in its Tarif f Order for UPCL for FY 2009-10 had considered this refund amount of Rs
f r o-10. Theh Retitidher thast i

948 Crore and had adjusted this

submitted that UJVN Ltd. has so far has not refunded this amount and has sought a direction from
the Commission in this regard. Taking a serious note of the non-compliance of its directions by the
UJVN Ltd., the Commission has once again directed UJVN Ltd. in its Tariff Order dated April 04,

2012for FY 201213to refund the amount of Rs 9.48 Crore to the Petitioner in 3 monthly instalments
failing which action would be taken against it under the Act for non -compliance of the

Commi ssi on d sAcobrdimgly,@an amountsof Rs. 9.48 Crore has been considered as refund

from UJVN Ltd. while truing up the ARR for FY 2009 -10.

160

Uttarakhand Electricity Regulatory Commission

oner



5. Truing-Up

5.2.13 Revenue from Tariff for FY 200910

The Petitioner has submitted its actual revenue from existing Tariff for FY 2009-10 at Rs.
1,805.25 Crore for actual energy sales of £219.83 MU. Further, as discussed in Para 5.2.11, the
Petitioner has shown some amount of Revenue from sale of power to consumers as oMiscellaneous
Charges from Consumersd due to incorrect recording at field units. Therefore, based on the
methodology discus sed in Para 5.2.11 abovethe Commission has excluded an amount of Rs. 130.24
Crore from Non -Tariff Income and added it to Revenue from sale of power to consumers, as shown
in the Table below. This adjustment does not impact the ARR & revenues, since, theentire income
reported by the Petitioner has been considered, either under Revenue from sale of power to
consumers or under Non-Tariff Income. Accordingly, the Commission considers Revenue from
Tariff for FY 2009-10 at Rs. 1935.49 Crore.

Table 5.8: Summary of Revenue from Sale of Power Considered by the Commission
for FY 200910

Average
Particulars Sales | Revenue Billing R%te
(MU) |(Rs. Crore)| (Rs./Unit)
Sales and Revenue from Sale of Power 6,219.83 1,805.25 2.90
Amount transferred from Misc Receipts from Consumers 130.24
Total Sales and Revenue from Sale of Power to Consumer 6,219.83 1,935.49 3.11

5.2.14 Sharing of Over/under achievement of Distribution Losses

The actual distribution losses of the Petitioner for FY 200910 as estimated by the
Commission works out to 25.09% as against the target of 20.32% approved by the Commission in its
Order dated October 23, 2010 while approving the ARR for FY 200910. The actual distribution loss
indicates an under-achievement of 4.77% in distribution losses for FY 200910. In accordance with
the true-up Regulations and the methodology adopted by the Commission in its previous tariff
orders, the Commission has not reduced the power purchase cost on account of higher distribution
losses. The Commission has disallowed the excess distribution losses with respect to the targets
specified and has considered additional sales of 396.09 MU for FY 200910 on account of non
achievement of target loss level by the Petitioner for the Year. On account of additional sales, the
Commission has worked out the additional revenue of Rs. 123.25 Qore for FY 200910 at an average

billing rate of Rs. 3.11 per unit for FY 200910 estimated in Table 58 above.
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5.2.15 Summary of Truing-up for FY 200910

The Commission in its Tariff Order for FY 2009-10 dated May 24, 2011 had approved an
ARR for FY 200910as Rs. 2405.91 Crore after carrying out the provisional truing -up. The Petitioner
has now claimed an ARR of Rs. 2267.17 Crore for FY 200910 based on its audited accounts.
However, based on the various elements of the ARR as discussed above and approvedby the

Commission, the summary of final Truing up for FY 2009 -10 is given in the Table below:

Table 5.9: Summary of Truing up for FY 2009 -10(Rs. Crore)

Provisionally
S. Particulars Trued up vide | Claimed by Approved after
No. order dated UPCL Final Truing -up
24.05.2011

A |Expenditure

1. |Power Purchase Expenses 2,154.33 2,094.10 2,072.82
2. |O&M expenses 234.22 235.36 234.93
3. |Interest and finance charges 68.35 66.44 71.56
4. | Depreciation 24.33 37.11 24.33
5. |Interest on Working Capital 13.20 11.94 6.93
B. |Gross Expenditure 2,494.43 2,444.95 2/410.57
C. | Other Expenses / Appropriations

6. | Provision for Bad & Doubtful Debts - 45.13 -
7. |Return on Equity 3.47 3.47 3.47
8 Excess revenue refund byUJVNL for 2007-08 i i (9.48)

" |and 200809 '

D |Net Expenditure 2,49789 2,493.55 2,404.56
9. |Less: Non Tariff Income (91.%) (226.38 (96.16)
E |Net Annual Revenue Requirement 2,405.94 2,267.17 2,3(8.40
10.| Revenue at Existing Tariff 2,029.95 1,805.25 1,935.49
11.| Revenue for additional Sale on Efficiency Gain 130.71 114.95 123.25
F | Total Revenues 2,160.66 1,920.2( 2,058.74
G |Revenue Surplus / (Gap) (245.28) (346.97 (249.65)

Accordingly, against the gap of Rs. 346.97 Croreclaimed by the Petitoner for final truing up
of FY 200910, the Commission has worked out the gap of Rs. 249.65 Croravhile carrying out the
truing up on the basis of the audited accounts. Thus, the Commisson has redetermined an
additional gap of Rs. 4.37 Crore for FY 200910 which will be recovered alongwith the ARR for FY
201213.

162 Uttarakhand Electricity Regulatory Commission



5. Truing-Up

5.3 Provisional Truing up for FY 2010 -11

5.3.1 Background

The Commission had approved the ARR for FY 201011 in its Tariff Order dated April 10,
2010. The Petitioner in its ARR and Tariff Petition for FY 201213, has requested the Commission for
carrying out the provisional truing -up of the expenses and revenue br FY 201011 based on the
provisional accounts submitted by it. The Commission, in the previous Section of this Order, having
already carried out the truing -up for the FY 200910 based on the audited accounts, considers it fit
to carry out the provisional truing -up for FY 2010-11 based on the provisional accounts submitted
by the Petitioner, which is also in line with the UERC (Terms and Conditions for Truing Up of
Tariff) Regulations, 2008, before carrying out the determination of ARR for FY 2012-13 in the

succeeding Chapter.
5.3.2 Sales for FY 201011

The Commission had approved Energy Sales for FY 201611 in the Tariff Order dated April
10, 2010 as 6,280.12 MU. The Petitioner in its Petition submitted the actual recasted sales for FY
201011 at 7,222.07 MUwhich has been accepted by the Commission. The consumer categorywise
sale for FY 201011 is shown in the Table below:

Table 5.10: Category-wise Sales for FY 2010-11(MU)

S. No. Category Approved in TO for FY 201011 Trued -up Sales
1 Domestic 1,215.10 1,455.08
2 Concessional Snowbound Area (RTS- 1A) 17.69 23.71

Total Domestic (RTY) 1,232.79 1,478.79
3 Non-domestic, incl Commercial (RTS - 2) 697.69 813.25
4 Public Lamps (RTS- 3) 47.35 53.86
5 Private Tubewell/Pump Sets (RTS - 4) 142.24 160.46
6 Government Irrigation System (RTS - 5) 112.44 112.97
7 Public Water Works (RTS - 6) 244.55 276.38
8 Industrial Consumers (RTS - 7) 3,680.25 4,197.72
i. LT Industrial 231.49 234.96
ii. HT Industrial 3,448.76 3,962.76
9 Mixed Load (RTS - 8) 106.86 120.85
10 |Railway Traction (RTS - 9) 14.94 7.80
11 |Extra State Consumers 1.00 -
Total 6,280.12 7,222.07

There is a significant difference in the Energy Sales approved in the Tariff Order for FY 2010

11 dated April 10, 2010 and the actual sales as submitted by the the Petitioner. As observed from the
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Table above, the actual Energy Sales is approx. 942 MU highkr (15%) than the approved Energy

Sales, which is on account of increase in sales in all major categories except Government Irrigation
System and Railway Traction. The Commission had approved the Energy Sales for FY 201611 in its

Tariff Order dated April 10, 2010 based on the submission of the Petitioner at that time, wherein, the
Petitioner had projected the Energy Sales for FY 201611 at 6,350.45 MU only.

5.3.3 Distribution Losses

In the present Petition, the Petitioner has submitted its distribution losses for FY 201011 at
21.61%. However, as per the actual data submitted by the Petitioner, the Commission has re
computed the actual distribution losses for FY 2010-11 to be 21.58%. The Commission for FY 20101
has considered the distribution loss level of 19.00% as approved in the Tariff Order dated April 10,
2010 for FY 2016€11. The Commission, in accordance with the approach adopted in its previous
Orders, has not disallowed the power purchase cost for higher distribution losses as compared to
the approved distribution losses. Considering the actual input energy of 9,209.14 MU atdistribution
periphery (T&D interface) for FY 2010611 and applying the approved loss level of 19.00%for the
year, the Commission has re-estimated the sales of 7,459.40 MUor FY 2010-11. As against this sale
of 7,459.40 MU, the Petitioner has only been able to achieve a sale of 7,222.07 MU. Therefore, there is
a loss of 237.33 MU on account of inefficient performance by the Petitioner on nonachievement of
target distribution loss. T he Commission has considered the revenue of Rs. 86.49 Crore at an
average billing rate of Rs. 3.64/unit (worked out in Para 5.3. 15 of this Order) on this additional sale
on account of higher distribution losses while provisionally truing up the ARR for FY 201011. The
following Table shows actual distribution loss and approved distribution loss along with efficiency

loss for FY 201011 as explained above.

Table 5.11: Energy Input Requirement at Distribution  Level for FY 2010-11(MU)

Particulars Claimed Approved

Distribution Sales 7,222.07 7,222.07
Loss Level for Energy Input 21.58% 19.00%
Energy Input Requirement at T -D Interface 9,209.14 9,209.14
PTCUL Loss% (as per Data from PTCUL) 1.88%

Energy Input at State Peripherry 9,385.59

Approved Sales at Energy Input of 9,209.14 MU and 19.00% Loss (MU) 7,459.40
Actual Re-casted Sales 7,222.07
Loss of Sales due to Inefficiency in Distribution Loss 237.33
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5.3.4 Power Purchase Cost for FY 201011

The Petitioner in its ARR and Tariff Petition for FY 2012-13 has submitted its Power
Purchase cost for FY 201611 as Rs. 2,310.16 Crore. This amount includes inte6tate and intra-State
transmission charges of Rs. 237.42 Crore. Accordingly, the net Power Purchase cost ekding
transmission charges for FY 201011 works out to Rs. 2,072.74 Crore as against the power purchase
expenses of Rs. 1,720.49 Crore approved by the Commisison in its Order dated April 10, 2010. While
working out this power purchase cost, the Petitione r has submitted that it has considered the cost of
free power at the average power purchase rate in line with the methodology adopted by the

Commission in its Tariff Order dated May 24, 2011.

The Commission has analysed the sourcewise power purchase from the month -wise data
obtained from the Petitioner and actual bills for FY 2010-11. Further, the Commission has
considered rate for free power equivalent to the average power purchase rate for purchase from all
the firm sources except free energy. Based on the above approach, the rate of free power has been

worked out as Rs. 1.98/kWh, which is same as claimed by the Petitioner.

The following Tables depict the source-wise power purchase cost claimed by the Petitioner

for the FY 201011.

Table 5.12 Power Purchase Cost Claimed by the Petitioner for FY 2010 -11

Source of Power Power Purchase (MU) Power Purchase Cost
(Rs. Crore)

NTPC 2,845.64 688.24
NHPC 449.91 119.44
NPCIL 186.62 49.33
SJVNL 48.15 13.41
THDC 101.43 49.40
Ul Overdrawal 643.08 228.95
Open Market Purchases 243.07 101.42
UJVNL Main 4,414.70 647.85
GoUs Power 752.47 149.04
IPPs & UREDA 231.44 71.86
Total Units Purchased 9,916.51 2,118.94
(+) Excess of Inward Banking 35.36 -

(+) U.I. Underdrawl 293.20 63.01
(-) Arrears of NHPC Stations - 16.81
State Consumption 9,587.95 2,072.74

However, the Commission observing that the Power Purchase Costs as per provisional

accounts was Rs.2,067.91 Crore, sought source-wise reconciliation of power purchase expenses as
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claimed and as per the provisional accounts. The differences were on the account of two factors, as

mentioned in the following Paras:

The first reason is on account of difference in the rate of free power. Although the Petitioner,
has computed the rate of free power as Rs. 1.98/kWh based on the methodology adopted by the
Commission, however, the rate of free power in the provisional accounts was considered as Rs.
2.14/kWh as approved by the Commission in its Order dated April 10, 2010 which was based on

projected figures.

The second reason of difference is the arrears of NHPC Bills amounting to Rs. 16.81 Crore
mentioned in the Petition, which has not been included in the provi sional accounts. For the reasons,
which have already been discussed in detail in Para 5.2.2 while approving power purchase cost for
FY 200910, the Commission has decided to allow the power purchase cost excluding NHPC
arrears, which the Commission shall consider on cash basis and, accordingly, shall allow in the
financial year in which it is actually paid by the Petitioner. Accordingly, the Power Purchase Cost

provisionally approved by the Commission for FY 2010 -11 works out to Rs. 2,055.93 Crore.
5.3.5 Transmission Charges Payable to PGCIL and PTCUL

In its ARR and Tariff Petition for FY 2012-13, the Petitioner has claimed a total transmission
charges for FY 201011 as Rs. 237.42 Crore against an amount of Rs. 209.69 Crore approved by the
Commission in it s Order dated April 10, 2010. The Commission noted that PGCIL charges, PTCUL
charges and Short Term Open Access charges as per provisional accounts for FY 20101 are Rs.
125.93 Crore, Rs. 101.73 Crore and Rs. 9.77 Crore respectively, which sums up to R&37.42 Crore.

The Commission has approved the actual transmission charges as claimed by the Petitioner.

The summary of transmission charges for FY 201011 as claimed by the Petitioner and trued

up by the Commission are shown in the Table below:

Table 5.13: Transmission Charges for the FY 2010-11(Rs Crore)

Particulars Approved in TO 2010 -11 Claimed and Trued up
PGCIL - Inter-State Transmission Charges 107.95 125.93
PTCUL - Intra-State Transmission Charges 101.74 111.50
Total 209.69 237.42
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5.3.6 Cost of Assets & Financing

5.3.6.1 Capital Cost of Original Assets

The Petitioner submitted that the value of Gross Fixed Assets (GFA) as on 08.11.2001 has

been considered at Rs. 508.00 Crore as per thealue recognised by the Commission in its Tariff

Orders issued from time to time. The Petitioner has submitted that the value of GFA as on

08.11.2001 has been taken at Rs. 1,058.18 Crore in the provisional Transfer Scheme and, therefore,

the same value is reflected in the Annual Accounts for the FY 2009-10. The Petitioner has also

requested the Commission to recognize the actual value of GFA as on 08.11.2001 on finadation of

the Transfer Scheme and allow depreciation, accordingly, on the value of final GFA.

The followi ng Table outlines the Fixed Assets as per provisional accounts of the Petitioner

for FY 201011.

Table 5.14: Gross Fixed Assets(Rs. Crore)

Asset Group

Opening Balance

Net Additions during the year

Closing Balance

Land & Rights 15.27 1.09 16.36
Buildings 75.13 4.84 79.97
Hydraulic Works 0.49 0.13 0.62
Other Civil works 1.51 0.00 1.51
Plant & Machinery 354.48 34.23 388.71
Lines & Cable Network 1,863.52 354.23 2,217.75
Vehicles 2.85 - 2.85
Furnitures & Fixtures 4.42 0.82 5.24
Office Equipment 12.51 34.79 47.30
Total 2,330.18 430.13 2,760.31

This issue has already been discussed in Para 5.2.4 above, and the Commission has already

recorded the reasons for the same in its previous Tariff Orders. Thus, since there is no change in the
factual position, the Commission feels it unnecessary to revisit the above issue. The Commission

der ed

has,

508 Crore.

t herefore,

consi

5.3.6.2 Capitalisation of Assets

t he

original

v al

ue

Similar to the approach adopted for previous financial years, the Commission has decided

not to allow any capitalisation of HT works in FY 2010 -11 also, due to nonsubmission of detailed

segregation of HT and LT works and means of financing for funding of these fixed assets and also

in the absence of proper Electrical Inspector Clearance Certificate required under the Indian
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Electricity Rules, 1956 before energisation of the HT/EHT works . The Commission is unable to re-
consider the matter of allowing capitalisation of HT /EHT works until the Petitioner submits the
desired information to the Commission. Regarding capitali sation of LT works, in t he present ARR &
Tariff filing, the Petitioner has submitted that it had incurred a deficit on account of actual expenses
incurred and amount received from the consumers towards releasing new LT connections at
charges specified by the Commission in its Release of New LT Connection Regulations. The
Petitioner has submitted that it had managed this deficit t hrough funding from revenue collection
and by cashl/liability/credit management mechanism and requested the Commission to consider
the deficit amount as equity invested/loan borrowed by the Petitioner in the business. The
Petitioner has also submitted that these assets have been capitalisd by it and added to the asset
base. In view of the above submissions, the Commission asked the Petitioner to submit the complete
details of LT works for FY 2010-11. In response to the same, the Petitioner submitted the divsion-
wise amounts received from consumers and amount incurred by it and the same has been

summarised in the Table given below:

Table 5.15: Expenses incurred in release of LT Connections during FY 2010 -11(Rs.Crore)

Particulars Service connection charges from Expenses incurred by Net Expenses by
consumers UPCL UPCL
Garhwal Zone 6.38 27.61 21.23
Kumaon Zone 7.05 31.67 24.62
Total 13.43 59.28 45,85
As for LT schemesE|l ectri c al | n s Ipas ot bean andated ia the |&nNRules

the Commission has allowed capitalisation of all such works. Accordingly, the Commission has
considered the deficit amount funded by the Petitioner for release of LT connections. Further, the
Commission has also alowed the capitali sation of other assets like Vehicles, Furniture and Fixtures
and Office Equipment, in accordance with the provisional annual accounts for FY 2010-11
submitted by the Petitioner. Further, the Petitioner was asked to submit the details of L T and HT
works capitalised during FY 2007-08 to FY 201011 so that capitalisation of other LT works, if any,
done by the Petitioner could be allowed. The Petitioner submitted the segregation of LT and HT
works under the Fixed Asset Groups of Plant and Machinery and Lines, Cables and Networks for
FY 200910 and FY 201611. However, the segregation between LT and HT works has been
submitted by the Petitioner by applying certain percentages on ad-hoc basis without any
justification and financing details, which the Commission could not consider for approving the

addition in fixed assets. Therefore, the Commission is unable to allow the capitalisation of theseLT
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or HT works/a ssets.The Commission has, accordingly, determined the Gross Fixed Assets for FY

201011 as provided in the Table given below:

Table 5.16: GFA and Additional Capitalisation during FY 2010 -11(Rs.Crore)

Particulars Approved in Tariff Order dated Approved fpr provisional
24.05.2011 truing up
Opening GFA 1,131.58 848.50
Total Addition during the 37.85 81.50
year
Deletion during the year - -
Closing GFA 1,169.43 930.00

The main difference in the value of GFA is on account of difference in the opening balance of
GFA, due to deletition of Fixed Assets in FY 200910, which has already been discussed in the Para
4.6 and Table 5.1 of this Order.

5.3.7 Financing of Capital Assets

Financing of an asset (i.e.debt, equity and grants components) is required to ascertain the
capital related expenses such as Interest, Depreciation and Return on Equity of a licenseeThe
Commission has estimated the financing of different assets allowed to be capitalised from FY 2005
06 to FY 201011 in its previous Order dated 24.05.2011.In line with the approach taken in the
previous Tariff Order and for reasons discussed in the above Parathe Commission has not allowed
capitalisation of any HT/EHT works in the absence ofdetails regarding segregation of HT/LT
works and means of financing these assets and proper Electrical Inspector Clearance Certificates
Further, as already discussed in Para 5.2.5 of this Order, the Commission has worked out the
financing of assets as on31.03.2010. Hence, all thihas necessitated revision of figures of GFA as
well as its funding mechanism, vide grants, debt, equity and internal resources for FY 2010-11 also.
The following Table shows the revised means of finance as considered by Commis#on for different

assets allowed to be capitalized for FY 201611.

Table 5.17: Means of Financing of Assets for FY 2010-11(Rs. Crore)

Particulars Grant etc. | Loan | Internal Resources | Total
Opening Balance 278.49| 400.00 170.02| 848.9
Additions during the year - - 81.50| 81.50
Deletion during the year - - - -
Closing Balance 278.49| 400.00 251.52| 930.00

5.3.8 Interest and Finance Charges

The Commission has worked out the Interest and Finance Charges for FY 201011
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considering the loan amounts corresponding to assets capitalised in the year based on the approved

means of finance, as shown in the Table below:

Table 5.18: Interest on Loans for FY 2010-11(Rs. Crore)

Particulars - Aaprov.e.d Loans FY 2010-11 . Interest Approved
Opening Balance | Addition | Repayment | Closing Balance
APDRP 12.52 - 1.37 11.15 1.30
District Plan 42.38 - 4.88 37.50 3.19
PMGY 2.29 - 0.29 2.00 0.25
State Plan 53.64 - 5.72 47.92 3.45
Nalkoop - - - - -
MNP 66.50 - 4.11 62.39 7.42
AREP 70.87 - - 70.87 -
RGGVY 6.97 - - 6.97 0.42
Sub-Total 255.17 - 16.37 238.80 16.03
Others 80.68 57.05 8.69 129.04 6.95
Total 335.85 57.05 25.06 367.84 22.99

5.3.8.1 Interest on Security Deposit

The Petitioner has claimed interest l'iablil ity o
as Rs. 16.58 Crore. The Commission estimated the interest on consumer security deposits as Rs.
16.41 Crore by applying the Bank Rate of 6%applicable as on 01.04.2100n the average of opening
and closing balance of consumer security deposits as per provisional accounts for FY 201611.
Considering, the minor difference in the figures claimed by the Petitioner as per the provisional
accounts and as computed by the Canmission, the Commission has decided to consider the figure
claimed by the Petitioner and, accordingly, has approved interest on consumer security deposits of
Rs. 16.58 Crore for the FY 201-Q.1.

5.3.8.2 Government Guarantee Fee

The Petitioner in its Petition has claimed an amount of Rs. 2.73 Crore towards the guarantee
fee payable to GoU for FY 201011 which is payable to State Government for providing guarantee
against L/C opened in PNB for payment of electricity bills and REC Old loan.

A Guarantee fee @ 1% p.ais payable to the Government on the outstanding loans and
amount of L/C taken by the Petitioner. The Commission directed the Petitioner to submit the

details of such fees payable.

The Commi ssion validated the Petitionerds c¢claim

in previous Tariff Orders and approves the Guarantee Fee for FY 201411 as Rs. 2.73 Crore as given
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in the Table below:

Table 5.19; Calculation of Guarantee Fees for FY 2010-11 (Rs. Crore)

Particulars Approved
Letter of Credit 35.00
REC Old loans 237.94
Total 272.94
Government Guarantee Fees 2.73

5.3.8.3 Rebates and Discounts allowed to Consumers and other Financial and Bank Charges

The Petitioner has claimed an amount of Rs. 4.79 Crore towards Rebates and Discounts
allowed to Consumers and other Financial and Bank Charges based on its provisional balance sheet
for FY 201011. The Commission observed that in the provisional accounts for FY 2010611,
rebates/discounts allowed to consumers was shown as Rs. 0.13 Crore and Other Financial and
Bank Charges were of Rs. 4.67 Crore. Hence, the Commission allows the same provisionally for FY
201011 which shall be finally trued up bas ed on the audited accounts for FY 201611.

Thus, the Commission has allowed the total interest and financial charges of Rs. 77.48 Crore
including guarantee fees as against Fh2010PleThet i
summary of the Interest & finance charges approved in the Tariff Order dated April 10, 2010,
claimed by the Petitioner and as approved by the Commission while carrying out the provisional
truing up for FY 2010-11 is shown in the Table below:

Table 5.20: Interest and Finance Charges for FY 2010-11(Rs. Crore)

Scheme Approved in TO _C_Iaimed for Approved e_lfter
dated 10.04.2010 | provisional truing up provisional truing up
APDRP 1.57 1.33 1.30
District Plan 2.68 2.22 3.19
PMGY 0.41 6.11 0.25
State Plan 3.16 241 3.45
MNP 9.03 1.64 7.42
AREP - -
RGGVY 0.33 1.70 0.42
Others 4.04 - 6.95
Sub-Total 21.23 15.41 22.99
REC Old Loan 30.39 30.40 30.39
Guarantee Fee 2.73 2.73 2.73
Rebates/discounts allowed to
4.79 0.13
consumers
Other Financial and Bank Charges - 4.67
Interest on Security Deposit 13.44 16.58 16.58
Less: Capitalisation - (2.30) -
Total Interest and Finance Charges 67.80 67.61 77.48
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5.3.9 Depreciation

The Petitioner has submitted that depreciation has been calculated for the year based on the
rates provided in the UERC (Terms and Conditions for Determination of Tariff) Regulations, 2004.
Further, the Petitioner has provided d epreciation on the opening value of assets forthe full year and
on assets added during the year, for six months. Accordingly, t he Petitioner has claimed a
depreciation of Rs. 49.70 Crore for FY 201€a.1.

The Commission has allowed depreciation at a weighted average rate of 3.85%based on the
submission of the Petitioner for FY 201011 in accordance with the asset classification and rate
specified in the Tariff Regulations. The Commission has been allowing depreciation on the value of
opening GFA keeping in line with the practic e being followed by the Petitioner of capitalising the
asset in its accounts on the last day of the financial year. Further, nothing has been brought on
record by the Petitioner to show that the asset is capitalisedin the books/records when the sameis
put to use. Hence, the Commission has adopted the similar approach as adopted by it in the
previous Orders of allowing depreciation on the opening GFA and as also discussed in Para 5.2.7
above. The opening value of Pet it i-tlnwenksdosit todRs.b70HL i abl e
Crore. The Commission has, accordingly, approved the depreciation of Rs. 21.95 Crore for FY 2010

11. The Table below shows the depreciation charges approved by the Commission for FY 2016aL1:

Table 5.21: Depreciation approved by Commission for FY 2010 -11(Rs. Crore)

Particulars Amount
Opening Balance of GFA 848.50
Less: Grants (278.49)
Depreciable GFA 570.01
Average Depreciation Rate 3.85%
Depreciation 21.95

5.3.10 Return on Equity

The Petitioner submitted that it has computed the return on equity on equity base of Rs.
611.07 Crore, comprising of the share capital of Rs. 577 Crore alongwith the internal resources
approved by the Commission. The amount of share capital proposed by the Petitioner includes an
amount of Rs. 572 Crore, liability towards Central Power Sector Utilities (CPSU) against the power
purchase dues, which was taken over by Government of Uttarakhand by issuing bonds and,
subsequently, converted into share capital of the Petitioner in FY 201011. Thus, on the equity of Rs.

611.07 Crore, the Petitioner has applied a rate of 14% to claim a return of Rs. 85.55 Crore for FY
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201011.

In lines with the approach adopted in the previous Tariff orders, the Commission has
considered Rs. 49.57 Crore utilized by the Petitioner out of the surplus available with it. Hence, the
same cannot be treated as equity of the Petitioner and the Commission has adjusted this surplws
amount from the internal resources. Balance internal resources has been considered as equity and
the debt equity ratio of 70:30 has been considered in accordance with the provisions of the
Regulations and, hence, 70% has been treated as normative loan ahbalance 30% has been treated

as equity eligible for return purposes.

Further, the matter of coversion of liabilities against CPSU dues into share capital and
claiming return on the same has already been discussed inits previous Orders by the Commission,
wherein, the Commission had observed that though conversion of power bonds into share capital
has resulted in an increase in the equity base of the Petitioner, however, as per Tariff Regulations,
only that equity which is invested in creation of fixed as sets is entitled for Return. Further, the
amount of Rs. 572 Crore, which pertains to CPSU past unpaid liabilities, would have already been
taken into account as power purchase cost in the period it was incurred, while determining the tariff
and recovered from the consumers. However, due to inefficiencies of the utility, this liability
remained unpaid and, hence, the consumers could not be burdened again by accepting the

conversion of this liability into equity and allowing RoE on the same.

Thus, the Commission has considered the equity base of Rs. 5 Crore as on 31.03.2007 and has
added to it the re-determined equity portion of the assets, capitalization of which has been
considered by the Commission during FY 2007-08, FY 200809, FY 200910 and FY 201611 in the
respective years for which funding has been done in accordance with the Regulations. The
Commission has considered rate of return at 14% and has worked out ROE of Rs. 5.91 Crore on the

opening equity base of Rs. 42.20 Crore for FY 201Q.1.
5.3.11 O&M Expenses

O&M expenses comprising of expenditure on staff, administration and repairs and
maintenance are to be determined in accordance with Regulation 11 of UERC (Terms and

Conditions for determination of Distribution Tariff) Regulations, 2004.

In view of the i mpl ement ati on of Sixth Pay Commi ssi
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